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�Preface

This report has been prepared on the basis of a research project conducted by the Centre for Comparative Labour Studies of the University of Warwick and the Institute for Comparative Labour Relations Research, based in Moscow. The research was based on case studies of twelve enterprises in two regions of Russia, Samara and Kemorovo and was financed by the Overseas Development Administration of the British Foreign and Commonwealth Office. This project was a pilot for a larger project, funded by the British Economic and Social Research Council, which is being undertaken between October 1996 and September 1998 in Samara, Kemerovo, Moscow and the Komi Republic.

The focus of the research was the processes of employment restructuring and labour mobility, with the emphasis on those in employment rather than on the unemployed who have hitherto been the main focus of research and policy. The two regions selected as a focus of research are accordingly regions which are undergoing very substantial restructuring, but which have below average levels of open unemployment.

The bulk of the fieldwork was conducted between September 1995 and June 1996, with draft reports being prepared in June 1996 for presentation to a seminar in Moscow in July, funded by the Ford Foundation. The English version of the reports was prepared for presentation to a seminar at Warwick in September 1996, before finally being revised in the light of discussion at the seminars and further fieldwork.

The research and report-writing has been a collective effort. The names attached to the individual sections are those of the principal authors in each case, but the drafts have been extensively discussed and revised at a series of meetings of all the participants in the project. The English version of all the reports was prepared by Simon Clarke, with the addition of a certain amount of contextual material for non-Russian readers. We are very grateful to all those who have contributed to the development of the research by participating in our seminars and commenting on draft research reports.

The English and Russian reports, together with reports on the individual enterprises and interview and other research materials (in Russian) are available from our World Wide Web site, http://www.warwick.ac.uk/fac/soc/complabstuds/russia/russint.htm.





�1. The restructuring of employment and the formation of a labour market in Russia

Simon Clarke, Veronika Kabalina, Irina Kozina and Inna Donova

How much flexibility? Structural adjustment and the labour market in Russia

The dominant model applied to the ‘transition economies’ has been that developed by liberal economists on the basis of the experience of the structural adjustment of the market economies to the oil shock of 1974 and the subsequent explosion of domestic and international public debt. Those economies which were best able to recover from the structural shock imposed by the oil price hike were those which pursued rigorous policies of financial stabilisation and which liberalised domestic and international markets to allow competitive pressures to erode those sectors which could not compete and to stimulate the growth of those which could take advantage of new global opportunities. The lesson drawn from this experience by liberal economists was that the relation between policy and outcome was a simple causal one: the recovery was the result of the adoption of the package of stabilisation and liberalisation policies – there was no serious consideration of the possibility that the relationship might be reciprocal or even inverse: that those countries which were structurally and institutionally well-placed to adapt were those which were able to enter a virtuous circle of growth which allowed them to maintain stability and reconcile liberalisation with rising incomes. According to the liberal diagnosis, those countries which sought to protect employment by means of government intervention merely intensified the problems of structural maladjustment, building up a burden of domestic and international debt the servicing of which undermined financial stability and impeded the development of new economic activity. The remedy was apparently very simple: embrace the structural adjustment package of stabilisation and liberalisation and, although the short-run economic and social costs might be high, the forces of enterprise would be freed to achieve a rapid recovery. The limited success of structural adjustment programmes through the 1980s only reinforced the radicalism of the message. Those which failed had been insufficiently committed to reform. There were no half measures: the more radical the shock, the more dramatic would be the therapy.

One major blot on the liberal copybook was that the era of structural adjustment was also an era of rising structural unemployment on a global scale with long-term unemployment even rising in some of those core economies, particularly of Western Europe, which had otherwise responded to the cure. The orthodox interpretation of this phenomenon was that persistently high unemployment was the result of various kinds of labour market rigidities, including strong trade unions, state regulation of wages and excessively liberal benefit regimes, which prevented wages from falling sufficiently low to make it profitable for investors to absorb the labour surplus. Labour market rigidities became a prime scapegoat for the failure of structural adjustment, and ‘liberalisation’ of labour market institutions, accompanied by active labour market policies, therefore came to be seen as a central component of any structural adjustment package. 

The structural adjustment package was immediately attractive to the elites of the ‘transition economies’ in its most liberal form: the challenge of reform was to restructure an economy which had been distorted by the military and political demands of the Party-state and the rigidities of the administrative-command system, with an overdeveloped heavy industry and underdeveloped consumer goods and service sectors. The Party-state had tried in vain to reform the system over thirty years, and was now in a state of collapse. What could be more attractive than a programme which promised an instant cure while absolving the state of all responsibility, a programme of ‘market Bolshevism’? Moreover, the promises of structural adjustment coincided precisely with the aspirations of a large part of the population of the transition economies: the opening of frontiers, access to world markets, participation in global society, the attainment of Western living standards were all goals worth suffering for, particularly if other people were to do the suffering.

The focus of structural adjustment in the transition economies was expected to be the decline of the overblown state sector of the economy and the rise of a new private sector exploiting new opportunities opened up by liberalisation. The short-run costs, particularly in terms of rising unemployment, were expected to be high because of the extent of the distortions to which the economies of the Soviet system had been subjected, but the recovery was expected to be equally dramatic, provided that the remedies were strictly adhered to, for the same reason: the technological gap, the under-development of the service sector, unexploited opportunities for export, were all indicators of opportunity as much as signs of backwardness. 

In practice, if structural adjustment programmes have had mixed results in the transition economies, with no dramatic success stories to tell, the outcome in Russia has been nothing short of disastrous. Between 1990 and the third quarter of 1996 the Russian economy was in continuous decline to experience the deepest recession experienced by any economy in peacetime in world history. GDP had fallen by almost a half, industrial production by over a half and investment by over eighty per cent. Moreover, although in 1995 the exchange rate had been stabilised and the battle against inflation was declared to have been won, the decline in the real economy accelerated through 1996, with even the most optimistic of commentators not daring to predict even stabilisation before 1998. The decline not only hit the ‘overdeveloped’ branches of the national economy: the hardest hit branch of all was light industry, with output down by over 80%, and even the extractive industries, well placed to orient themselves to world markets, saw a fall in output of around a third. By 1995 the small business sector was also in decline, with the number of enterprises and employment in retail trade falling by ten percent. Cuts in state expenditure, including the virtual elimination of subsidies to industry, by no means matched the decline in state revenues. 

Of course, there is a substantial gap between models and the real world. While the critics of liberal reform see this disaster as the predictable result of an inappropriate policy package, the proponents of the model see it as the equally predictable result of an inconstant and inconsistent commitment to reform. So, is this disaster a result of the reform strategy? Or is it the necessary price of a radical transformation which is just over the horizon? Or is it the result of the failure to reform sufficiently radically. Is the remedy to reverse policy, is it to hold course, or is it to take still more radical steps? These are the issues which divided analysts and policy makers in Russia and in the international community. The labour market has turned out to provide a principal focus of this debate.

There is no doubt that, for all the twists and turns, the principal elements of a macroeconomic stabilisation policy and of market liberalisation have remained in place throughout the period of radical reform in Russia. The issue, therefore, is why the real economy has not responded to market freedom and price flexibility, plunging into generalised recession rather than experiencing a structural adjustment. Of course, a part of the reason is the extent of the structural adjustment required by the multiple shocks to which the Russian economy has been subjected. But the fact remains that very little structural adjustment has taken place, at least in the anticipated direction. According to the liberal model, this could only be a result of barriers to the perfect operation of markets. Following the example of the market economies, the scapegoat in Russia was found in the rigidities of the labour market. Attention soon came to be focused on the fact that, despite the substantial fall in industrial production, Russian had experienced no bankruptcies, there had been only a small fall in industrial employment and very little increase in unemployment. This was explained by the World Bank’s Economic Development Institute (EDI) team, led by Simon Commander, as a result of labour hoarding by state and former state enterprises which were sustained by continuing state subsidies. The implication was that reform had been insufficiently far reaching, privatisation had not broken ‘insider’ control, and the former state sector had not been hit hard enough. What was needed was the imposition of ‘hard budget constraints’ on industrial enterprises through the withdrawal of state subsidies and the introduction of effective bankruptcy procedures, backed up by active labour market policies, measures to increase the geographical mobility of labour, and an adequate social safety net to make the package socially and politically acceptable.� 

Although bankruptcy remained rare, the reduction of subsidies and tight credit policies led to a deepening industrial crisis, with industrial employment beginning to fall sharply and unemployment beginning to rise, although the scale of the changes remained a matter of dispute and the official statistics for employment and unemployment continued to show only a relatively small decline in total employment and a small rise in unemployment. At the same time, wages and living standards continued to fall and levels of inequality rapidly increased, with large increases in regional and sectoral wage dispersions. 

This phenomenon of growing wage flexibility but relatively little flexibility in numbers was open to two very different interpretations. On the one hand, the EDI team focused on numerical inflexibility and persisted with the argument that the problem remained labour market rigidity sustained by labour hoarding by worker-controlled state enterprises. Workers had chosen to accept wage flexibility as the price of continued employment security, the package sustained by the continuing soft budget constraint. On the other hand, Richard Layard and his colleagues focused on the ‘perfect’ flexibility of wages, which allowed employees to choose between retaining a job at low or no pay and moving to a new job at higher wages. Wage flexibility was possible because of the attachment of Russian employees to the workplace and the absence of an effective floor to wages provided either by the minimum wage or the level of unemployment benefit. The low rate of unemployment was an indicator of the perfect flexibility of the labour market, not of its rigidity, this flexibility also being manifested by the continuing high labour turnover, at levels typical of the United States rather than Western Europe. The fact that employment had not fallen as rapidly as industrial output was explained by the dynamism of the new private sector and the informal economy, which were growing as fast as the state sector was in decline but this growth, supposedly, was not revealed by official statistics.� The Layard view was that Russia has the ultimately flexible and dynamic labour market, it is the test case of labour market flexibility and it has passed the test with flying colours in allowing substantial structural adjustment to take place with very large movements of labour but without any significant rise in levels of unemployment, and with virtually none of the long-term unemployment which hangs over the other transition economies and has proved so debilitating in Western Europe. Far from Russia learning from the West, it is now the West which can learn from Russia: ‘The main news in Russia is good news’,� and the news is that flexible labour markets work. 

While many would support Layard’s view that the Russian labour market has proved remarkably flexible, and even parts of the World Bank appear to have come round to the view that the labour market is not a significant barrier to transition,� few observers share Layard’s optimism about the growth of employment in the new private sector or the extent of SME growth, which appears at best to have levelled off while production and investment in the state and former state sector continue to fall. Although open unemployment is only slowly creeping up, production stoppages, short-time working and administrative leave, usually without pay, are increasing, and delays in the payment of wages, sometimes of several months, have become the rule rather than the exception. Although there is a very high level of labour mobility, most of this involves people shuffling between existing jobs within the state and former state sector, while the bulk of new jobs are casual, low-paid, unregistered and insecure. On this basis Guy Standing and his ILO team have argued that Russia suffers from too much labour market flexibility. Flexible wages (a euphemism for extraordinarily low wages) sustain labour hoarding by state and former state enterprises, which in total amounts to very substantial disguised unemployment, while removing any incentive to reorganise or invest in production. Far from finding the key to structural adjustment without mass unemployment, as Layard argues, Standing believes that Russia has experienced little structural adjustment but is experiencing mass unemployment, disguised only by the fact that the unemployed remain attached to enterprises which pay them low or no wages.

We therefore have three fundamentally different interpretations of the Russian situation, with very different policy implications and very different significance as examples for other countries undergoing radical structural adjustment. Within the liberal camp there are two sharply contrasting interpretations which declare Russia to be the ultimate negative or positive example. On the one hand, it is argued that Russia is plumbing the depths of recession as a result of labour market rigidities which impede structural adjustment. On the other hand, it is argued that Russia has developed a perfectly flexible labour market which is the key to structural adjustment without mass unemployment. The third, sceptical position, combines the latter view that Russia has an extremely flexible labour market with the former view that Russia has undergone little structural adjustment, while contesting the position common to both that Russia has avoided mass unemployment. 

How is it possible for three such starkly contrasting interpretations of the same phenomenon to coexist? Part of the problem of resolving the disagreement is the limited scope and the inadequacies of the available statistical and survey data, although to date there has been no systematic review of this data, each party largely confining itself to the analysis of data from its own chosen source. The first task of our research project was therefore to seek out and review the existing analytical literature, both Western and Russian, and the limited statistical and survey data which is available in order to arrive at a preliminary assessment of the issues and definition of research priorities. This is not such an easy task: the state statistical agency does not go out of its way to make its data accessible or comprehensible, while the distribution of analytical reports by academics and government departments leaves equally much to be desired.� 

A review of the existing research material casts considerable doubt on both variants of the liberal interpretation of the Russian experience. In particular, although the fall in employment lagged behind the fall in output, it has more or less shadowed that fall since 1993, while the published employment statistics almost certainly considerably underestimate the fall in employment in the state sector. It is very far from being the case that state and former state enterprises face soft budget constraints or that they enjoy significant subsidies from the local or federal budgets. There is no evidence that management decisions are significantly constrained by worker preferences, and all the evidence indicates that if it were the most active workers would favour employment reductions in order to maintain or raise their wages. There is no substantial evidence that these enterprises are hoarding significant reserves of surplus labour, although there is a low rate of labour and capacity utilisation because of the extreme unevenness of production. High rates of labour turnover persist, so that numbers are determined by hiring decisions rather than by firing decisions. In short, enterprise managements are severely constrained by the financial situation but appear to be little constrained by worker preferences in making their wage and employment decisions. Employment has been substantially reduced in state and former state enterprises and there is ample cheap labour available for absorption by the new private sector. On the other hand, while wages have halved and inequality doubled, there are no signs of the ‘Layard boom’ in private sector employment, at least outside the centre of a few large cities. While political instability and the absence of a framework of strong legal and financial institutions are certainly barriers to recovery, all the evidence would support a ‘Keynesian’ interpretation of the Russian recession and of the failure of recovery to occur. Instability and criminality are as much consequences of the absence of legitimate investment opportunities as they are causes. The absence of opportunities in the service and light industrial sectors, which should be the focus of domestic recovery, is to be explained primarily by the simple fact of the dramatic and continuing decline in the incomes of the mass of the population, the main employment growth having been in subsistence production. The policy implication is that the barriers to recovery in Russia are not institutional but macroeconomic. In particular, rapid turnover indicates that the labour market does not present any significant barriers to recovery, but that labour market flexibility can only play a positive role in a favourable macro-economic environment. This means that labour market policies can only be formulated within the wider framework of a comprehensive macroeconomic recovery programme which has to include targeted industrial and employment policies. In this context the enforced transition from disguised to open unemployment proposed by Guy Standing would only add another twist to the cycle of decline. 

A review of existing survey and statistical data can indicate the parameters of the problem, but it cannot take us very far in understanding how the Russian labour market actually works, and so cannot provide much help in the design of labour market and employment policies appropriate in the Russian context. The fundamental problem is that what is in question is not so much the scale of the changes taking place as the character of the underlying processes. It is clear that there is a very high rate of labour mobility in Russia, but very little is known about the character of this mobility. We need to understand the processes of employment restructuring, on the side of both employers and employees,� if we are to understand the character and role of the labour market in Russia. In particular, we have to ask what is the significance of high labour mobility? How extensive is labour hoarding, and what is its significance? How can the collapse of production be reconciled with a continued high rate of hiring? What is the role of secondary employment? These were the questions which our own research project was designed to address using qualitative methods of case study research. 

Theoretical and methodological foundations of the research

The use of the case study method was dictated partly by the object of research, the processes of employment restructuring, which cannot be identified using the available statistical and survey data, but also by the theoretical framework of the research, which takes a sociological rather than a narrowly economic view of the labour market, based on a conception of labour power as a distinctive kind of commodity.

Most of the research on employment restructuring and the development of a labour market in Russia has been conducted by economists of a more or less liberal inclination whose view of the world is based on the interaction of individual actors who are differentiated from one another socially only by the commodities which they own and bring to market and who whose behaviour is determined by their rational responses to economic stimuli. Social institutions are evaluated only to the extent that they promote or impede the realisation of the supposed aims of these rational economic actors although, since the analyst has no knowledge of what these aims are, the evaluation is in fact based on a theoretical model of how free competitive markets ought to work. 

Existing research, based primarily on the analysis of statistical data prepared by the state statistical service and the Federal Employment Service, has produced few conclusive results. This is in part because of the quality of the data but, in our view, it is primarily because the analysis does not take account of the heterogeneity of enterprises and of the labour force which derives from the fact that enterprises and labour markets are social institutions. This means that the opportunities confronting economic actors are structured and constrained by the social relations within which they are inserted. For example, the restructuring of production and employment within an enterprise is not simply a matter of redeploying physical resources, it is a matter of restructuring a social organisation which comprises many individuals, each with their own aims and ambitions, capacities and constraints, organised in various institutional sub-systems which together make up the organisation as a whole, which in turn interacts with other social institutions. This social framework is not in itself a barrier or an opportunity to economic actors, it is the framework within which alone they are constituted as actors, within which they formulate their intentions and within which they are able to act. Employment restructuring is therefore a process of transformation of a complex social organisation in response to diverse internal and external pressures and constraints.

Similarly the labour market is quite different from other commodity markets in that the labourer is never detached from the commodity which he or she sells. If I sell coals to Newcastle I do not need to know where Newcastle is, but if I take a job in Newcastle I have to go there, live there, and attend my place of work every day. The workplace is a social environment in which I carry out my work in social interaction with others. But the labour market is also a social environment: I find out about work through others, I establish some kind of interaction with a representative of the employer, the employer finds out about me through others. The employer wants to know not only about my formal qualifications and technical capabilities, but also about what I can actually do and how I will fit into the social environment of the workplace. It should not be surprising, therefore, to find that most people find jobs through various kinds of social network, and that one’s possibilities of labour mobility depend to a considerable degree on the density and extent of the social networks in which one is inserted. Thus employment restructuring and the formation of a labour market is a social process which takes place through various institutional forms, these forms themselves not being static but being transformed and developed through the activity of social actors. 

The focus of our research, therefore, was not so much the scale as the processes of employment restructuring, based on qualitative methods of sociological case study research, the purpose of the research being to discover the interaction of subjective and objective factors and the identification of the institutional forms within which restructuring takes place. In particular, since at least 90% of employment restructuring occurs through job-to-job transitions, we were concerned to identify the channels through which mobility takes place within and between enterprises.

Our research is not designed to be comprehensive. In particular, it focuses on large state and former state industrial enterprises, which still employ around 85% of the industrial labour force, and a small number of the few new private enterprises oriented to the productive sphere. With some exceptions it does not cover agriculture, construction, public administration or the service sector which, broadly defined, employ three-quarters of the economically active population. Nevertheless, this emphasis is justified because it is the industrial sector which is expected to bear the brunt of restructuring and it is large industrial enterprises which are considered by some to present the main barrier to such restructuring.

As the starting point of our research we distinguished between three different labour markets, which we anticipated would operate in rather different ways and within different institutional frameworks. 

The ‘internal’ labour market operates within large industrial enterprises and is based on the redeployment of the labour force within the enterprise. In the Soviet period internal transfers were relatively rare, but redeployment has always been a primary way of avoiding redundancy and our preliminary research indicated that redeployment is systematically used today both to avoid redundancy and to restructure the labour force. 

The ‘informal’ labour market is the principal channel for job-to-job transitions between enterprises and the main segment of the labour market through which people seek and acquire secondary employment. It is the segment of the labour market in which personal connections play a primary role in job changes. This informal labour market is institutionalised through social networks and involves some degree of employer sponsorship through traditional connections between enterprises. 

The ‘external’ labour market is the principal channel for job transitions through unemployment, with people individually seeking work ‘from the street’, through advertisements or through public and private employment services. 

Our hypothesis was that these different institutional channels of mobility involved different processes and therefore needed to be analysed separately from one another.

The second fundamental distinction on which our research is based is that between three types of enterprise: ‘successful’ and ‘unsuccessful’ state and former state enterprises and new private enterprises. Within the former categories we do not distinguish between enterprises which are still state owned and those which are privatised since all the research evidence, including our own, indicates that at this stage of transition this is not a fundamental distinction. Some analysts believe that there is a fundamental distinction between enterprises which are controlled by insiders and those which have come under the control of outsiders. Although there are differences (Kabalina, 1996), at the present stage of Russian development it is too early to assess their significance. Two of our case-study enterprises came under outsider control during the course of this research, and we consider the significance of this in our reports.

The distinction between state and new private enterprises should not require any justification. A number of researchers, including ourselves, have independently come to the conclusion that there is also a qualitative distinction between ‘successful’ and ‘unsuccessful’ state and former state enterprises, and that there is a tendency towards the polarisation of enterprises into these two types (Kapelyushnikov and Auktsionek, 1995b and Tsentr issledovannii rynka truda, 1995a). We consider this issue more fully below.

A final aspect of the research was to contribute to the analysis of the differentiation and stratification of the Russian labour force. It is clear that there are substantial differences in labour market behaviour between different categories of employee, particularly those defined by skill, occupational, age and gender differences, although it is not easy to disentangle the independent influence of these different variables. While labour turnover in Russia is relatively high, it is clear that some workers are highly mobile, while others remain committed to the Soviet ideal of a job for life. A number of researchers have applied and developed the distinction between ‘core’ and ‘peripheral’ workers in the Russian context, and one of our objectives has been to deepen this analysis by relating the position of different groups of employees within the labour process to differences in their behaviour in the labour market (Kozina and Borisov, 1996; Tsentr issledovannii rynka truda, 1995a). This part of our analysis is still at a relatively early stage. 

The focus of our research is therefore to identify the processes of employment restructuring and redeployment within and between large industrial enterprises and new businesses by identifying the operation of the ‘internal’ and ‘informal’ and ‘external’ labour markets and the interaction between these three labour markets.

Research methodology

The research methodology employed in our research has been centred on the use of a range of qualitative methods of intensive case study research, supplemented by the collection of statistical and local labour market data. The case studies were conducted in twelve enterprises in two regions of Russia, Kemerovo (Kuzbass) and Samara (six enterprises are located in Samara, three in Kemerovo city, one is based in Kiselevsk and two are in the town of Osinniki, both in the south of the Kemerovo region). The focus of research was the processes of employment restructuring and labour market formation since 1985, allowing us to compare the present situation with that under the old system. The research was designed as a pilot project for a larger project which will begin in October 1996, funded by the British Economic and Social Research Council. The method of case study research was adopted in order to focus on the processes of employment restructuring and the formation of a labour market which are not revealed by the analysis of statistical data, although one aspect of the research was an investigation of the collection and reporting of statistical data from enterprises, which forms the basis of state statistical reporting. 

The research was conducted between July 1995 and September 1996 by groups of sociologists from the Kemerovo, Samara and Moscow branches of the Institute for Comparative Labour Relations Research (ISITO), directed respectively by Petr Bizyukov, Dr Irina Kozina and Dr Veronika Kabalina, and the project was directed by Professor Simon Clarke (Centre for Comparative Labour Studies, University of Warwick and ISITO). The research was funded by the Overseas Development Administration of the British Foreign and Commonwealth Office. The fieldwork was carried out by the Samara and Kemerovo groups, with the Moscow group participating in the collection of statistical and other research materials and in the analysis and writing up of the data. 

This research is part of a wider programme of research on enterprise restructuring which has been under way since 1991 in Kemerovo, Samara, Moscow and Komi.� In this particular project we have been able to draw on the results and experience of our previous research and knowledge of a wide range of industrial enterprises, and members of all four groups have participated in the discussion and elaboration of research reports. The research teams have met regularly to discuss the progress and preliminary findings of the research, and a number of substantive papers were presented to a residential seminar in May 1996 and a conference in September 1996. Draft enterprise reports were discussed with the management of each enterprise and with representatives of the local employment services between March and May 1996, and a series of analytical reports were prepared collectively in Britain during June 1996 on the basis of earlier drafts and detailed reports on each case study enterprise, including field notes and interview transcripts. Provisional results were presented to a conference in Moscow in July 1996 which was sponsored by the Ford Foundation and also included presentations by the other leading Russian research groups in this field and was attended by representatives of the Kuzbass and Samara employment services and by key policy makers from a number of Federal Ministries. The reports were revised and then translated and edited by Simon Clarke for presentation to a second conference held at the University of Warwick in September 1996 attended by the leading western researchers currently working in this field. These reports were finally revised, with the addition of further data, during September and October 1996.

It is important to stress that the research is systematic, but is not intended to provide an exhaustive account of employment restructuring and the formation of a labour market. The methodology was therefore determined by the relatively limited aims of the research.

The enterprise was chosen as the unit for case study research because the processes of employment restructuring take place primarily within and between enterprises, with relatively few job changes taking place with an intervening period of unemployment. The enterprise is therefore the primary context of labour market behaviour, and the principal actors are the enterprise administration and employees. The case study research was complemented by a study of the local labour market as a whole in the cities which were the principal focus of the research.

Within each enterprise, research focused on two levels. On the one hand, the level of the administration of the enterprise as a whole. At this level statistical data on the structure of employment and labour turnover was collected and interviews were conducted with management representatives in order to determine the employment strategy and policies of senior enterprise management. However, our previous research had already indicated that the employment strategy of enterprise management is often very remote from the actual practice of employment restructuring and hiring and firing, which is determined primarily at shop level. The case study research therefore focused particularly on interviews with and observation of actors at shop level. This research was supplemented with work history interviews with a sample of workers drawn from the shops which were the object of the case studies. 

As indicated below, the enterprises chosen for case study were not selected as a representative sample of local enterprises, nor was the sample of workers interviewed randomly drawn. It is important to stress that the purpose of the research at this pilot stage is typological rather than quantitative. Our aim was to identify the different types of processes of employment restructuring and labour mobility to be found in the emerging Russian labour market, rather than to determine the scale of restructuring or rates of labour mobility, either overall or within particular categories, which might be the object of further research using more conventional survey methods. Nor is our research exhaustive. We have focused on large and medium industrial enterprises in the state and former state sector, which are still the dominant employers, and, with one exception, on new private enterprises in the productive sphere. We have not studied former state municipal and service or small enterprises, nor (with the one exception) have we studied new private enterprises in the service sector (mainly commerce and finance) in which they are most active, except to the extent that employees of our case study enterprises have either work experience or secondary employment in these spheres.

Having said this, in order to set our case study research in a wider labour market context we have also carried out a review of the local labour market in the cities in which the bulk of the enterprises researched are located (Kemerovo, Kiselevsk and Osinniki in the Kemerovo region and Samara city) on the basis of a review of available statistical data and free interviews with staff of the employment service and city administration in these two regions. In Samara we also had the opportunity of appending a set of questions on secondary employment to a representative sample survey of the population of the city.

Finally, we have conducted a review of the existing statistical material and research literature on employment restructuring and the formation of a labour market in Russia.

The primary data on the basis of which this report has been written therefore comprises:

Statistical data, including that provided by state statistical agencies and enterprise management as well as internal statistical records maintained at enterprise and shop levels.

Personnel data maintained within enterprises in the form of record cards on employees, the labour books of individual employees, registers of hirings and firings, disciplinary records, attendance and work time records and pay records. We are very grateful to the staff of the case study enterprises for providing us with free access to such records.

Free interviews with experts, including senior and middle management in the enterprises, staff of personnel and economic-planning departments at shop and enterprise level and staff of the local employment service and private labour exchanges.

Other documentary materials, including enterprise reports, policy documents and orders.

Semi-structured work history interviews with a total of 260 employees drawn from the twelve case study enterprises.

Representative survey of the population of the city of Samara focusing on secondary employment (800 people).

The two regions selected as the focus of research were selected not as representative of Russia as a whole, but as typical of heavily industrialised regions in which there has already been extensive employment restructuring as a result of structural economic changes, but in which there is still a relatively low level of registered unemployment. This is in keeping with the focus of our research, which is processes of employment restructuring in labour market situations in which there is no mass unemployment. Samara city was one of the industrial cities most heavily dominated by military needs in Russia, which has seen dramatic changes as a result of the cuts in military orders. Kemerovo region is dominated by coal-mining, steel and chemicals, all three of which have seen a substantial decline in production and face massive reductions in employment if they are to compete in a market economy. The two regions are of similar size, each with a population of a little over three million, Samara city having a population over about one and a quarter million and Kemerovo of half a million. The results of our research cannot be generalised to those towns, cities and regions in which there is already large scale unemployment. There is extensive research being undertaken by others in crisis cities and regions, such as Ivanovo or Dagestan, which can be compared with our research results. We plan in the next stage of our research to look at the situation in smaller towns which have very high levels of unemployment within regions of low unemployment.

The enterprises selected for case study were selected as typical examples of three broad categories of enterprise, which we call ‘successful’, ‘unsuccessful’ and ‘new’, two of each type being chosen in each region (quality of access to the enterprise and availability of data was also a consideration in the selection of the objects of case study research). This classification was based on the hypothesis that the process of employment restructuring and labour mobility would be different in these three types of enterprise. 

The distinction between ‘successful’ and ‘unsuccessful’ enterprises is not one that is easy to make using quantitative indicators because, for various reasons, such figures as reported profits, production, turnover, wage levels or employment are not necessarily correlated with one another and do not necessarily reflect the relative prosperity of an enterprise as commonly understood. Moreover, in a very unstable economic and financial environment, the fate of an enterprise can be fundamentally transformed from one day to the next by a turn in the market or by a change in the political situation. The distinction is therefore not a hard and fast or a stable distinction, and some of our case study enterprises have experienced phases of success and failure in the period under review. Nevertheless, the distinction has allowed us to make some comparative analysis of the differences between these two types of enterprises, within the framework of features common to all medium and large enterprises, which is at least plausible.

‘New’ enterprises are those which have been formed since 1990. Access to such enterprises for purposes of research is notoriously difficult, not least because many of their practices are in more or less flagrant violation of the law. Our task was made the more difficult because we wanted to research private industrial enterprises with more than a handful of employees. In the end we did select one enterprise in the financial services sector in Kemerovo, partly because there are virtually no private industrial enterprises in Kemerovo, but primarily because we were offered exceptional access to this enterprise. The other new enterprise selected for study in Kemerovo region was not entirely new, because it had emerged on the basis of a coal mine which had been one of the first enterprises in Russia to privatise, but is now closed.

The size and representativeness of our sample of enterprises is obviously not sufficient for us to generalise from any quantitative analysis of differences between the enterprises, so our conclusions regarding the characteristic differences are based on a qualitative evaluation of the processes within our case study enterprises. While the conclusions may be regarded as plausible, and consistent with other data and the findings of other researchers, we would not be confident in generalising those conclusions without further research. Before summarising the results of the research, however, a little more needs to be said about the analytical basis of the distinction between successful and unsuccessful enterprises. 

Successful and unsuccessful state enterprises

The distinction between successful and unsuccessful enterprises is not a hard and fast one, but it is nevertheless fundamental to our research. It therefore merits further consideration before we look more closely at our research results. The primary determinant of success and failure, it should be stressed, is not usually the strategy pursued by management, but the objective situation in which the enterprise finds itself. Such factors as a monopoly position in regional or national domestic markets, export possibilities, secure supplies, access to state-bestowed privileges, including credit and subsidies, the quality of the inherited production capacity all play a more important role than the subjective qualities of management. Of course, the management of an enterprise which is successful on the basis of such objective parameters has much more freedom in the strategies and policies it pursues, and can certainly make decisions which undermine the position of the enterprise: an enterprise which fails to adapt to the increasing quality demands of a market economy, which fails to seek new markets or develop new products, may slide into failure. An enterprise which took advantage of a privileged position to borrow heavily from banks at negative real rates of interest during 1992 and 1993 in order to maintain wages and avoid redundancies might find itself in growing financial difficulties as real interest rates rose to astronomical heights from 1993, perhaps sliding towards failure until taken over by its creditor bank. On the other hand, an enterprise which is unsuccessful, often through no fault of its own, has very little freedom of manoeuvre. With limited access to credit and working capital it has difficulty in securing supplies, augmenting or replacing equipment, developing new marketing and financial services and even paying its wages. It therefore finds itself caught in a vicious circle of decline, out of which it can only break if external factors take a turn for the better.

The quality of the labour force is an important mediating factor in the determination of the fate of an enterprise. This is particularly the case in the Russian context in two respects. First, the traditional Soviet system of production and production management relied heavily on the skills and commitment of the core of the labour force, the kadrovyi workers. On the one hand, the uneven quality and quantity of supplies, the inconsistency of operation of ageing machinery and equipment and now fluctuating demands for the product and growing quality demands, meant that the core shop-floor production and maintenance workers have to show considerable initiative to keep things running at all. On the other hand, production management was delegated to the shop floor to a much greater extent than has been seen in developed capitalist countries since the 1930s. Second, the transition to the market requires marketing and financial personnel with scarce new skills. A prosperous enterprise has the resources to recruit new specialists who have an opportunity to display their skills and to retain and recruit skilled and diligent shop floor workers and line managers who constitute what we call the ‘technological and social nucleus of the labour collective’. This makes it possible for the management of the enterprise to respond to the challenge of the market by developing new methods of production and new product lines, improving quality and so on. An unsuccessful enterprise is not able to offer adequate wages and opportunities to new specialists, nor to pay sufficiently high and sufficiently regular wages to recruit and retain skilled shop floor workers and line managers and for this reason alone is unable to take advantage of opportunities that present themselves, let alone to seek out such opportunities. In the sphere of employment policy, therefore, the successful enterprises find themselves in a virtuous circle, as success enables them to recruit and retain the staff essential to preserve their position, while the unsuccessful enterprises find themselves in a vicious circle, with an ageing staff of management and specialists and not only the loss of valued workers, but eventually the disintegration of the nucleus of the labour collective on which the manageability of production depends. We therefore find a progressive polarisation of enterprises, with what has often been referred to as the ‘degradation’ of the unsuccessful and the ‘rejuvenation’ of the successful enterprises, with relatively few enterprises occupying the middle ground. 

There is growing agreement among researchers that the distinction between relatively successful and relatively less successful enterprises is much more meaningful than distinctions based, for example, on the property form or the form of corporate governance. In any particular town or city everybody knows which are the ‘good’ and which are the ‘bad’ enterprises, so that for the purposes of case study it is not difficult to assign enterprises unequivocally to one or the other category, but it is not easy to derive appropriate objective indicators which can be used to assign enterprises automatically to one or the other category for the analysis of survey or statistical data. For example, falling unit labour costs may be a result of increasing productivity, or they may be a result of falling wages and the loss of higher paid skilled workers and specialists (Lippoldt and Gimpel’son, 1996). A relatively small decline in production may be an indicator of successful adaptation to the market or it may be an indicator of a conservative management producing without regard to its costs. A large decline in employment may be an indicator of a radical cost-cutting management or of a loss of labour by an enterprise which cannot pay its wages. A high level of investment may be the result of a sophisticated evaluation of long-term prospects, or it may be a residue of the Soviet fetishism of technology. A high level of net indebtedness may be an indicator of insolvency, or it may be an indicator of a close integration into powerful financial and political networks. The published accounts of an enterprise are hardly an adequate indicator of its true economic position or of the financial resources at its disposal because a punitive rate of taxation on profits provides a strong incentive to conceal resources.� The proof of the pudding is in the eating: the only reliable indicators of the financial position of an enterprise are to be found on the expenditure side: the ability of the enterprise to preserve the housing, social and welfare apparatus and, above all, the level and regularity of payment of wages, which are both a sign of success and the means of its reproduction by reproducing and increasing the quality of the labour force. However, the use of such measures as indicators to categorise enterprises into the more and less successful would introduce an element of circularity into an analysis which is designed to explain the employment strategy of enterprise management on the basis of its economic and financial freedom of manoeuvre.� 

Each of the following sections summarises the conclusions of a fuller report. These sections are: the collection and reporting of enterprise employment statistics; employment policy in different types of enterprise; the structure of the internal labour market; secondary employment; the behaviour of workers in the labour market and individual employment strategies; internal mobility; external mobility; and the role of gender in the labour market. In conclusion a short description of the local labour markets and the role of the employment services in Kemerovo and Samara is provided, together with a brief description of the case study enterprises.

The collection and reporting of employment statistics

The collapse of the Soviet system has seen fundamental changes in the collection and reporting of statistics, including those relating to the sphere of employment. In the Soviet period all manner of detailed personnel statistics were collected and reported by enterprises and organisations. These statistics had both a control and an ideological function. On the one hand, the planning authorities required detailed and accurate information to formulate and monitor the implementation of their plans. From this point of view the accuracy of reporting was enforced by an army of inspectors who had extensive powers to ensure that false returns, for example of the number of employees or the payment of wages, were not made. On the other hand, statistics had an important ideological function in displaying the success of this or that organisation in accomplishing its tasks and in contributing to the building of socialism. From this point of view enterprises, for example, had a strong interest in presenting a picture of a steady increase in the educational level of their employees and to show labour turnover in the best light, while the labour recruitment bureaux had a strong interest in showing how many people they had successfully placed in work. Despite the common view that statistics were systematically falsified in the Soviet period, our interviews lead us to believe that, at enterprise level at least, the statistics reported to state agencies were conscientiously compiled and that, for those figures which were significant as plan indicators, the inspectorates were sufficiently effective to prevent falsification. On the other hand, figures which had primarily ideological significance, such as the educational level of the labour force, were often not systematically collected at all, but were merely returned on the basis of what one could call ‘an improvement from the reported level’, corresponding to targets set in the enterprise’s ‘social development plan’. Other figures were simply misleading, such as those on the skill structure of the labour force, because formal grade increases were often used as the means of increasing the pay of particular individuals or groups of workers, with no corresponding skill improvements in reality.

Nowadays, in keeping with the de-regulation of wide spheres of economic activity, enterprise statistical reporting has been enormously simplified and the whole apparatus of inspection, apart from matters of taxation, has been dismantled. This gives enterprises considerable freedom to misreport even those few data which they are obliged to report to the state statistical agencies. This is particularly true of the inflation of employment returns in a situation in which the size of an enterprise, as measured by the number of its employees, still has some importance as an indicator of its success in weathering the storm of the transition to a market economy and in determining the political weight of the enterprise. An additional factor, to which many Western commentators have drawn attention, is the excess wages tax under which, until January 1996, the wage bill was taxed as profits to the extent that it exceeded an average wage of six times the derisory minimum. In principle enterprises could reduce their liability to this tax quite simply by inflating their returns of the number of employees, so increasing the size of wage bill which could be paid without incurring additional tax liabilities.

Our own previous research had led us to the conclusion that there was systematic misreporting of employment data by enterprises, because of the gross disparities which we found between data reported at enterprise level and data collected at shop level, and between reported data and our own observations in the shops (Kozina, 1996). For these reasons we conducted a systematic investigation of the collection and reporting of enterprise statistics in our case study enterprises, in particular to discover whether there was systematic distortion of the data which would be amenable to correction. It should be emphasised that this research concerns only the collection and reporting at enterprise level. What is done with these statistics in the oblast and federal statistical offices we do not know and the production of aggregate data does require a considerable amount of guestimation of data relating to non-reporting enterprises and organisations, particularly those in the new private sector. In reviewing the results of this research we need to distinguish between ‘old’ and ‘new’ enterprises. 

Old enterprises

Large and medium enterprises (those with more than 200 employees in industry and construction) complete form 2-T on labour which is returned monthly to the regional statistical administration, and a sample of small enterprises report on form MP, although other data is collected through surveys of enterprises and through the labour force survey, which was originally designed to establish a more accurate estimate of the number of unemployed.� 

The data used to complete form 2-T derives from two sources. First, data on the registered number of employees and on the hiring and departure of employees maintained by the personnel department of the enterprise on the basis of their personnel records. Second, data on the actual number working and the hours worked prepared at shop level by the time-keeper and reported monthly to the planning-economic department of the enterprise, which is the department responsible for filling in form 2-T. 

In addition to information about wages, prepared by the department of labour and wages, Form 2-T requires data on the registered number of employees (that is, the total number registered as working in the enterprise) by certain categories, the average registered number of employees (that is, the actual amount of work done in the month in terms of full-time equivalent personnel), losses of working time, the number of industrial-production and non-productive personnel, the number of industrial-production personnel hired and the number leaving in the given period, and the formal reasons for departure of those leaving.

In general, although there are many sources of inaccuracy and there are discrepancies between data collected from different sources, our conclusion is that the data are conscientiously collected and accurately reported. The figures on registered numbers and on average registered numbers can be considered an accurate reflection of the numbers employed and the amount of time worked. The reorganisation of enterprises can lead to changes in the accounting units, for example if an enterprise is broken up into smaller units, but this does not affect the aggregate figures. In particular, we have no evidence that any of our enterprises have over-reported their numbers with a view to evading the tax on excess wage payments and have no reason to believe that they have done so.

The breakdown between production-industrial and non-productive personnel is not particularly meaningful because there are no standard definitions employed, and definitions can change over time.

The figures on turnover are accurately collected and reported, but may overestimate the extent of turnover partly because it is not uncommon for people to register without ever coming to work, so being counted as both a hire and a quit, and partly because some people who change their employment status are registered as both a quit and a hire. 

The most misleading figures are those which give the formal reasons for departure. The proportion reported as leaving voluntarily is substantially exaggerated because many disciplinary dismissals and compulsory redundancies are officially registered as voluntary quits. This is in addition to the obvious fact that many voluntary quits occur under pressure from the administration (non-payment of wages, low pay, transfer to other work). Differences in the data relating to different types of enterprise are as likely to result from differences in reporting practice as from real differences, although we would expect those paying better wages to have lower natural wastage and so to make greater use of compulsory redundancy to reduce employment.

In addition to the reported data, a large amount of personnel data is still maintained in enterprises, although this is not usually aggregated or analysed. The most reliable such data is that prepared at shop level, which may often differ substantially from data held in enterprise records. We have therefore used shop-level data to provide the most accurate picture of labour mobility in our research. We had no problems in securing access to this data, including the personal record cards and labour books of individual employees, which proved to be a very rich source of data as a supplement to and check on our work history interviews.

In addition to form 2-T and returns to the tax inspectorate, enterprises are surveyed by various state agencies and researchers. Where the data required is readily available we have no reason to believe that enterprises misreport the figures, but where data has to be specially prepared we suspect that returns are based on guesses or are quite arbitrary, and may frequently express impressionistic estimates which are at variance with reality. In relation to questions regarding enterprise policy and practice it is important to be aware that questionnaires are completed by central management bodies whereas, in the area of employment, much policy-making in practice takes place at the level of the subdivisions. 

New enterprises

The situation is quite different in new enterprises, which are usually sufficiently small as not to have to complete form 2-T, but which are haphazardly surveyed by the statistical services. Their only reporting requirements beyond this are to the tax authorities, whose records are not normally available to Goskomstat. New enterprises do not maintain systematic employment records beyond, in the best cases, those records of recruitment, departures and disciplinary measures required by the Labour Code, which may themselves be handled summarily. In general enterprises do not have summary data on the structure or changes in employment, and their reporting to outside bodies, including the tax authorities, is based on arbitrary or systematically distorted figures. No reliance is therefore to be placed on state statistical data derived from the reporting of small, and particularly new, enterprises.

At the same time, we found that the enterprises which we selected for case study were very willing to give us access to their employment records, and in several cases to prepare data for us.

Our overall conclusion is that the data submitted to the state statistical service by large and medium enterprises is, in general, accurate so far as numbers, time worked and turnover are concerned, although the reasons for turnover are seriously distorted. Although there are substantial discrepancies in data from different sources, apart from the latter point we have not found any source of systematic error or distortion in the collection and reporting of employment statistics. Whether this data is accurately aggregated and reported by the regional and federal offices of the statistical service we do not know on the basis of the present research. We do know that the data submitted by new enterprises is worthless. 

Employment policy in different types of enterprise

In this section we review the findings of our analysis of employment policy in the three types of enterprises which we have defined: unsuccessful, successful and new enterprises. The most general finding is that all state enterprises have pursued a positive strategy of ‘preserving the labour collective’, but this can mean very different things in different contexts. In particular, the same phrase can cover a strategy of seeking to preserve the number of the labour collective, allowing wages to fall in order to maintain employment, and a strategy of seeking to preserve the quality, skeleton or nucleus of the labour collective, in which the first priority is to pay high wages to core workers, even if this implies substantial cuts in employment. Most state enterprises have moved at some stage from the first to the second variant of this strategy either as a deliberate strategic decision of management or under pressure of circumstances. Nevertheless, within this common rhetorical framework there are significant differences to be observed between successful and unsuccessful enterprises, the latter being unable to do more than to try to limit the decline in numbers, the former aiming to upgrade the labour collective.� In neither case is it the rule that enterprises seek to retain labour for its own sake: the least successful enterprises face shortages of key production workers because they are unable to pay adequate and regular wages, the more successful force out less desirable employees in order to upgrade the labour force.

Unsuccessful enterprises

For all unsuccessful enterprises the turning-point was 1992, since when they have entered a crisis phase from which they have still not been able to extricate themselves. Within the framework of the strategy of the preservation of the number of the labour collective common to all unsuccessful enterprises two variants – a ‘conservative’ strategy and a strategy of ‘balancing conservatism’ can be observed (See further, Samara Research Group, 1996). In the first case the stress is placed on adjusting to crisis through the regulation of working hours, in the second case these measures are supplemented by a ‘qualitative cleansing’ of staff effected by line managers. Despite the subjective intentions and declared purposes of senior management, staff reductions for economic reasons began to occur in both groups of unsuccessful enterprises during 1994–5. 

The main attention of the management of unsuccessful enterprises is directed at the control of separations of staff, while hiring is the most passive element of their employment policy. The administration does not impose any particular restrictions on recruitment for work, but the demands made on new workers are reduced because of the difficult of attracting them. As a result the enterprise conducts an ‘open door’ recruitment policy. The other distinctive element of hiring policy at depressed enterprises is its marked decentralisation in comparison with successful enterprises. 

At unsuccessful enterprises there are few innovations in the field of hiring staff and the use of flexible forms of employment. However, these enterprises work more actively with the employment services than others.

Despite distinctions in the subjective approach of senior management and in the timing and sequence of steps taken in response to the crisis, objective circumstances – financial difficulties and the absence of real levers of employment policy – have played the leading role in determining that depressed enterprises have ended up with a common result – the number of staff is sharply reduced and the technological and social personnel nucleus of the enterprise is destroyed.

Successful enterprises

At successful enterprises the financial limitations on employment policy are less rigid and consequently the opportunities for the continuation of the traditional policy of preservation of the labour collective at its former size are wider. As in the unsuccessful enterprises, 1994 marked the watershed when change became unavoidable. These shifts were connected with the complication of the financial position caused by a sharp deterioration in the general economic situation, aggravated for some enterprises by adverse changes in domestic and world commodity markets. Compromise measures for the preservation and protection of staff – a partial working week and administrative leave – were originally adopted. However, as against the depressed enterprises, the management of successful enterprises sooner or later became aware of the possibility of getting the process of employment restructuring under its control before this process began to occur spontaneously. At this point the purpose of reductions becomes the preservation of the personnel nucleus through the removal from the enterprise of less desirable workers and, if not an increase, at least the preservation of relatively high wages for those who remain.

Attempts by the management of successful enterprises to reduce their staff to a minimum for financial reasons run up against limits which arise from the need to preserve the enterprise as a purposive industrial and social organism. New external owners of the enterprises find themselves compelled to act within the framework of the same limits.

The employment policy of successful enterprises differs from that in unsuccessful enterprises in its greater adaptability to financial, technological and social constraints. At these enterprises flexible forms of employment for the regulation of the number and personnel structure of staff are more widely used.�

The more favourable financial position of the successful enterprises widens the opportunities for pursuing a selective employment policy. While the management of depressed enterprises focuses its attention on the control of the separation of staff, the centre of attention of the management of successful enterprises is hiring policy, particularly in the first instance of specialists in working in the new market structures.

The channels of hiring of different categories of staff are stratified. Alongside the continued domination of the traditional policy of hiring through friends and relatives for management and skilled workers’ posts, external hiring on a competitive basis is increasingly used for the recruitment of specialists. 

There is an observable tendency to the formalisation of the demands made on newly hired employees and of the recruitment procedure itself, and one can also observe attempts on the part of senior management of the enterprises to centralise the selection of staff. The centralisation of recruitment for work (conclusion of contracts, the formalisation of channels of hiring through friends and relatives) creates the preconditions for a process of reorganisation of employment at the level of the enterprise controllable by management (or outside owners). 

New enterprises 

As against the ‘old’ enterprises, with their traditional employment policy of ‘preservation of the labour collective’, new enterprises have first to create a labour collective. A necessary condition for the development of new firms is the formation of a staff which forms the technological and social nucleus of the enterprise, whose existence then makes the reproduction and expansion of the enterprise possible. With an increase in the size of the enterprise and more complex activity the problem of structuring the staff arises. 

A two-sector model of internal employment, consisting of a ‘core’ and a ‘periphery’ is characteristic of newly created private sector enterprises. The two parts of the labour force differ in the structure and forms of employment and the payment of labour. The chiefs (owners) and some of the specialists who are included in the ‘core’ work on a permanent basis (are part of the staff). The workers and specialists who belong to the periphery work on a temporary basis on contractual terms.

Different channels of hiring are applied to different categories of staff: personal connections are used for hiring the chiefs and specialists who form the core, while for the peripheral workers competitive recruitment and free hiring are used. The transition from hiring through family connections to those through friends, acquaintances and professional contacts is characteristic of developing new firms operating in a competitive environment.

In new firms more formal procedures of selection are used more often and formal criteria of selection (age, training and practical experience) are given considerable significance.

One more distinctive feature of employment policy in new firms is the centralisation of decisions regarding personnel questions in the hands of the founder-proprietors.

While in many medium and large concerns experiencing financial difficulties the system of professional training and retraining of staff is in decline, new firms which work in new lines of business organise their own systems of staff training. So as not to lose the costs of staff training and staff with specific knowledge new firms begin to develop a policy of retaining key workers in order to preserve the nucleus of the enterprise. At the same time, the existence of a stable nucleus is one of the preconditions for the expansion of the firm and the hiring of new ‘peripheral’ workers. Thus, with the formation of a nucleus of the labour collective in private concerns the problem of the effective utilisation of the potential of the labour force and the creation of the conditions for its preservation arises.

The overall conclusion of our investigation of management strategies is that there is some convergence of strategy between all three types of enterprise, as the unsuccessful are forced to abandon their attempt to hold on to employees at all costs and the new enterprises are forced to pay attention to the need to preserve the nucleus of the labour force, in both cases the primary constraint being the need to ensure the reproduction of the enterprise as a purposive social and technical organism, this in turn being the condition for the adaptation of the enterprise to changing circumstances and its expansion to grasp new opportunities.

The structure of the internal labour market

Western economists regard the retention of labour in readiness for an upturn of production as completely irrational in a situation in which labour market pressures are being relieved by growing unemployment, so that any enterprise will be able to hire new employees if and when production resumes. However, the nucleus of the enterprise which the directors seek to retain is not simply a nucleus of technically skilled workers, familiar with equipment which is often unique to the factory and which they alone are able to keep going, important as this is. The nucleus of the enterprise is also defined socially, as the reliable and dedicated workers at the heart of the network of social relations on the shop floor on whom the operation and reproduction of the enterprise as a social organism depends. The nucleus is therefore as much a social as a technical conception. 

The distinction between the technical and social skills and attributes of the labour force leads us to a preliminary classification of the labour force which can be applied to both production and non-production workers and, in principle, to any branch of production and which is a little more complex than the traditional dichotomy of core and periphery, which we ourselves use in relation to ‘new’ enterprises. This classification is based on the two cross-cutting axes of technical skill and social attributes.

We define the internal segment of the labour market as those employees who have high technical or professional skills and who are also at the heart of the social networks of the enterprise. Their skills tend to be firm-specific, acquired over many years of service, but they tend to have a wide range of such skills and to be the most flexible workers. These are above all the employees who in the past were referred to as kadrovyi. The industrial segment is that which has relatively low technical and professional skills, but has long service and a record of loyalty and commitment and is a social mainstay of the enterprise. The professional segment is those workers who have high technical or professional skills, but not necessarily a high degree of commitment to the enterprise. The marginal segment is those with neither technical skills nor social commitment. 

These four segments differ in their role within the enterprise, but also in their labour market behaviour. The internal segment are well able to defend their position in the enterprise and are able to control entry to their group but, with firm-specific skills and being older, they have few prospects in the external labour market. They tend, therefore, to hold on at an enterprise until the last. If they have secondary work it is usually also within the enterprise, whether official or unofficial. Those who have not yet gained access to the inner sanctum, not having built up their social position, tend to be much more mobile and much more active in secondary employment, particularly if opportunities within the enterprise are blocked. The industrial segment is those workers with a lower skill level, usually also firm-specific, who have established a position for themselves on the basis of long-service, commitment and a network of social contacts. They also have low levels of voluntary mobility because they have few opportunities outside, but have lower pay and independence at work. This category includes many women, particularly in the offices, and younger workers. They tend more than other groups to be sent on administrative leave, because they are technically dispensable and there is less risk of them leaving voluntarily, and they are more likely to be laid off in the event of the need for compulsory cuts because they are unlikely to leave voluntarily.

The professional segment have high but not firm-specific technical or professional skills. This is the group which is in the strongest position on the external labour market but which, in the past, tended to be lower paid because they were predominantly involved in auxiliary sections rather than in direct production. They are also the most affected by the reorganisations of management structures which have become common in recent years. They therefore display relatively high voluntary labour mobility and are heavily involved in secondary employment. The marginal segment is the most unstable group, comprising low-skilled workers and is typically highly mobile with low levels of discipline, seeking higher earnings not by committing themselves to one place or building up their skills but by moving from job to job to exploit whatever opportunity offers the best return at the moment. 

Secondary employment

Secondary employment plays a crucial role in the development of the labour market, increasing its flexibility and smoothing the transition, but its novelty and importance should not be exaggerated or its negative consequences ignored. Secondary employment was widespread in the Soviet period, both as formally registered additional jobs and as (until 1987 usually illegal) individual labour activity providing goods and services for the population. These remain the dominant forms of secondary employment today. The largest growth in the sphere of secondary labour activity is in subsistence production, which we do not include within secondary employment.

Contrary to the popular stereotype, secondary employment is not a mass phenomenon, participation not being much greater than in the Soviet period, and it is not predominantly informal employment in the new private trading sector. At least two-thirds of the working population have no access to secondary employment, and the most disadvantaged groups of the population — women, the elderly and disabled, the unskilled — have the fewest opportunities for secondary employment. Thus secondary employment plays more of a role in improving the material situation and life chances of the most competitive groups of the population than protecting the most impoverished and disadvantaged groups from destitution. The majority of people who do have second jobs take these jobs within the formal sphere of employment (they are officially registered in one way or another), many within their own enterprise. Only a relatively small proportion are involved in trading activities as their second jobs, and this tends to be more on a casual and episodic basis, helping out friends and relatives. Thus trade is increasingly a full-time occupation, not particularly marked as a sphere of secondary employment.

The conclusions of our research can be summed up briefly: 

Secondary employment serves a number of important labour market functions:

For some workers secondary employment is a means of survival in conditions of partial employment or low salary, while for others it is a means of satisfying high economic and social aspirations.

For state structures, secondary employment is a ‘shock-absorber’ of social tension, for managers at all levels it is a means of holding onto staff, and even of maintaining a surplus in case of the growth of production.

Secondary employment indirectly influences the level of labour mobility. This is in those cases when the additional, secondary, work becomes the testing ground for trying out other opportunities, a way of checking on the ‘marketability’ of additional skills and capabilities, and also simply a period of adaptation before the transition from the former ‘main’ job to a new one. In other cases the need to do additional work results in the destruction of the habit of always working in one place and widens the spectrum of possibilities the person considers.

In small organisations, where there are natural limits to individual transfers within the framework of the organisation, secondary employment partly replaces the functions of vertical and horizontal internal mobility.

The behaviour of people in the sphere of secondary employment is defined by a complex set of characteristics, the main ones of which are sex and education. In the final analysis the boundary between those engaged in additional work and those not so engaged is not determined by biographical data, but by socio-psychological and socio-cultural features of the workers. 

The position of employers of all types in relation to secondary employment is expressed in the phrase ‘we won’t help, but we won’t hinder it’. At unsuccessful enterprises this position is clear and unavoidable: if you cannot provide your employees with work and wages, you should not interfere in people’s attempts to earn enough to live and you should be thankful that they still pin some hopes in you and have not all left. If the administration hardens its policy in relation to additional work the likelihood is of a mass departure of workers involved in secondary employment from the enterprise.

At successful and new enterprises the situation is slightly different. Here the administration is much quicker to exert control over additional work so that it does not develop to the detriment of the main activity.

There are obvious negative consequences of involving a large number of workers in the sphere of secondary employment:

reduction of the social protection of workers in the present and future (the incomes of the majority of kinds of additional employment are not subject to the normal deductions for sick pay, holiday pay and, eventually, pension)

professional degradation at the main place of work, deskilling and the further undermining of already low labour morale.

The sphere of secondary employment is gradually narrowing. First, because the jobs which have traditionally been available in enterprises for subsidiary employment are either being cut or being filled by permanent workers from among those who have been made redundant but redeployed by the enterprise. Second, particularly in the informal external labour market, by virtue of the increasing competitiveness and professionalisation of work in trade and services. The narrowing of the secondary labour market is likely to lead to a further deterioration in the situation of the less advantaged members of the labour force.

Behaviour of the workers in the labour market: methods of job search and recruitment

The study of methods of job search was based on the analysis of semi-structured interviews, a leading theme of which was the labour biography of the respondent. A total of 260 interviews were conducted with workers of the twelve enterprises in which case studies took place. It should be emphasised that this data relates only to those currently employed in these enterprises, so it does not touch on the unemployed or those working, for example, in budget organisations or in agriculture, although some additional interviews were conducted with former employees. It is also important to note that our research was conducted in areas of ‘normal’, low unemployment. 

In spite of the fact that distinctions of biographical situation, psychological features and life circumstances determine distinctions of individual recruitment strategy it has been possible to distinguish some general factors influencing people’s behaviour in the labour market. The following factors prove the most significant: temporal, as the modern employment situation significantly differs from the situation prior to the beginning of the 90s; socio-cultural, as people of different generations, different sexes and belonging to different social strata behave differently in the labour market. And, finally, the prestigiousness of the job has an influence on labour market behaviour (in our research this is analysed from the point of view of the type of enterprise). The principal conclusions of our research can be summed up as follows.

Despite fundamental socio-economic changes, including those in the labour market, personal employment strategies have not really undergone significant change. The first thing that can be stated is the existence of a series of traditional methods or channels of recruitment which are common to all:

	Recruitment with the help of personal connections. 

In the Russian system of labour relations the role of personal connections in job search and recruitment has become pre-eminent. However, patronage in job placement is by no means a new phenomenon in Russia, connections of friends and relatives playing a very important role in Soviet times. However, in recent years this method of job search and recruitment has not only become much more common, but its specific application has also changed somewhat, as became clear from our interviews. Within this category there are really three distinct methods of recruitment: direct help in getting work through patronage or recommendation; the provision of information about a job; and recruitment through professional contacts.

	Independently – active search for a job on one’s own. This is also a common method of finding work, but less so than in the past. 

The opportunities for independent recruitment have narrowed very considerably as there have come to be fewer jobs, but recruitment ‘from the street’ is also limited by the protectionist policy of the administration of the majority of enterprises which prefer, as a rule, to recruit new employees from among the relatives and friends of the existing staff. Independent recruitment as a specific personal employment strategy is now characteristic but only of certain groups of employees: pensioners, low-skilled and unskilled workers, some young workers, and some occupational groups, such as building workers, whose skills are still in high demand. 

There are also some new variants of independent recruitment, through participation in competitions and through the creation of one’s own job, but these are still only rarely used.

	Recruitment with the help of the employment service. This is not a significant channel, except for the least employable sections of the population: unskilled youth, pensioners and those near to pension age, general labourers — those sections of the labour market which in the past were served by the notorious labour placement commissions. The employment service, as a rule, is only able to offer low-paid and low-status jobs and its main function in practice is to administer the benefit system and to collect statistics. Both employers and employees tend to be highly dissatisfied with the work of the employment service and regard it as a last resort. Active labour market policies are confined to the provision of unsophisticated short training courses and the subsidisation of existing jobs, largely on a political basis at the direction of the local administration.

Non-state, private, labour exchanges are beginning to emerge to service that segment of the labour market which involves high-skilled high-paid jobs. Private agencies are used mainly for the recruitment and placement of skilled specialists, where employer and employee are willing and able to pay the fee.

	Placement through the compulsory distribution of the graduates of educational establishments. This was the principal route into employment in the past, but has now lost the compulsory dimension and is becoming much less significant as a means of job placement. Those few cases of job placement through distribution which we have recorded since 1990 all involved the use of personal connections.

These four categories exhaust all possible methods of recruitment. The methods have not changed, but the distribution between them has changed quite markedly in the period of reform. 

The most preferable and widely used source of information about vacancies is relatives and friends. The next most significant sources are announcements of vacancies posted in factories and in the streets and published in newspapers, including specialist newspapers set up to service the labour market. The employment service and independently visiting personnel departments of enterprises do not now appear to be important sources of information about vacancies. 

Personal employment strategies have not changed and do not vary a great deal. As a rule, possibilities of recruitment through personal connections are explored first of all, and for the majority these prove successful. If personal connections do not work then people turn to independent search for work, first of all looking for announcements and advertisements and then, much less often, touring round personnel departments. Only in the last resort do people turn to the employment service.

The high levels of labour mobility should not conceal from view the fact that the stereotype of behaviour in the labour market has remained as it was in the past. For the majority of people the priority is to find a permanent place of work with a stable income where they can work for many years. In this sense a large part of labour mobility today is forced, a feature of the crisis period. Once people have found themselves an acceptable job, most people leave that job in only one of two circumstances. Either when the size of wages or delays in its payment makes a normal existence impossible (and in this case people, as a rule, try to keep going by taking on secondary employment rather than leaving), or when people are effectively forced out of the enterprise in order to reduce the size of the staff (and here most people try to get another job at the same enterprise, even if it involves a drop in pay and status).

The majority of people have no desire to leave for another enterprise, and many of those who have left speak of the pain and anguish it caused them, even if they are now in much better work, and they often express a desire to return to their ‘home’ enterprise if the situation there stabilises. Most people who do decide to leave prefer to stay on in their old job while they look for another, with secondary employment providing one of the channels through which they explore other possibilities. 

Internal mobility

The ideal of remaining in one enterprise for one’s entire working life meant, to the extent that it was realised, that the principal site of labour mobility was within the enterprise. However, there has been very little research on the internal mobility of labour within enterprises.� In order to understand the processes of internal mobility we conducted interviews with workers and shop management, and also conducted a systematic analysis of internal mobility in those enterprises for which data was available, based on the examination of the internal enterprise records and the personal cards of employees which, at least in principle, record every change of status and change of post.

The first conclusion to draw from this research is that just as the ideal was to make one’s career within one enterprise, so within that enterprise most people tended to stay within a single shop, with very low levels of inter-shop transfer. This means that in all but the largest enterprises people were much more likely to leave the enterprise than to move to another shop (up to ten times more likely on our data). This is not only explained by ‘shop patriotism’ but also by the fact that shops tend to be technically specialised and Soviet/Russian occupational definitions are very narrow so that skills would not necessarily be transferable from one shop to another. This limitation on transfer, together with the limitations on promotion inherent in a small unit, is one reason why people breached the ideal of stability by changing enterprise in order to advance their career, particularly in smaller enterprises. 

The very narrow band of occupational classification and the fairly flat hierarchy within the shop also meant that occupational and intra-shop mobility were very limited, with only two principal transitions: one from apprenticeship to the appropriate skill grade and the second after at least ten year’s service when the worker could expect promotion to the ranks of the kadrovyi workers. In general, therefore, the Soviet worker would spend his or her early career moving around looking for an enterprise and/or a shop within which to settle down and then stay there, only expecting promotion and additional benefits after about ten years. There was accordingly very little flexibility either within or between shops.

In the Soviet period internal mobility was primarily on the initiative of the worker, but the scope for this kind of voluntary mobility has been considerably narrowed by the pressures of staff reduction and insecurity which reduce the scope for transfer and induce people to hold onto their jobs. The frequent reorganisations of enterprises in the attempt to develop new management structures have involved a higher level of ‘paper’ transfers, where a unit is transferred nominally from one subdivision to another. Much more important, the attempt to hold on to core workers and to cope with sharp fluctuations in production in response to sales and financial instability has involved a substantial increase in administratively sponsored transfers as redundant workers are redeployed and as workers are transferred from one section or shop to another to meet the changing demands of production. The reduction in the scope for voluntary internal mobility and the increased scale of administrative internal mobility is one of the factors which has induced an increase in external mobility, as those who want to advance their careers or who are dissatisfied with the changes imposed on them are more likely to leave.

Our conclusion is that internal mobility is an important instrument in management’s attempt to preserve the nucleus of the labour collective. But this does not mean that it is a negative phenomenon from the point of view of the development of the labour market, since it substantially increases the flexibility in the use of the labour force and so increases the ability of the enterprise to withstand the shock of transition. In this sense internal and external flexibility are genuine alternatives.

External mobility

Our research into external labour mobility was based on internal enterprise statistics, the examination of personnel records and interviews with personnel department staff and with workers. Here we only sum up the results of this research.

In the past the external labour market was dominated by the movement of low-skilled and undisciplined ‘peripheral’ workers, while the core of skilled kadrovyi workers was stable. A new model of mobility has emerged in the transitional situation which co-exists with the old model rather than displacing it. This new form of mobility is connected with the differentiation of the position of enterprises and the deepening differentiation of pay.

For successful enterprises external mobility is typically moderate. In some of them there is a tendency to close the internal labour market even more, reflected in the weakening of connections between the internal and external labour markets and increase in internal mobility. Recruitment is restricted, but this does not mean that it has ceased. On the contrary, the level of recruitment of new workers in particular periods may exceed the level of separations.

The closure of the labour market is displayed in the fact that vacancies for well-paid jobs for skilled workers are not advertised but are filled, as a rule, through informal channels of internal or external hiring on the basis of personal connections. Low-paid work which can easily be combined with another primary job is also taken by existing employees. Low-paid jobs involving simple physical work are normally filled through the internal redistribution of workers nearing or beyond pension age. Access to the enterprise from the external market is open only for unskilled, low paid, physically heavy work in bad working conditions. These jobs are filled from the external labour market by young people, unemployed sent by the employment service and former employees. Although recruitment may officially be closed, successful enterprises are still keen to take on high-skilled workers from less successful enterprises. Thus the successful enterprises improve the composition of their labour force at the expense of those enterprises which find themselves in a crisis situation.

Unsuccessful enterprises are more open to the external market which is reflected in a higher level of turnover and a significantly larger number of quits than hires. Voluntary quits, provoked by low pay and delayed payment of wages, prevail over compulsory lay-offs. The first to leave are the workers with all-round skills who are the most mobile, then workers with basic trades and ITR join the outflow. As a result those who remain are those close to or beyond pension age and those with narrow skills applicable only in this branch of production. Such depressed enterprises also become the last resort for people who for one reason or another have fallen out of networks of social connections. 

The employment service and the formal external labour market plays an insignificant role in placing the unemployed in vacant jobs because nobody wants to recruit ‘from the street’.

New private enterprises are marked by high levels of mobility of staff. The main inflow is from state enterprises, with managers and specialists settling into permanent jobs, while the peripheral workers and specialists are very mobile and often take the jobs as secondary employment.

Women in the labour market

Our research did not set out to address the problem of gender as a factor in the labour market in Russia because this is an extremely complex issue which needs to be the focus of specific research. In the early stages of transition women predominated among the registered unemployed and women continue to constitute the majority of those formally made redundant, although this is primarily because women are much more reluctant to leave their jobs voluntarily than are men. Discrimination against women is overt and unimpeded by the law, with many employers expressing a preference for men. Men have rapidly moved into occupations such as those in economics and finance, which were once overwhelmingly low-status female professions but which have acquired new prestige and importance with the growth of the market economy. In the two regions which were the focus of our research unemployment continues to have a predominantly female face, although in Russia as a whole women constitute about half of both the registered and the survey unemployed, and this is not because women have been pushed out of the labour force, the participation rate for women have fallen less than that for men. Despite the discrimination against women, the fact that employment reductions have been achieved predominantly by natural wastage has enabled women to hold on to their jobs, so that the proportion of women employed has actually increased in almost all branches of industry, although women’s greater reluctance to move also means that, as can be seen in all our case study enterprises, women are increasingly concentrated in the low-wage no-wage enterprises as the men leave for jobs with better prospects. Women are also very active in the new service sector, in retail trade and in public catering. On the other hand, while there is certainly very considerable overt discrimination against women, women are more highly educated than men and they are concentrated in those professions and those branches of the economy which ought in theory to be the growth areas in the transition to the market economy, the service sector and light and consumer industries, while men have been concentrated in heavy industry and the military-industrial complex which should bear the brunt of restructuring. Many employers consider women to be more diligent, responsible, reliable and docile employees than men so that, even while expressing a preference for men, in practice they go on hiring women. It is not, therefore, obviously the case that women have been the principal victims of the crisis, although it certainly is the case that men have sought to shift the burden onto women and that to some extent they have succeeded.

The issue of gender is complex because the high degree of gender differentiation and segregation in employment makes it very difficult to disentangle the independent influence of gender as a factor determining employment patterns. Our own research, and in particular our work history interviews, indicate that although men everywhere have a wider range of choices and opportunities than do women, gender cannot be isolated as a single independent variable which has a uniform impact. On the one hand, gender is not nearly as important as education, training and experience in determining the careers of women specialists and managers, until they hit the ceiling (and in Russia it is not made of glass) which largely excludes them from top management in all spheres. On the other hand, among workers we observe very different kinds of career patterns and labour market behaviour among men and women, with husband, home and children serving as determinant constraints in the employment choices faced by women. While men can choose their occupation and workplace and can make themselves a career, women have to bow to other demands and to change jobs in response to those external pressures. One consequence is that women are far less likely than men to build up the continuity of service and the depth of experience in one trade or profession which makes them desirable employees even as they grow older, so that women’s employment prospects decline much more rapidly with age than do those of men, and women live in much greater fear of unemployment than do men. 

Conclusion

Our research was not intended to provide quantitative assessments of the extent of employment restructuring or of the use of different channels of labour mobility, but to identify their qualitative characteristics. The starting point of our research was the belief that we have to consider people not as atomised individuals but within the social networks and social institutions within which they live their lives. We believe that this is true of any society, but it is particularly true in Russia where the Soviet sense of the labour collective, shorn of its Communist rhetoric, remains a very meaningful reality in people’s lives, the basis of Russian society to the extent that other social and cultural institutions which can provide people with a point of reference are still very undeveloped. Thus the problem of employment is not that of redeploying people as individuals so much as that of transforming and re-directing their labour collectives.

The process of structural adjustment has been able to take place without mass open unemployment because of the very substantial flows of labour directly from unsuccessful to more successful enterprises, with wage differentials being the primary incentive to labour mobility and social networks the primary means by which people move jobs. These same networks provide access to secondary and casual employment, to participation in subsistence production, and to social and material support which are essential for survival in Russian conditions and are the basis of continued social stability in the face of a catastrophic economic decline. Wage differentials are compounded by considerable delays in the payment of wages and extensive short-time working, which means that income differentials are substantially greater than raw wage differentials. Such large differentials have been maintained by the willingness of a substantial part of the labour force to continue to work in (or at least to remain registered at) enterprises which pay extremely low wages with very considerable delays. One reason for this is certainly the very low level of unemployment benefit, although even unemployment benefit is more generous than unpaid leave or unpaid wages. A further reason is the importance of retaining registration as an employee in an enterprise in order to maintain one’s work record to qualify for pension and other benefits, which is particularly significant for employees working in conditions officially designated as ‘harmful’ who enjoy enhanced pension rights. Registration also provides access to a further, although diminishing, range of social and welfare benefits. In the past many people worked in a particular enterprise to qualify for free or subsidised housing, but this benefit has largely gone as enterprise housing construction has been cut back, and what there is is usually sold at prices beyond the reach of the ordinary worker, even on privileged terms. The third, and very important reason, why people continue to work for insignificant pay, often at considerable risk to their health, is the persistence of the Soviet work ethic, particularly among older people. This ethic involves not only a commitment to labour and a horror of ‘parasitism’, but also an attachment to the ‘labour collective’ as what many workers refer to as their ‘second home’, and many even regard as their first home. 

The importance of social networks in the recruitment of labour, particularly by the more successful enterprises, means that those who remain in the less successful enterprises are not necessarily those who lack the technical qualifications necessary for work elsewhere, but in many cases are those who are unable or unwilling to move because their social networks do not extend far beyond their native enterprise, so that they lack the confidence to move and the connections necessary to find a good job elsewhere. This is one reason why labour mobility occurs through more or less dense institutionalised informal networks which connect neighbouring or kindred enterprises with one another (and these networks can cover large geographical distances: in cases, for example, when an enterprise was founded on the basis of a transfer of staff from a parent enterprise elsewhere, or of the recruitment or drafting of labour from a particular geographical location, channels of mobility are established which can persist for decades).

Labour market flexibility has thus far protected Russians from the scourge of mass unemployment, but this is its one redeeming feature. The high level of labour mobility should not conceal from view the fact that around half the working population have not changed their jobs but hold on, despite low pay, unpaid wages, short time and compulsory leave, retaining their old values and clinging to the hope of a more stable future: the flexibility of wages is an indication of people’s (often ambivalent) attachment to their workplaces. This is also manifested in the fact that many who have changed jobs have done so with great reluctance under pressure of economic circumstances and would return to their old workplaces if they could.

While labour market flexibility has provided the opportunity for some to improve their position and for others to avoid the worst effects of the crisis, the fact remains that the crisis of the Russian economy continues to deepen, the number of available jobs is in steady decline and wage levels remain extremely low. Labour market flexibility within the state and former state sector, which still employs at least three-quarters of the working population, has involved a reshuffling of a diminishing pool of jobs among largely the same group of people, since new entrants to the labour market are reluctant to take such jobs on anything but a temporary basis, with a growing pool of young and older workers pushed to the margins of the labour market, surviving on the basis of subsistence production, casual labour and support from friends and relatives and little or no investment in the creation of new jobs in the productive sphere, in either state or private enterprises.

This reshuffling of jobs has led to a polarisation of enterprises which presents acute problems for future industrial and employment policy. The degraded enterprises, usually burdened with debt, endowed with outdated and deteriorating equipment and producing products which are uncompetitive in a market environment, are the prime candidates for bankruptcy. While they may have some realisable assets, if these have not already been sold off as the price of survival of the enterprise and/or for the enrichment of managers and their associates, these assets usually amount to no more than their premises and real estate, stocks of raw materials, and the scrap value of their equipment. As a result of the process of employment restructuring the labour force which remains in these degraded enterprises comprises those who have not left despite everything, who are predominantly the older and less flexible manual workers, managerial and professional staff who have little prospect of finding work elsewhere, and those who have come to the enterprise because this is the only place that will give them a job, the notorious ‘misfits, drunkards and absentees’ who are the bane of every manager’s life. In both cases these are not necessarily people with limited technical skills and capacities so much as people engaged in limited or restricted social networks. 

With the younger, more enterprising and flexible managers and workers having left over the past five years, these enterprises have little prospect of adapting to new conditions, even if the opportunity was presented to them. However, the bankruptcy of these degraded enterprises will throw a mass of people onto the labour market who are ill-equipped, or completely unequipped, to work in competitive conditions, who have been working in these enterprises only because they have been unable or unwilling to take a job anywhere else. The problem posed by a large-scale transition from disguised to open unemployment, which would be the consequence of widespread bankruptcies, would be compounded by the fact that these people have continued to work in the given enterprise either because it has been the focus and primary source of meaning of their entire lives, or because they are deracinated. To throw these people out of work would literally be to throw them onto the streets, in the sense that it would tear them from the primary social networks through which they have been integrated into society. These are the people for whom the social and psychological consequences of unemployment would be the most acute. These enterprises, which still account for a significant proportion of the labour force, are a time bomb waiting to explode.

The relatively prosperous enterprises have in many cases been able to use their situation to ‘upgrade’ the labour force, getting rid of unskilled and ill-disciplined workers, forcing out pensioners and those close to retirement age, bringing in younger skilled workers and professionals. However, in most of the prosperous enterprises this is the limit of their restructuring. Their prosperity derives, in general, not from advanced production methods or sophisticated products but from a favourable legacy from the past, whether it be large stocks of valuable equipment and raw materials, prime real estate, a strong political position or monopoly powers. Because most enterprises were privatised effectively without charge many have been able to make large profits, despite a sometimes catastrophic decline in production, by trading on this legacy. Their prosperity is expressed not in a high rate of return on capital invested, but in a positive cash flow. And even if a progressive management has upgraded the labour force, introduced new management systems and improved current operations, prosperity cannot last without new investment which, in the continued absence of any significant long-term private investment in industry, can only come from government or on the basis of government guarantees.

Labour market flexibility has provided considerable benefits to the new private sector, but this too cannot be considered to be entirely positive for society as a whole. On the one hand, new private enterprises have used their resources to attract the most highly skilled and innovative managers and specialists from state enterprises, depriving the latter of the people who could otherwise have played a leading role in their transformation, while employing such people in jobs which frequently make little use of their skills. On the other hand, new private enterprises use state enterprises as a reserve from which they can draw temporary and casual employees on terms which provide no job security, make no social insurance or tax payments and generally imply de-skilling and the intensification of labour. 

Russia has a highly trained and highly educated population whose skills in the past have been underused and misdirected and are now being discarded. Market-led restructuring is not leading to the emergence of dynamic new sectors and enterprises to displace the overdeveloped heavy industry and military-industrial complex, primarily for familiar Keynesian reasons that continuous economic decline does not provide a favourable environment for long-term investment while low and falling incomes do not provide a basis for the long overdue expansion of consumer services. The extractive and raw material processing industries should face profitable prospects in world markets, regardless of the state of the domestic economy, but their geographical location alone means that they cannot be insulated from the domestic economy, while their eventual technical restructuring and re-equipment on the basis of foreign investment and foreign technology will lead not to the creation but the substantial reduction of jobs. While few new opportunities are being created, the sustained industrial recession implies not only the deterioration of outdated enterprises but also the progressive destruction of the technological base of the economy as the military-industrial complex, engineering and light industry collapse with the decline in military spending and in the face of foreign competition. The problem is not a problem of the labour market and employment policy, but of an industrial strategy which can not only exploit Russia’s natural resources, but also use its abundant human resources. 

The failure of Russia to conform to the neo-liberal model of a state sector in terminal decline, with a new private sector ready to rise from the ashes of destruction, is a failure of the model, not a failure of Russia. The new private sector has a role to play in the sphere of trade and services, although it should be brought within the tax and legal systems, but if Russia is to recover it can be and will be only through the restructuring of the state and former state enterprises and organisations which remain the dominant employers and which will remain the dominant employers for a very long time. 

A growing number of commentators who have considered the West and East European experiences have reached the conclusion ‘that unemployment is not a necessary element of the restructuring process, and indeed may not even be helpful’ (Jackman, n.d., p. 3), indeed it can be argued that the most successful cases of structural adjustment have been precisely those which have not been associated with large scale unemployment.� The policy conclusion is then that ‘the objective of policy should be (or should have been) to try to balance the growth of jobs in the private sector with the decline in employment in the state sector, by encouraging the former and restraining the latter’ (Jackman and Pauna, 1996, p. 10). This implies a fundamental change in policy, from a policy focused on unemployment, which has encouraged low wages and the emergence of a casualised and de-skilled shadow economy by attempting to accelerate the decline of the state and former state sector in the hope that a vibrant private sector will emerge, to a policy which seeks to encourage the state sector to maintain employment, while at the same time inducing it to restructure. 

The policy dilemma is that the former goal is attained by keeping wages at a level which undermines the incentives required to induce the latter. If wages are forced up, for example by raising the statutory minimum wage to something approaching the subsistence minimum, then enterprises will be forced to lay workers off in their millions. It is at this point that our research would endorse the conclusions of Layard and Richter rather than those of Standing, in that our research has clearly shown the importance of continued employment both to the individual and society in maintaining individuals’ integration into the work-based social networks which provide the focus of their social existence as well as the channels through which they find secondary employment and new jobs. Russia certainly needs effective collective bargaining institutions, a minimum wage which at least approaches the physiological subsistence minimum, and the enforcement of elementary labour rights. It may even be that Russia needs to restore the former legislation that imposed a responsibility on the employer to train and place a redundant employee. But Russia needs such policies within the framework of a wider programme that can enable enterprises to provide employment at wages which at least meet the minimum subsistence needs of the employees and in working conditions which do not destroy the employees’ health.

Although the support and counselling of the unemployed always has a role to play, employment policy should focus on job preservation rather than on attempting to place those who have become unemployed. To date such job preservation measures have amounted to the subsidisation of enterprises on primarily political grounds at the direction of local authorities, with no reference to the long-term sustainability of the jobs being preserved. There is always going to be a tendency for political factors to play a role in the direction of employment-supporting measures, even an open democratic society, but this is not grounds for rejecting such measures outright: the implementation of any policy is politically constrained, the important issue is that policy formation should take place in an open, democratic and consistent manner.� Employment-supporting measures should therefore be provided within a framework of systematic policy evaluation in which the productiveness and sustainability of the jobs preserved is taken into account.

In the short run, there are very large reserves of human and productive resources locked up in state and former state enterprises which could be put to good use within programmes of social and public works, many of these resources being idle because of the over-hasty dismemberment of the housing, social and welfare apparatuses of the enterprise, where municipal authorities lack the material, managerial and financial resources to fill the gap. A programme of maintenance, repair and construction of housing, communal facilities and roads, of environmental restitution and improvement could be undertaken at minimal real cost by mobilising these currently idle resources, the provision of such works being the condition of employment subsidy. Such a programme could avoid the stigma that was attached to such public and social work in the past by ensuring that those employed on such programmes are paid directly for their contribution, rather than being directed to such work by an enterprise which receives state or municipal subsidies which it is free to use at its discretion. Corruption and the misdirection of funds could be minimised by organising such a programme on the basis of tendering for work, with employment subsidies being provided in the form of payments conditional on the necessary work being done.

This kind of employment-creation programme can only be a stop-gap measure, and its scope is bound to be limited when government finances are in such a sorry condition. In the longer term no employment policy can be successful unless it is combined with an industrial policy which encourages investment-led restructuring. Despite the poverty of the mass of its population, Russia is an extremely wealthy country, with the most favourable endowment of natural resources of any of the world’s major economies, with a highly educated, skilled and motivated labour force and with a very favourable balance of international trade, currently being dissipated in huge outflows of capital. It does not require the invisible hand of the market, which threatens all enterprises with closure, or the bureaucratic apparatus of Gosplan, which keeps them all open, to identify the branches of the economy and even the individual enterprises which have the potential to be the long-term winners and losers in Russia. The problem is not one of the absence of the knowledge and or of the means required to implement a state-directed closure and investment programme, but it is a political problem which goes far beyond the issue of labour market and employment policy. This is a political problem which cannot be avoided by by-passing the state in favour of the market: the Russian experience shows that it is a problem which has to be confronted within the democratic political process.

�2. Structural Adjustment without Mass Unemployment? Lessons from Russia

Simon Clarke

The Russian economy has seen GDP fall by well over a third and industrial production more than halved in the five years of radical reform and yet registered unemployment still stands at only 3%, with the labour force survey reporting a relatively modest 9.1% unemployment on the ILO/OECD definition at the end of June 1996.� 

Is this low rate of unemployment an indicator of the failure of structural adjustment as state and former state enterprises continue to hoard labour, shielded by their soft budget constraints (Commander et al.)? Or is it an indicator of an extremely flexible labour market which is allowing extensive structural adjustment to take place without the intervening stage of mass unemployment (Layard and Richter)? Or is reported unemployment only the tip of an iceberg, with a large proportion of the economically active population in a state of limbo: some with occasional casual work, some formally employed but laid-off without pay, some working but being paid wages far below the subsistence minimum or not being paid at all (Standing, 1996)?

These three very different interpretations of the Russian experience have very different policy implications, not only for Russia but for all those countries that have been advised to pursue flexible labour market policies as part of a structural adjustment programme. However, to date there has been very little engagement between the three positions nor any attempt to confront them systematically with the available empirical evidence. In this paper I would like to review the evidence for and against these three interpretations before drawing some provisional conclusions. 

Structural adjustment and unemployment in transition

The dominant model applied in the early years of the transition was that which had been developed for the structural adjustment of market economies suffering chronic fiscal and payments imbalances. The structural adjustment model was based in the first instance on an evaluation of the experience of the structural adjustment of the developed market economies to the 1974 oil shock. The received wisdom was that those countries which had opened their economies to the world market and which had dismantled the barriers to the free play of the domestic market had been the most successful in making the major structural changes required to adjust to the new global economic environment and so to resume sustained growth through the 1980s. The generalisation of this model developed from the laudable desire to spread the benefits of the dynamism of the world economy in the 1980s to those relatively stagnant regions which had not participated in the world boom and which remained weighed down by the debts incurred in the 1970s. Structural adjustment would allow these countries to initiate or resume a process of economic growth, and to restore fiscal and payments balances, by reorienting their economies from protected and stagnant domestic markets to booming world markets. Macroeconomic stabilisation, privatisation and price liberalisation came to be seen as the sine qua non of structural adjustment programmes, both for their immediate impact on financial imbalances and as conditions for the effective operation of the market. In an ideal world a structural adjustment programme which stabilised the price level and allowed relative prices to adjust freely to market conditions would simultaneously encourage investment in the expansion of profitable branches of activity and free the human, material and financial resources for such expansion by accelerating the decline of unviable branches.

The appropriateness of the structural adjustment model appeared to be confirmed by the contrast between the fate of what became known as the ‘newly industrialising countries’, particularly the ‘Asian tigers’, and those economies which sought to protect themselves from the ravages of the world market. While the former rode the first punch before moving onto the offensive, the latter merely experienced economic stagnation as the cost of protection increasingly weighed on them in the form of a growing burden of domestic and international public debt and corresponding fiscal and financial instability. The short-term cost of adjustment could be high, as reductions in insupportable state expenditure and the impact of the market lead to the liquidation of unviable economic activity and rising unemployment, but fiscal and financial stabilisation and the freeing of resources tied up in stagnant sectors provide the means and the incentive for new investment in those sectors which enjoy a comparative advantage in the global market and so for the creation of new and viable jobs which alone can promise a rising standard of living.

The fact that many countries persisted with irrational protectionist policies and regulation of the domestic economy was explained in terms of a simple political economy of adjustment first proposed by Adam Smith in The Wealth of Nations, his critique of the mercantilist system in the eighteenth century. Those who benefited the most, at least in the short-run, from the protectionist system were those who were the most conscious of their own interests and the best placed to defend them because they were those who were the most deeply embedded in the protectionist bureaucratic-political system. They secured a political base for themselves by ensuring that the employees of the state and of state-supported industry enjoyed security of employment, relatively high wages and superior working and living conditions. The principal victims of protectionism, the rural and urban poor involved in subsistence production and casual employment in the informal economy, were the least aware of their situation and the worst placed to do anything to remedy it. The beneficent hand of the market was therefore impeded in its liberating mission by the barriers of privilege, ignorance and narrow self-interest. Just as Adam Smith contrasted the virtues of enlightenment with the demagoguery of democracy, so the ideologues of structural adjustment presented themselves as the anointed representatives of the world’s poor and dispossessed against the ‘populism’ of political regimes which masked the self-interest of a privileged minority (World Bank, 1995).

The record of structural adjustment programmes has been a very mixed one. In particular, many economies which have submitted to the initial shock have found themselves with high and persistent rates of unemployment without necessarily enjoying any of the benefits of recovery, while others have enjoyed the fruits of recovery without having to undergo the initial pain of shock therapy. Cynics might argue that such contrary experiences undermine the universality of the model, indicating that policy has a rather limited impact on the fortunes of a national economy in the global market, or even that the direction of causality is reversed: the successful can afford liberalisation, while continued regulation is the least-worst option for the unsuccessful. Those who are well-placed to respond to the challenge of globalisation, by virtue of location or of human or natural resource endowments or of the legacy (or absence of a legacy) of the past, enjoy a virtuous circle of export-led growth supporting rising domestic employment and living standards, drawing in young labour from the countryside, from backward industries or from abroad, without the need to destroy existing production facilities or social institutions and with bulging state coffers providing resources for growing public investment. Those who are burdened by a legacy of debt, an outdated industrial structure, unfavourable location, an absence of easily mobilisable reserves of labour or exploitable natural resources find themselves locked in to a vicious circle of decline as ‘stabilisation’ leads to rising unemployment, falling incomes, a deteriorating social fabric, rising inequality, a shrinking domestic market and an explosion of crime, with few prospects for domestic investment, which is further discouraged by the need to retain high interest rates to stem capital flight. While the former can embrace the rhetoric, and even much of the reality, of liberalisation (though often retaining high levels of state intervention and state investment), it is hardly surprising that the latter take steps to try to arrest decline. 

Such criticisms are to misunderstand the status of the model, which is not an empirical generalisation but a statement of fundamental economic principles. Adam Smith’s critique of the mercantilist system was based not any rigorous theoretical or substantive analysis but on the application of a few abstract ideological principles, the truth of which he insisted was self-evident. It is these same abstract ideological principles, whose truth is still regarded as self-evident, which have guided the ideologues of structural adjustment: the liberal economic model is an abstract model which rests on the self-evident foundations of human rationality.� If the medicine of stabilisation and liberalisation does not achieve the miracle cure, it is because vested interest and timid politicians have prevented it from having its full effect. The limited success of structural adjustment programmes only feeds the radicalism of the ideologues and whets their appetite for more and deeper liberalisation.

The structural adjustment model is a three-stage model of transition from a regulated to a market economy. In the first stage, fiscal and financial ‘stabilisation’ force the reduction in the level of state activity, including the levels of social and welfare provision, and the closure of unprofitable state and private enterprises, leading to rising unemployment. In the second stage, the reduction in public borrowing leads to falling inflation and interest rates and the stabilisation of the exchange rate, while an increase in unemployment lubricates the labour market and allows wages to fall to levels which in the third, recovery, stage make new investment in new sectors profitable for domestic and foreign investors. The longer drawn out is the first stage, the more effectively are the benighted defenders of the old order able to mobilise support in opposition to reform, appealing particularly to its immediate victims, the state bureaucrats and urban industrial workers whose privileges have been eroded. At the same time, the longer reform is drawn out the longer it takes for stabilisation to create the environment for recovery. Thus, both political and economic arguments are in favour of a short sharp shock, a stabilisation package which works its wonders as rapidly as possible.

As noted above, structural adjustment programmes, in the broadest sense, have a mixed record. Even amongst those market economies which have taken a lead in adopting the package of stabilisation and liberalisation, which have experienced structural adjustment and which have even tapped new sources of economic growth, some have experienced persistently high rates of unemployment, the most obvious contrast being between Western Europe, where unemployment rates have still not recovered from the sharp increases of the 1970s and 1980s, and the United States, which has seen unemployment rates below the historic average. According to the liberal model, such persistent unemployment can only derive from barriers to market adjustment. Once domestic and international product and financial markets have been liberalised, the only remaining culprit is the labour market.� During the 1980s the view became dominant that ‘labour market rigidities’ were one of the prime barriers to structural adjustment because they impeded labour mobility in response to the changes in relative prices that are induced by price liberalisation, a view which received the official support of the OECD and World Bank. The breaking down of ‘barriers’ to labour mobility therefore came to be seen as a prime task of the first stage of structural adjustment. These barriers are all those institutional and normative factors which prevent labour power from functioning as a commodity like any other: people’s attachment to time and place, to their homes and their jobs, to forms of work, ways of living, and even to standards of living, that make them reluctant to uproot themselves and move to a new home, a new profession and a new way of life and induce them to look to government, trade unions and other social and political organisations for protection. The greater are these attachments, the more money people need to be paid to induce them to move and so the more difficult is it for new economic activities to attract people to work at wages sufficiently low to make the new jobs viable. Breaking the barriers involves breaking those attachments by destroying jobs that are no longer viable in market conditions. Once these ties have been broken, people will be willing to seek new jobs in new spheres at wages that make the jobs sustainable. This is not the heartlessness of the banker, but the benevolence of the realist who appreciates that these jobs can no longer be sustained (and supposedly they have only been sustained at the expense of other, less fortunate or more enterprising, members of the population), so that it is necessary to be cruel to be kind. Once people’s attachments to work have been broken they will be willing to seek new jobs in new spheres at wages which make the jobs sustainable. A relatively high level of transitional unemployment is therefore accepted as an essential feature of structural adjustment.

Providing that labour markets are flexible, this unemployment will only be transitional as investors take advantage of the abundance of low-wage labour to invest in the new opportunities opened by the market. The reform of labour market institutions through both passive and active labour market policies therefore came to be seen as an increasingly important component of structural adjustment packages. The purpose of such reforms was to increase wage flexibility, so that people would ‘price themselves into jobs’; to increase the provision of training and retraining, so that people would have the skills required by the labour market; and to improve the functioning of employment services, to match the unemployed to available vacancies. The major barriers to wage flexibility were centralised collective bargaining, state regulation of wages and liberal unemployment benefit regimes, all of which set a floor to wages at a level above that sustainable by the market. The liberalisation of labour market institutions, therefore, implied decentralised wage bargaining, an end to state wage regulation and a stringent unemployment benefit regime. Those who could not find work at a tolerable wage as a result of specific disadvantages would be protected from the impact of liberalisation by the creation of a systematically targeted ‘social safety net’ providing income support for those unable to support themselves. 

Although there were plenty of critics of this model in the West, and even within the multilateral organisations that promoted it, the model appealed to the elites in the so-called ‘transition countries’ in its most liberal form: the challenge of reform was to restructure an economy which had been distorted by the military and political demands of the Party-state and the rigidities of the administrative-command system, with an overdeveloped heavy industry and underdeveloped consumer goods and service sectors. The Party-state had tried in vain to reform the system over thirty years, and was now in a state of collapse. What could be more attractive than a programme of ‘market Bolshevism’ which promised an instant cure while absolving the state of all responsibility? Moreover, the promises of structural adjustment coincided precisely with the aspirations of a large part of the population of the transition economies: the opening of frontiers, access to world markets, participation in global society, the attainment of Western living standards were all goals worth suffering for, particularly if other people were to do the suffering.

The application of the structural adjustment model to the transition economies focused on a restructuring of the economy based on the decline of large state industrial enterprises which would free the resources to permit the growth of a new private sector, with little expectation that overdeveloped state enterprises, burdened with an excessively large labour force, outdated capital stock, poor product quality, inappropriate location and conservative management had much potential for internal restructuring. A tight stabilisation policy would subject the state sector to a ‘hard budget constraint’ leading to widespread lay-offs and large-scale bankruptcy. The resultant increase in unemployment would lead to falling wages, with labour market slack being absorbed by the new private sector, particularly in the underdeveloped branches of the economy (services, consumer goods production and extractive and processing industries oriented to the world market).� However, the extent of the structural maladjustment of the transition economies combined with a highly educated labour force, a generally favourable location with basic infrastructure in place and a strong resource base should have meant that, once freed from the straightjacket of state control, transition would be a rapid process.

According to this model, structural adjustment in Russia has still not got off the ground after five years of radical reform. The massive decline in industrial production has not been accompanied by bankruptcies, significant compulsory redundancies or a commensurate fall in employment, so that unemployment remains very low and labour which could be better used elsewhere remains tied up in unviable enterprises. The growth of the service sector has been limited, investment has collapsed and unrestructured light industry, unable to meet foreign competition, has been the hardest hit of all by structural shocks, with even the extractive and processing industries, sustained by new export opportunities, seeing a fall in production of almost a third.� The proponents of the orthodox structural adjustment strategy have argued that employment restructuring in Russia has been blocked by ‘labour hoarding’ by state enterprises, which has been sustained by state subsidies and soft budget constraints (Commander, McHale and Yemtsov, 1995).� The policy implication is that budget constraints should be hardened, bankruptcy effectively enforced, the employment service strengthened and a social safety net provided in preparation for mass unemployment. But what is the evidence for this argument that labour market rigidities have been the principal barrier to structural adjustment?

The restructuring of production, incomes and employment in Russia

The almost universal expectation in the early stage of reform was that the transition to a market economy would involve a very substantial increase in unemployment as the reserves of surplus labour which were presumed to fill the Soviet enterprise were laid off and the large number of unviable state enterprises closed down. Shatalin expected that his ‘500 days’ programme would lead to a five million increase in unemployment in the Soviet Union in the first year, with a further 20 million changing their jobs (IMF et al., 1991). Shokhin, Yeltsin’s first Labour Minister, estimated in November 1991 that 30 million would lose their jobs in Russia in the first year of radical reform, of whom half were destined for long-term unemployment.� The ILO surveys in 1991 and 1992 indicated that enterprise directors believed that they had substantial surplus labour and were planning significant lay-offs, so that Guy Standing concluded that mass lay-offs were to be expected in early 1993, ‘with drastic employment consequences’ (Standing, 1994c, p. 259). Although interpretations differed, the general conclusion was that policy should focus on the provision of a social safety net and a system of job placement for the unemployed: ‘The key requirement for the pursuit of effective labor market policies will be the build-up of a nation-wide public employment service’ (IMF et al., 1991, pp. 137-8), although it was recognised at the time that only about one in five, mostly low-skilled, workers used the existing labour bureaux in looking for jobs (ibid., p. 159).
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In the event everybody seemed to have been proved wrong. The ‘big bang’ of reform had a devastating impact on the Russian economy, leading to much higher inflation than had been expected, a sustained fall in production far beyond the fears of even the most pessimistic of commentators, very little investment of any kind and yet, although unemployment had risen rapidly in East Central Europe, with the exception of the Czech Republic, there was no such dramatic increase in Russia or the other republics of the Former Soviet Union.� Early estimates by the neo-liberal reformers were that the elasticity of employment with respect to changes in production was between 0.1 and 0.15 in the first two years of reform (quoted Kapelyushnikov, 1994), although these estimates were based on rather dubious figures. Nevertheless, it certainly is the case that while the physical index of industrial production fell by 35% between 1990 and 1993, reported employment in industry fell by only 9%. GDP was reported at the time to have fallen by 31% over the same period, but total employment by only 4%.� The failure of employment to respond to the fall in GDP appeared striking: 

This reduction in industrial employment was associated with only a relatively small rise in unemployment as some found jobs in other sectors of the economy and others left the labour market altogether. According to the Goskomstat figures at the time, total employment fell by 6% over this period, but registered unemployment increased to only 1.1%, although survey unemployment amounted to 5.5% at the end of 1993, against an estimated 3.5% on the eve of reform,� and relatively few people seem to have left the labour force, the economically active population falling by only 2% between 1992 and 1994.

The failure of Russia to fit the neo-liberal model was taken, particularly by the World Bank EDI (Economic Development Institute) team headed by Simon Commander, as an indicator of the failure of reform to have the desired impact on state enterprises, ‘pointing to the immense inertia in the system’ (Commander, Liberman and Yemtsov, 1993, p. 1). Enterprise directors were supposedly able to avoid restructuring because they still faced soft budget constraints and so were able to continue their traditional practice of labour hoarding. This appeared to be confirmed by the fact that both the World Bank and the early ILO surveys showed little relationship between output (sales) decline and employment decline (Standing, 1992; Commander, Liberman and Yemtsov, 1993). This labour hoarding was explained by Commander, Liberman and Yemtsov as attributable to the ‘implicit “moral economy” of the etatiste era’ (p. 1) expressed in their model of the ‘de facto worker controlled firm … primarily concerned with employment stability’ (p. 2) in which employment is maintained, with the availability of cash the main determinant of wages. On their analysis, in the first half of 1992 the aggregate shock imposed by acute cash shortages as a result of tight monetary and fiscal policy was absorbed by real wage decline while employment remained constant, insider bargaining power then pushing real wages back up in the second half of the year unconstrained by any budget constraint as monetary and credit policy eased, the result being a classic case of stagflation. 

The World Bank judgement of failure might seem a little premature, apparently based on the expectation that the transformation from state socialism to capitalism could be achieved in a matter of months. Although 1992 was hardly an annus mirabilis of reform and 1993 was marked by a polarisation between the reformers and the conservatives, the reformers remained in the driving seat and the reforms remained on track, with a programme of crash privatisation dismantling state ownership and the success of stabilisation being manifested in the slow but steady fall in inflation. Industrial production and GDP continued their equally steady fall, but employment in the state and former state sector began to decline more rapidly, with industrial employment reported by Goskomstat as having fallen by 25% between 1991 and 1995, less than the 50% fall in industrial production but still a substantial decline. Unemployment also increased, although survey unemployment only reached a modest 8.6% at the end of the first quarter of 1996. Moreover, survey data indicates that between one-third and two-thirds of the unemployed have significant earned incomes from casual employment.

Amidst all the gloom, this avoidance of mass unemployment in the face of enormous structural shocks might seem to be the great achievement of the Russian transition. Not so for the World Bank team, which has continued to play down the extent of restructuring in the state and former state sector and to stick doggedly to its model of transition based on the pauperisation and demoralisation of the population through a spell of unemployment to prepare them for employment in the new private sector.� Privatisation appears to have had little or no impact on enterprise behaviour. There have been very few compulsory redundancies, with at least two-thirds of separations still being recorded as voluntary. The high rates of labour turnover do not indicate labour market flexibility since the vast majority of job-to-job transfers take place within the state and former state sector as people move between existing jobs, while the new private sector provides only a limited number of new jobs, making extensive use of low-paid casual labour. The relatively low rate of unemployment and limited development of the private sector is an indicator of the failure of reform, which is explained by the continued hoarding of labour by worker-dominated state and former-state enterprises, facilitated by a soft-budget constraint and monopoly powers, and by various labour market rigidities. The implication was ‘that every effort should be made to hit state enterprises as hard as possible’ (Aslund, 1993, p. 18). The shock of adjustment had been absorbed not by employment loss but by a substantial decline in wages: wage flexibility has been the price of employment inflexibility.� 

Since this has tended to be the dominant analysis of the Russian situation, the elements of the argument merit closer consideration. The central thesis is that Russian enterprises entered transition with a substantial reserve of labour as a result of labour-hoarding in the Soviet era, and that this reserve has increased as enterprises have retained their old habits in the era of reform. Since this assumption of a freely disposable reserve of labour is widely held it needs to be examined more closely in both the Soviet and post-Soviet contexts.

Did Soviet enterprises hoard surplus labour?

The argument that Soviet enterprises hoarded labour has become a commonplace,� but it is one that is based on very little research or analysis. Soviet estimates in the first half of the 1980s, based on surveys of managers, were that enterprises employed somewhere between 15 and 25% more people than were required to make the production plan.� Phil Hanson’s matched plant comparison in the chemical industry indicated that Soviet staffing levels were between 1.5 and 1.7 times the equivalent West European plants (Hanson, 1986). However, these estimates should be treated with caution. The fact that a Soviet enterprise had more employees than its Western equivalent, or than its director considered necessary for production, did not mean that it could simply dispense with a proportion of its labour force. Employers the world over think that they have more people than they need, if only they could make the remainder work 5, 10, 20 per cent harder. Vladimir Gimpel’son reported from his surveys at the end of the 1980s that respondents more frequently identified redundant personnel in more distant parts of the enterprise – nobody thinks that their own workplace is overstaffed, but as for those people over there….� The complaints of labour shortage were genuine and the very large number of unfilled vacancies created serious difficulties for many enterprises, particularly if they had to storm to make the plan. 

Labour hoarding is not necessarily the same thing as having a surplus of labour, although the two are commonly identified with one another. Phil Hanson’s classic analysis saw labour hoarding as complementary to over-investment, so labour hoarding was quite consistent with labour shortage. There was a surplus of labour not in the sense that people had nothing to do, but in the sense that many people could be dispensed with through technological rationalisation, particularly by scrapping outdated plant, mechanising auxiliary labour and improving the organisation and management of production. Without such rationalisation and investment, however, enterprises needed everybody they could get their hands on.

To understand the phenomenon of ‘labour hoarding’ it is necessary to understand the character of the Soviet enterprise, which was not just a unit of production, but was the fundamental institution of Soviet society, providing a whole range of social and welfare services to its employees and the surrounding community, and the principal locus of social control. Corresponding to the duality of function of the enterprise, the labour force had a dual structure, with the skilled core production workers responsible for meeting the production plan enjoying high status and a privileged position, surrounded by a mass of auxiliary and ancillary workers servicing production, providing housing, social and welfare services and constituting a labour reserve available for communal and seasonal work in municipal services and in agriculture (Kozina and Borisov, 1996). The productivity of labour in direct production was probably considerably less in Soviet enterprises than in contemporary Western plants, but this was a result of the poor organisation and management of production and the irrationalities of the administrative-command system rather than a result of labour hoarding. By the end of the Soviet era even the most highly privileged military plants faced the acute shortages of skilled labour which had always plagued the less privileged light industry, public services and construction. These shortages were not simply in relation to the insatiable demand for labour that supposedly marked the Soviet enterprise, but in relation to the complement required to operate the installed plant and equipment according to the technically determined norms, and the number actually required to meet the production plan. Very uneven work rhythms that were a result of the irregularity of supply and inadequacy of maintenance and repair of plant and equipment meant that production workers alternated periods of inactivity with periods of extremely intensive labour, working double or treble shifts to make the plan at the end of the planning period, and often working in appalling conditions.� Production labour was used very inefficiently, at great cost to the health of the workers, but there is no evidence that enterprises disposed of significantly more production workers than they needed in the given technical conditions and with the given forms of organisation of production. There is similarly no evidence that a significant proportion of the substantial specialist staff employed to run the extensive social and welfare apparatus provided through large industrial enterprises was surplus to requirements, although those requirements again may have been inflated through the inefficient organisation of labour in this sphere.

The most marked ‘surplus’ of labour, in comparison to comparable Western plants, was to be found in the substantial reserve of unskilled auxiliary and ancillary labour which enterprises were required to maintain in the Soviet period to meet the demands imposed on the enterprise by local Party authorities to supply labour to perform communal, municipal and agricultural work, from the building, maintenance and repair of municipal facilities to the provision of agricultural labour at peak periods.� If the enterprise could keep a large body of unskilled workers engaged in various ancillary and auxiliary capacities, including the administration, construction, repair and maintenance of enterprise housing, social and welfare facilities, then it could meet the demands imposed on it for social labour without disrupting production. These demands for social labour are probably an important part of the explanation for the failure to mechanise the auxiliary and ancillary tasks performed by these workers and for the low disciplinary demands put on them, but in the absence of such mechanisation their labour was not superfluous. Finally, the social control and welfare function of the enterprise meant that it was obliged to provide employment for its pensioners, for the sick and disabled as well as for ‘parasites’ and released prisoners directed to it by the labour recruitment bureaux, all categories who could be employed in low productivity labour-intensive peripheral spheres such as cleaning, loading, cloakroom attending and so on. A significant proportion of the labour ‘surplus’, therefore, comprised people who would be unemployable, and removed from the labour market by the social insurance system, in a market economy.

Enterprise directors certainly had an interest in enlarging their authorised labour force, since this gave them a large wage fund and increased their own status and income, which was normatively linked to the size of the ‘staff list’ of authorised personnel, although career advance for directors came through promotion rather than through marginal adjustments to the size of their current enterprise. The larger the labour force in relation to the demands of the plan the easier life was for the enterprise director. But the question of a labour surplus is not a question of whether directors would have liked to have had more labour, but of whether they were successful in thwarting the planners’ attempts to confine the demand for labour within the limits of its supply.

In practice, of course, the planners were well aware that everybody wanted as much labour and as large a wage fund as they could get. For this reason the planners attempted to set the allocation of labour on a ‘scientific’ basis, with the staffing of every machine and the complement of ancillary, auxiliary, technical, managerial and clerical staff all being normatively defined, ultimately in relation to the technical characteristics of the stock of machinery and equipment. The authorised labour force was therefore linked normatively to investment and to output, so that it was at best only possible for an enterprise marginally to increase its labour force without at the same time committing itself to a higher output plan. The real constraint on the planned growth of the enterprise was not the size of the authorised labour force, but the investment funds allocated to it, while the constraint on the ability of the enterprise to meet its plans was not the supplies of goods and labour allocated to the enterprise by the plan, but the supplies it could actually secure and the labour it could actually recruit. This meant that the enterprise director had an interest in securing excess capacity rather than a surplus of labour. In other words, the tendency was to over-investment constrained by labour shortage, rather than to the hoarding of surplus labour. 

The central argument in support of the existence of labour hoarding is the claim that enterprises were subject to a soft budget constraint, and therefore were not penalised for employing a surplus of labour.� Although this claim has become commonplace, arguments about ‘soft budget constraints’ are mis-specified in the Soviet context, since Soviet enterprises did not have a single ‘budget’, but earmarked funds for a whole series of different categories of expenditure. While they could negotiate and re-negotiate their budgetary allocations, so that annual plans for wages and employment tended to be revised upwards, the negotiating process was extremely tough. As Granick argues, ‘enterprise demand for labour is “effective” only within the constraint of its realised wage fund’ (Granick, 1987 p. 68) so that over-investment and labour shortage only arise if the central authorities deliberately choose to allow it and, in general, the Soviet authorities did not allow it, although they did deliberately maintain ‘over-full’ employment (ibid., p. 69).� Employment was very closely monitored by a state inspectorate to avoid precisely the kind of things which Western observers imagine were endemic in Soviet enterprises.

While Soviet enterprises could not be declared bankrupt, their expenditure was closely monitored and they had no access to bank credit. The primary constraint on the payment of wages was the wage fund, which was the source of 96% of the earnings of manual workers (Granick, 1987, p. 52) and whose expenditure was closely monitored. While an enterprise could overspend its allocation in the hope of negotiating a revision to its plan, the director who did so ran a high risk of incurring a heavy financial penalty and the loss of his or her job. While the state bank covered over-spending on wages, this had to be repaid immediately or managers were heavily penalised.� This meant that an enterprise could only recruit beyond its authorised employment if it cut the wages of the labour force, which it would be most unlikely to do in a tight labour market, and which Soviet enterprises did not do: the problem was not to recruit more than the authorised number but to recruit up to the complement so as not to lose the unspent portion of the wage and related funds. Until the end of perestroika, Soviet managers faced, and behaved as though they faced, far harder budget constraints and had far less discretion in their spending than a Western manager could even imagine. One result of these very hard budget constraints was the extremely low inflation which marked the Soviet period up to the liberalisation of perestroika (Granick, 1987, pp. 57–9). 

Under the 1987 Law on State Enterprise enterprises were given more responsibility for defining their own wage and employment policies, determining the total number of workers, their skill and level of qualifications. However, the purpose of this reform was to strengthen the incentive for enterprises to shed labour as a means of increasing productivity, reinforcing the 1986 wage reform.� Thus, although they could pool the wage and material incentive funds and could carry savings on the wage fund over to the next year, there was still strict financial control of their allocation to wages (Malle, 1990), until these controls were reduced in 1990 and finally removed at the end of 1991. The inflationary pressure of the perestroika era came not from the softening of the budget constraint on state enterprises, but from the lack of any control of the new co-operatives and small enterprises. The result of this loss of control was not a growing labour surplus, but rapidly rising wages associated with a fall in employment as work was sub-contracted to formally independent co-operatives and small enterprises operating under the wing of state enterprises. This tightness of the budget constraint has left an important legacy for the inflationary post-perestroika period, when state credits have been withdrawn without being replaced by a properly functioning banking system so that the industrial sector is extremely short of both working and investment capital, leaving all enterprises, profitable and unprofitable, to face acute problems of cash flow which can only be covered by delaying payment of taxes, inter-enterprise claims and wages.

The most striking aspect of the Soviet system is the poor organisation and management of work and of the allocation of equipment and materials which led to low levels of labour productivity, part of which was manifested in the extremely uneven rhythm of labour, but which was more generally manifested in the unproductive and unnecessary expenditure of labour, something which made workers extremely bitter and angry and fuelled their enormous hostility to management, which they regarded as parasitic and incompetent. Although the Soviet enterprise might use much more labour than its capitalist equivalent, this was not hoarded or surplus labour which could be released without any impact on production. The problem was not labour hoarding or a soft budget constraint, but a planning system in which enterprises had every incentive not to increase the productivity of labour, since norm overfulfilment led to an increased plan target, and so which used labour incredibly wastefully. This labour could only be released on the basis of a transformation of the organisation and management of production and, in many cases, significant investment in the rationalisation of production.�

Workers’ control and labour hoarding in Russian enterprises

With the disintegration of the Soviet regime from 1990, and particularly with the liberalisation of wages and most prices at the beginning of 1992, enterprises took their fate into their own hands. While I have argued that Soviet enterprises did not hoard surplus labour, in the sense that they did not have reserves of labour which could easily be dispensed with, there was certainly very considerable scope for increasing productivity, especially of ancillary labour, and for reducing the need for labour by organising production more rationally. Moreover, the collapse of the Party meant an end to the demands for the provision of ‘social’ labour, which could be a substantial drain on enterprise resources, providing further scope for rationalisation. The rapid fall of production from 1992 further increased the scope for relieving the financial pressures on enterprises by cutting the labour force. So the question arises of why the decline in employment has lagged far behind the decline in production.

The first point to clarify is that of the existence or the extent of a labour surplus, in the sense of reserves of labour which can be dispensed with without the substantial reorganisation of production. Most of the evidence comes from enterprise surveys in which directors are asked questions such as whether they have surplus labour, or whether they could achieve their production plans with less labour than they currently employ, or whether they have more labour than they need for the next twelve months, and if so are asked to estimate the extent of the surplus and then are asked how much they plan to cut the labour force.� 

In general, the evidence from these surveys is fairly consistent: between one third and a half of enterprise directors believe that they do have a surplus of labour, the amount of which varies considerably from one enterprise to another. However, it is by no means clear that this consistency reflects much more than the ideological and political climate. Thus, despite the fact that the decline in production continued to outstrip reductions in employment, fewer enterprises reported a labour surplus in the 1993 ILO survey than had done so in 1992, and the estimated surplus was considerably less (Standing, 1994b),� while the June-July 1994 World Bank survey found that about 55% of enterprises reported having surplus labour, the same as the 1992 ILO survey, although the reported extent of the surplus was less (Commander, Dhar and Yemtsov, 1995). This was despite the fact that in the meantime industrial production had fallen by a further quarter while employment had fallen by only one eighth.� The fact of the matter is that senior enterprise management, at least in larger enterprises, is not in a position to know how much surplus labour exists in their enterprise since labour requirements are traditionally a matter for line management. 

Although many enterprise directors reported that they had a labour surplus, as far as they were concerned the problem of surplus labour was not an issue, not least because wages are extremely low, while redundant workers can be put on short-time or sent on unpaid leave so that the enterprise is able to retain a reserve of labour at virtually no cost. The ILO survey in 1991 found far more enterprises concerned about shortages of skilled workers than were concerned about labour productivity or redundancy (Standing, 1994a), and in later years the problems of sales, availability of finance and high levels of taxation have loomed far larger than the excessive size of the labour force.� Nevertheless, whether or not Russian enterprises hoard reserves of surplus labour, the fact remains that employment reductions have lagged behind the decline in output, so we still have to explain why enterprise directors have chosen not to cut their employment at least in line with the output decline. The World Bank EDI model explains this on the basis of its model of the ‘de facto worker-controlled firm’.�

According to the EDI model, enterprises have not cut employment because they are controlled by workers who choose to maintain employment even at the expense of wage reductions. This model of the ‘de facto worker controlled firm’ is somewhat dubious, not only because of its lack of realism in the Russian context of authoritarian managerial control,� but also because it is not at all clear why the workers should choose to maintain employment at the expense of wages: indeed one would expect the opposite, that a majority of workers would form a coalition to dispense with a minority in order to maintain or increase the wages of those who remain, which is the more normal analysis of worker-controlled firms, as in the Yugoslav case (Kapelyushnikov and Aukutsionek,1994).� This is particularly the case since even individually unemployment does not hold great fears for the majority of workers. Quite apart from the fact that 25% change job each year, in the January 1996 VTsIOM survey over half those questioned expected that they would be able to find another job in their own trade or profession if they were laid off, which is a perfectly reasonable expectation since around half those laid-off compulsorily find new jobs almost at once.� One-third of employees across the economy as a whole declared that they would prefer to keep their jobs at the cost of delayed wages if their enterprise was in difficulty, but an almost equal number declared that they would prefer to be laid off and one third found it difficult to say. Almost twice as many of those under 29 years old chose to be laid off as chose to accept delayed wages. Meanwhile 83% were dissatisfied with their pay and three-quarters believed that they earned less than they deserved. Rational argument and all the evidence supports the assertion that the interest of workers, in the absence of effective solidaristic trade unionism, is in reducing employment in order to maintain or increase wages.

More recently the World Bank team has recognised the inadequacy of its model, but retain its conclusions on the grounds of the declared concern of directors for the welfare of their workers (Commander, Dhar and Yemtsov, 1995). There is no doubt that directors do regularly express such concern — the caring corporation is as alive (and as meaningful) in Russia as in the West.� But this concern is not motivated so much by benevolence as by the need of the enterprise director to retain the support of the ‘labour collective’ to keep his or her own position and to bargain with local and national authorities (Kapelyushnikov and Aukutsionek, 1994). This explanation again depends on the unsubstantiated assumption that ‘the collective’ would prefer to maintain the size of the enterprise at the expense of their own incomes. This assumption might just be plausible in explaining the reluctance of enterprise directors to risk unrest or distress among the labour force by sacking surplus workers,� but is completely implausible in a situation in which there is a high level of voluntary separations, since what has to be explained is not any reluctance of management to fire workers, but their enthusiasm for continuing to hire additional workers even though this involves keeping down the wages of those who remain. In most enterprises any labour surplus could be eliminated by a freeze on recruitment for no more than a year or so. If the director wants to ‘preserve the labour collective’, i.e. to secure the jobs of loyal long-serving workers, the way to do so is to allow the drifters to leave and raise the wages of those who remain.� Neither workers’ control nor enterprise paternalism is a sufficient explanation for a hiring rate which in industry in 1995 remained over 20%.�

Commander, Liberman and Yemtsov apparently appreciate the absurdity of this argument, explaining the high level of hires not as a feature of employment policy, but as a result of ‘semi-binding constraints on production exercised by technology and the associated level and structure of labour demand’ (Commander, Liberman and Yemtsov, 1993, p. 51). This would seem to undermine their whole argument since, if technology dictates that the majority of those who leave should be replaced, it can hardly be argued that the enterprises are harbouring reserves of surplus labour, particularly when the authors assert that separations have been concentrated at the lower end of the skill structure (ibid. 18, 50), so that the demand is not for specific skills but for labour in general. So perhaps Russian enterprises are holding on to labour, to the extent that they are able to do so, not because they are induced to do so by worker control or by a benevolent concern, but because their managers believe that they do actually need these workers.� This is certainly the response that we have repeatedly encountered from line managers in industrial enterprises: that although there may be long periods of idleness, the production labour force has been cut to the bone so that they find it difficult to resume production when and if orders are forthcoming.�

I argued above that there was not and never had been a labour surplus in Russian enterprises in the sense that there was a proportion of the labour force which could be dispensed with without loss. There was always a body of ancillary workers, particularly the elderly and disabled, who were retained on very low wages as a social service and who made little contribution to production, many of whom were pushed out in the early stages of reform. There was a substantial group of workers, commonly as much as 25% of the labour force of large enterprises, who worked in the social sphere but made no contribution to production, many of whom have been displaced as social facilities have been transferred to municipalities which do not have the money to support them.� Beyond this there was a large pool of auxiliary and ancillary workers, many of whose jobs could be reduced through relatively small investments in materials handling equipment and so on, and the mass of production workers, many of whom could be reduced by the scrapping of redundant equipment and by the reorganisation of production. However, to reduce the direct and indirect production labour force requires an input of scarce managerial skills and time to identify those who can be dispensed with, make the appropriate changes in production organisation and, in many cases, the investment of funds which are not available.� Thus, even if the pay-off of such restructuring of production might be significant, enterprises do not have the financial and managerial resources to undertake it in a situation when they have other more pressing priorities, and when it costs them almost nothing to retain low-productivity labour. To retain production capacity without having to undertake significant reorganisation of production, however low might be the current level of capacity working, it may in many cases be necessary to retain a considerable proportion of the workforce. And this is by no means unreasonable in the conditions of extreme instability and uncertainty of the Russian economy.

This explanation, that enterprises retain labour because they need it and it costs them little to keep it, has the merit of simplicity and of corresponding to what directors themselves say.� In the June-July 1994 World Bank survey enterprises cited the expectation of a recovery of demand and output as the main reason for holding on to labour — despite the continued decline of the Russian economy this is not unreasonable since, within the general decline, there have been considerable fluctuations in the fortunes of particular enterprises and industries and even the less successful enterprises get orders which require them to resume full capacity working for a period, so salvation might always lie over the horizon.� With very low labour costs, very high mark-ups and very unstable markets it makes perfect sense to hold on to labour (Commander, Dhar and Yemtsov, 1995).� In this case the problem with the Russian reform is not that unemployment has not risen sufficiently high to drive wages down to a level attractive to private investors, but that the threat of unemployment has driven wages down so low that enterprises have little incentive to rationalise production and raise labour productivity, preferring instead to put their energies and resources into realising profits through marketing and financial speculation. Nevertheless, despite the proliferation of surveys, of theoretical models of enterprise behaviour and of regressions of everything on everything else, we have to conclude from a review of the literature that not much is known about what enterprise directors actually do and why they do it.�

Employment restructuring and labour market flexibility

The World Bank claim that there has not been significant employment restructuring in Russia derives from the World Bank’s presumption that restructuring must involve a transfer of labour from state and former state enterprises to new private enterprises, rather than a restructuring of the state sector. It is this presumption that we now have to question.

Although state enterprises did not immediately cut their labour forces in line with the fall in production in the chaos and uncertainty of 1992, partly in the not entirely unreasonable expectation of recovery or government support, they were very quick to respond to the enormous challenge that confronted them, and the fall in employment has more or less shadowed the decline in production since 1993. The third round of the ILO survey confirmed the findings of case study research, that a substantial proportion of enterprises had changed their product range, introduced new technology or made changes in work organisation (Standing, 1994b). Although monopoly powers and inflationary financing enabled enterprises to avoid the full rigour of the market, prices and wages were becoming sensitive to market conditions once the latter stabilised and clarified, and enterprises were becoming sensitive to prices in their decision-making, while the restructuring of production and employment was proceeding apace despite continued instability and uncertainty. Twenty eight per cent of industrial employees left their jobs in state and former state enterprises in the first year of radical reform (1992), 29% in the second, 32% in the third and 28% in the fourth year. However, these employees did not pass into unemployment so as to depress wages sufficiently to make them attractive to private employers, but found new jobs predominantly in the state sector. Thus the hiring rates in state and former state industrial enterprises year by year were 22%, 20%, 18% and 21%.� The new private sector, meanwhile, remained primarily confined to banking and finance and various forms of trade, with some development of small business in the service sector, making extensive use of self-employment, family and casual labour.

Although most of the labour turnover was within local labour markets,� and much of it comprises frequent job changes of the most mobile categories of labour,� and even some round-tripping, there have been substantial changes in the structure of employment.� While industrial employment and employment in construction both fell by 24% between 1991 and 1995and employment in education, science and culture fell by 26%, employment in agriculture rose by 8%, employment in the state apparatus increased by 49% (mostly through the growth of local administration which almost doubled in size), employment in services grew by 60% and employment in credit, finance and insurance increased by 105% (based on Goskomstat estimates).� There has equally been very considerable restructuring within branches of production and between enterprises as the less successful, paying low wages, have lost workers to those able to pay more and more regularly. Finally, although precise migration figures are not available, there have been considerable population movements, some motivated by conflicts and by the disintegration of the Soviet Union, almost a million people a year returning to Russia from former Republics, but others motivated by labour market considerations. Internal migration amounts to around three million per year (Zaionchkovskaya, 1994). Thus, the employed population of Moscow city increased by 11% more than the average in 1993, while that of Murmansk fell by 9% (Osnovye pokazateli po statistike truda, 1995). However, very substantial differences in rates of unemployment between towns and settlements within regions indicate that labour is not very mobile geographically and in surveys about two-thirds of respondents indicate their unwillingness to move.

In the context of a massive aggregate shock, with an enormous overall decline in production, GDP and household incomes and a high degree of financial, economic and political instability, the Russian economy appears to have achieved an extremely impressive amount of restructuring, without having imposed the burden of open unemployment on more than a relatively small proportion of the population. By the end of March 1996 unemployment had reached 8.6%, but almost two-thirds of the registered unemployed had been on the register for less than eight months, and only 13% for more than a year, so that only about 1% of the economically active population was suffering the consequences of long-term unemployment.� This low rate of recorded unemployment is not therefore an indicator of the lack of employment restructuring and labour market rigidity, but an indicator of an extremely flexible labour market.

As we have seen, the reason for low unemployment in Russia has not been low labour-shedding, but a continued high rate of hiring. The majority of hires involve job-to-job transfers, but Russia also has a much higher rate of exit to jobs from unemployment than do the other ECE countries. The picture of labour mobility is not at all clear, because the statistical data is ambiguous and incomplete, with very little statistical reporting from the new private sector and a certain amount of misleading reporting by former state enterprises and the Federal Employment Service. However, the statistical data can be complemented by a significant amount of survey data and by our own case study research.

Labour mobility in the Soviet Union, which had been very high in the period of forced industrialisation, had steadily declined until by the 1970s it was comparable to Western European and well below US levels. However, the Soviet ideal was to dedicate oneself to a single workplace, so that voluntarily quitting one’s job was regarded in a strongly negative light and a high labour turnover was considered the mark of a poor enterprise. Thus campaigns to reduce turnover persisted through the 1970s and 1980s, leading to a continued sharp decline until 1986, when turnover rates began to increase again, although the official figure was still only 14.0% in industry (all employees) and 16.8% in construction (workers only) (SSSR v tsifrakh, 1990). According to the official figures, 45% of separations in industry in 1989 were voluntary, and 8% for disciplinary reasons, 28% involved departure from the labour force, 8% transfers and 12% terminations, most of which involved temporary contracts. A 1987 survey cited the need to change geographic location as the reason for a quarter of all quits, with living and working conditions, social facilities and wages all cited as other important reasons for quitting (IMF et al., 1991, Vol 2, pp. 143, 199). However, it should be remembered that voluntary quitting for pecuniary reasons was still socially frowned on at this time, so we would expect people to cite more acceptable reasons than dissatisfaction with wages.� By 1992 70% of quits from state enterprises gave low wages as their reason for leaving (Standing, 1994a, p. 266). 

It was expected that the separation rate would decline further as the labour market situation deteriorated. Thus the IMF study in 1991 regarded Goskomtrud’s assumption that separations would remain at the 1990 level as ‘most unrealistic as evidence from market economies suggests that quits should decline significantly in an environment of slack labour markets and rising unemployment’ (IMF et al., 1991, Vol 2, p. 147). However, in fact there was a sharp increase in the separation rate, with voluntary quits retaining their traditional predominance, according to the official statistics, although there is ample evidence, strongly confirmed by our own research, that a substantial proportion of separations recorded as voluntary are the result of direct or indirect pressure on particular workers from the administration,� while the remainder were motivated primarily by dissatisfaction with low wages and, later, short-time working, compulsory unpaid leave and delays in the payment of wages.�

Compulsory and compulsory-voluntary lay-offs in the first instance, as elsewhere in ECE, seem primarily to have affected working pensioners and ancillary workers, particularly female clerical and professional employees, so that women predominated among the registered unemployed in the first stage of reform. This is partly a matter of the widely observed discrimination against these particular categories of the population, but also because these were the most reluctant to leave voluntarily and so the most liable to be compulsorily displaced.� The tendency through 1992–3 was for employers to try to hold on to the most desirable employees by guaranteeing work and stable wages, while putting the remainder on short-time, sending them on part-paid or unpaid leave, or delaying the payment of wages in conditions of rapid inflation, while the least desirable employees were forced out through retirement, disciplinary dismissal and ‘compulsory-voluntary’ redundancy. The first half of 1994, following the introduction of the new Russian constitution in December 1993, appeared at first to be the crunch time: administrative leave and short-time working rose, separations and the proportion of redundancies increased, while the hiring rate fell, so that there was a leap in unemployment over the first half of the year. However, in the second half of the year hiring resumed, the rate of growth of unemployment slowed and the proportion of compulsory redundancies fell back, although unpaid leave and short-time working have continued to affect up to 20% of the labour force in each quarter.� By the end of 1995 it appeared that the easy cuts in employment had been made, pushing out unskilled auxiliary and ancillary workers, the elderly, the disabled and the disadvantaged, and divesting a significant part of the social and welfare apparatus, leading to the destruction or decay of enterprise housing, social, welfare, health and cultural provision because municipalities lacked the resources to maintain the facilities transferred to them.

The result of the very high rate of hiring is that redundancy and unemployment are not the threat that they would otherwise be.� Most people still move directly from job to job, without an intervening period of unemployment, so that the inflow into unemployment remains low, given the high separation rate. Moreover, although the proportion of those unemployed who register with the Federal Employment Service has steadily increased, still only about one third were registered in 1995, so the inflow rate into registered unemployment is lower still.

Even for those who do register as unemployed the outflow rate from unemployment, including the outflow rate to jobs, is much higher than in Eastern and Central Europe. In 1995 on average 18% joined the register each month, 16% left (calculated from Russian Economic Trends, 4, 4, 1996), of whom 45% left the register for jobs, 12% for education, 5% for pension and 38% for other reasons (FsZ, Osnovnye pokazateli, January-August 1995). This is three times the outflow rate and three times the outflow rate to jobs of Poland. About 20% found work within ten days in 1994 (Kapelyushnikov, 1994). In the March 1995 labour force survey the average time of job seeking was 7.6 months (men 7.2, women 8.2) (Goskomstat Information Statistical Bulletin 9, August 1995).� 

According to the data of the employment service they succeed in placing around a third of those seeking work through the service (1993: 39%; 1994: 32%; 1995: 43%.). However, a growing proportion of applicants are students seeking temporary work, who are much easier to place (in 1995 they made up 17% of applicants, 95% of whom were placed). The proportion of unemployed job-seekers placed was 35% in 1995, including 31% of new entrants to the labour market. It should also be noted that this is one of the prime performance indicators of the Employment Service, so that local offices are inclined to take credit for all job placements, even if they had no part to play in them.� Even on its own account, however, the employment service is involved in fewer than 10% of job placements (Popov, 1995). A principal problem faced by the Employment Service is the skill mismatch between the registered unemployed, who tend to have relatively high qualifications, and the notified vacancies, the majority of which are for unskilled jobs. The Employment Service retains the reputation of the old recruitment bureaux from which it derived of being the last resort of those who cannot find work by any other means, and the last recourse of enterprises who cannot recruit through any other channels.

The Employment Service plays very little role in the labour market. The Employment Service is financed by a payroll tax at regional level, with some redistribution between regions which only breeds resentment on all sides. This leads to a situation in which the most prosperous regions have the highest income and the lowest expenditure on passive measures, while the employment service in those regions with the highest levels of unemployment, which tend also to have the lowest incomes, find their budgets exhausted by the payment of benefit. Nevertheless, with low levels of benefit and few benefit recipients, many regions have substantial funds available for active employment policy. However, most of this money is used to subsidise existing jobs, a lesser amount financing job creation by small businesses, with very little spending on retraining.� Moreover, while the Employment Service claims to find work for about a third of those who apply to it for help it provides virtually no support for people other than the unemployed and those seeking temporary and supplementary jobs. Thus in 1995 only 150,600 people in jobs turned to the service for help in getting another job, of whom it claimed to place only 12,300. In 1995 the Employment Service claimed to have played a role in 2.2 million job placements, of which almost a million were supplementary jobs, out of the total of 11.5 million hires during the year. 

Thus the employment service has very little part to play in making the labour market more or less flexible. Most job changes take place behind the back of the Employment Service, and about these almost nothing is known.

Finally, we should ask what is the relation between employer strategy and employee initiative in labour mobility? If we take the figures at face value, the fact that the bulk of separations are voluntary implies that employers are passive: they distribute the money and work available and if this means low wages then people leave. The Russian Economic Barometer team argued on the basis of their 1993 surveys that workers behaved in a much more market-oriented fashion than their employers, the only difference between low-wage and high-wage enterprises being in the rate of voluntary severance, the hiring and dismissal rates being the same (Kapelyushnikov and Aukutsionek, 1994b). But this implies that voluntary severance really is voluntary, rather than being the means by which management reduces the labour force. Some managements certainly are, or were, passive, but others use voluntary severance very actively. More recent reports by the same authors note significant differences emerging between enterprises, with prosperous enterprises being much more active in disciplining workers, while the less prosperous use more lay-offs (Kapelyushnikov and Aukutsionek, 1994a; 1995). Our own research shows very marked differences in employment strategy between the relatively successful and relatively unsuccessful enterprises, the latter being able to use their more powerful position in the labour market to pursue a very active labour market strategy.

Labour market flexibility: structural adjustment without mass unemployment?

Western trade unions, faced with the threat of large scale redundancy, have traditionally proposed job-sharing and short-time working as a means of weathering a crisis. The World Bank team argues that short-time working, administrative leave and the delayed payment of wages in Russia are another reflection of management’s reluctance to fire, and so an expression of workers’ control, dismissing the possibility that this might be a form of flexibility to adapt to changes in relative demand on the grounds of the supposed scale of the hoarded surplus of labour (Commander and Yemtsov, 1995). However, if it is not the case that enterprises have these huge reserves, then short-time working and administrative leave, compounded by the delayed payment of wages of those still working, provide extremely rational responses of management to instability, even if they are not the best displays of benevolent paternalism. Managers in any country would relish the chance not to pay their workers. Only in the former workers’ paradise is it possible for them to get away with it!

The argument that Russia provides us with an exemplary model of labour market flexibility has been developed primarily by Richard Layard and his colleagues, and endorsed by the prime exponents of labour market flexibility, the OECD (OECD, 1995b). The argument is essentially that the enormous wage flexibility displayed in Russia, together with very low unemployment benefits, has allowed the labour market to operate smoothly to facilitate structural adjustment without the emergence of mass unemployment. In conditions of economic difficulty in any particular enterprise, falling wages and flexibility of hours make it unnecessary for the management to declare redundancies and gives workers the choice of leaving for another job or remaining on little or no pay. The fact that unemployment benefit is in practice so low means that it does not provide any floor to the wage, while the statutory minimum wage is far below any subsistence minimum.� Far from the stagnation depicted by the World Bank, there has been very considerable employment restructuring, with an explosive growth of the new private sector (if not now, at least on the immediate horizon). Far from being an alternative to employment flexibility, as the World Bank argues, wage flexibility is a means to employment restructuring.� 

Layard and Richter explain this wage flexibility not only in terms of the low unemployment benefit, which means that unemployment is not a realistic option, but also in terms of the worker’s attachment to the enterprise which means that an employee will continue to work even when paid nothing at all.� They identify five reasons for continued attachment to the enterprise: the extensive social support provided by the enterprise; the importance of the workplace in the definition of personal identity; the limited alternatives available with such low unemployment benefits; for some workers the access to tools and equipment for secondary activity; and the fact that there is little worker organisation to oppose pay cuts (Layard and Richter,1995).� 

The great advantage of this wage flexibility for Layard and Richter is that it allows for large-scale structural adjustment without the emergence of mass unemployment, a state which is particularly debilitating in a country which had lost the very concept of unemployment, in which work was the focus of people’s lives and their identities. The downside for them is that the surplus workers hanging around the factory get in the way of the restructuring of production, so they argue that administrative leave is preferable to retaining people in the workplace. The implication, and the lesson of Russia, is that flexible labour markets work, that a low level of benefits reduces the incentive to leave work for unemployment, and that support needs to be for job-to-job transitions rather than for unemployment, which the benefit system should be designed to discourage. In the Russian context Layard and Richter propose a massive programme of retraining in the commercial skills required for the market economy; an increase in unemployment benefit for those made redundant, but minimal benefit for new entrants and returnees; a programme of public works in place of unemployment benefit for those unemployed for more than one year; and the removal of residence restrictions and the provision of hostels to encourage migration. 

Our research undermines Layard and Richter’s benign view of labour market flexibility. Employers do not offer employees a choice between job security with a low wage and mobility in search of a high wage. All employers would like to recruit and retain younger, skilled, male employees by paying good and secure wages, and to force out older, unskilled and undisciplined employees by paying low wages or no wages. The relatively more prosperous enterprises are able to upgrade their labour force in this way, while the less prosperous are unable to hold on to their existing employees and have to be less selective in their recruitment. Thus labour market flexibility leads to a polarisation between ‘good’ and ‘bad’ enterprises. 

While most people shuffle between existing jobs in former state enterprises, the significance of the new private sector as a source of employment has been considerably exaggerated. As we will see, comparison of various sources indicates that the official figures for private sector employment growth were hugely over-estimated in 1992 and 1993 and that the rate of growth since then has been at best modest. Many jobs in the new private sector are casual and are not legally formalised, providing no security of employment and avoiding taxation and social insurance payments. Most people regard work in the private sector as undesirable because of this instability and absence of social protection, looking to it only for casual earnings. There are also indications that opportunities in the private sector are narrowing as it becomes more professionalised and competitive. Moreover, with incomes continuing to fall, it is unlikely that Russia can support a substantial private service sector outside the largest cities, which is where new enterprises are concentrated.

The significance of secondary employment has also been exaggerated. Only a minority has access to secondary employment, which provides additional opportunities for the privileged rather than a means of support for the disadvantaged. Most secondary employment is not in the new private sector, but takes the traditional forms of additional jobs at the main place of work or ‘individual labour activity’ providing goods and services. For those with skills that are in high demand, secondary employment can provide a way of trying out a new vocation or a new workplace, but these are only a small minority. Casual employment is typically not secondary employment, but the only source of income for those who are laid-off or unemployed. 

Labour mobility for most people is a crisis phenomenon. People are driven by the need to survive in the face of low pay and the non-payment of wages, not by the attraction of a new job, a new life, or even a higher income. Although the young are highly mobile, most people retain the traditional values of hard work and are committed to their workplace and workmates. Many leave their jobs with real sorrow. When such workers leave, the home enterprise loses the irreplaceable benefit of his or her skill and experience, while the worker usually moves to a job that requires significantly less skill. Mobility therefore leads to the ‘degradation’ of the labour collective and of the skills and morale of individual workers as people shuffle between existing jobs or are driven into casual unskilled work in the new private sector.

The principal and most desirable channels of mobility for both employers and employees are personal connections. This leads to a closure and further segmentation of labour markets as enterprises close their doors to ‘outsiders’, except for those unskilled or highly skilled posts that they cannot fill with ‘their own people’. It also reinforces the marginalisation and the poor image of the employment service, which employers and employees use only as a last resort.

Too much flexibility?

Layard and Richter are certainly right to emphasis the flexibility of the Russian labour market, in opposition to the view proposed by the World Bank. There are some labour market rigidities, particularly those social, political and economic factors which, as in any real economy, impede the geographical movement of labour, but there is no evidence that labour market rigidity presents any kind of barrier to the development of new capitalist activity: any employer who is able to guarantee to pay a living wage has the pick of the labour market. However, while there is plenty of evidence of the negative aspects of wage and employment flexibility, Layard and Richter offer little but wishful thinking on the positive side. 

The price of labour market flexibility in the Layard/Richter model is low wages, and wages have fallen even more dramatically than GDP:
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Of course a job is better than no job, and low wages are better than no wages, but low wages tend to be self-reproducing, reducing incentives for both employers and employees and promoting the deskilling, casualisation and demoralisation of labour. Did Russia really set off on the route of perestroika to become a low wage economy, in which a very large proportion of the population live below the poverty line and work in conditions which give employers no incentive to invest or even to reorganise production to raise productivity and wages? 

This brings us the ILO position, put forward primarily by Guy Standing, which has underlain their labour force surveys since 1991. The ILO starting point was the hypothesis, unfashionable at the time, that macro changes had to be accompanied by micro restructuring, and the basis of the ILO surveys was therefore to monitor the extent to which existing enterprises were indeed restructuring. The annual ILO surveys have shown that people are being kept on the payroll, and are not turning up as unemployed, but they are being used less and less productively and their wages, working conditions and living standards are falling steadily from levels which for many were already in the Soviet period at bare subsistence level.

According to the real average wage index, wages in Russia have fallen even more dramatically than production. As a result of Gorbachev’s reforms statistical real wages peaked in 1990 at 32% above the 1985 level, reflecting an increase in unrealisable money incomes against relatively fixed prices rather than a sharp increase in living standards. By 1995 statistical wages had fallen to 55% of the 1985 level, or only 42% of the 1990 level. These later figures may be as misleading as are those for 1990, since under-reporting of wages is said to be rife. Nevertheless, for a large proportion of the population the fall in wages has been much greater than this as inequality in Russia has doubled, the Gini coefficient increasing from 0.26 in 1991 to 0.29 in 1992 and 0.50 in 1993 (Rossiya v Tsifrakh, 1996. The 1993 figure is from the 1996 World Development Report, derived from an expenditure measure since income data is completely unreliable). Wage dispersion between branches of production increased from 0.75 in 1991 to 1.46 by November 1995, with agricultural wages falling to less than half the average (Russian Economic Trends, 4, 4, 1996). Regional wage differences are also enormous, with the average wage in Moscow being four times that in Dagestan (Trud i zanyatost’ v Rossii, 1995). The result of falling wages and rising inequality is that between one quarter and one third of the population live below the poverty line, which is defined as the physiological subsistence minimum in a crisis situation, a revision of the previous physiological minimum which reduced its level by one third (Chetvernina, 1994). Poverty, linked to alcoholism, no doubt lies behind the catastrophic increase in the mortality rate, which has seen the life expectancy of men fall from 62 years in 1992 to 57.6 years in 1994, recovering slightly to 58.0 years in 1995 (that of women fell from 73.8 to 71.2, recovering to 72.0). 

Layard and Richter recognise that there are those who suffer, but they appear to believe that all confront the same choices and all have the same opportunities opened before them by the dynamic new private sector. However, as in the case of enterprise behaviour, the behaviour of employees in the labour market cannot be reduced to a simplistic model of a homogeneous labour force. The experience and situation of different categories of employee are very different, with trade, age, branch of production, geographical location and sex being important objective characteristics, but with the subjective legacy of the Soviet past also bearing heavily on many, not only of the older generation. Unpaid administrative leave means something quite different for a driver who is able to use the enterprise’s truck to run a market business than for a middle-aged female clerical worker with dependent children who cannot adapt to the new world and who has little chance of getting another job. 

Layard and Richter considerably exaggerate the opportunities that are offered by the new market economy. There is no published data on employment in the new private sector, not only because of the absence of reporting but also because official data does not distinguish between privatised state and new private enterprises.� However, impressions gained in the centre of Moscow or large regional capitals are very misleading. If we look at the official sectoral employment estimates we find that fewer than half a million additional jobs have been created in credit, finance and insurance since 1990, about 600,000 additional jobs have been created in trade and public catering, while the rest of the service sector has seen a substantial employment decline. It has been science and technology and light industry, branches which should offer the best opportunities for new private enterprise, which have seen the largest employment declines of all. As we will see shortly, the Goskomstat estimates give a figure for total employment which is approximately five million (8%) higher than that derived from the labour force survey, and this difference is probably due almost entirely to Goskomstat’s over-estimate of the growth of self-employment and new private employment. Even on their estimates, small business growth has ground to a halt, with the number of small enterprises in trade and catering falling by 10% and the number of employees in the small business sector as a whole falling, according to the Goskomstat figures, between 1994 and 1995 (Goskomstat, 1996c).

A significant proportion of employment in the new private sector is casual or secondary employment. A significant proportion of those whose wages are reduced by short-time and administrative leave and a significant proportion of the unemployed are engaged in secondary employment and/or are producing for their subsistence on their private garden plots. This secondary activity is not only important in sustaining those on starvation incomes, but also in providing a means of adaptation to new economic conditions and a channel for transition to new jobs. Secondary employment combines flexibility in adapting to current changes while keeping options open for the future: both for workers and for their enterprises. However, it is important not to get carried away with the idea that secondary employment makes short-time working, administrative leave and low pay more acceptable. It is only a small minority who are involved in regular secondary employment, and those most actively involved and the best paid are those who are most competitive in both primary and secondary labour markets. Those with low or no incomes are more likely to be involved in low-paid casual work, self-employment or subsistence production which helps ward off starvation rather than promising new opportunities. For some, secondary employment is a vital element in a simple strategy for survival, but for those most active in the secondary labour market it is a means of realising an even higher standard of living.� 

While low wages discourage investment in the productive sphere, low wages and extensive short-time working in state and former state enterprises subsidise casual low-wage, low-skill employment in the new private sector, with employers avoiding taxation and social security payments. Thus low wages, far from encouraging the growth of a flourishing new private sector, underpin the informal and illegal character of economic activity in the new private sector and reinforce the continued deskilling and demoralisation of the labour force.

Low wages and the non-payment of wages also encourage employers to hold on to a substantial reserve of labour, in the sense discussed above. Guy Standing, on the basis of the findings of the annual ILO enterprise surveys, has argued that Russia has achieved a low rate of open unemployment as a result of labour market flexibility not because of the growth of a dynamic private sector, as Layard and Richter assert, but because of the enormous scale of ‘concealed’ and ‘suppressed’ unemployment. Standing distinguishes between ‘short-term’ and ‘long-term’ surplus labour, the former being those employees who currently have nothing to do or who could be dispensed with without any impact on production levels, the latter those who would be dispensed with in the event of significant structural changes, either through bankruptcy or new investment. The former together indicate the extent of hidden unemployment, the latter the further additions to unemployment that might arise in the event of serious structural change. In his analysis he focuses only on the former.

According to the 1995 ILO survey, which covered industrial enterprises of all property forms, managers estimated that on average they could reduce employment by 7.8% without affecting output, which Standing takes as his indicator of the extent of ‘concealed unemployment’. On the basis of the 1994 survey Standing estimated that during the first half of 1994 ‘production stoppages for economic reasons accounted for about 7.1% of total labour input’ (Standing, 1996, p. 18), which he identifies as a major form of ‘suppressed unemployment’. In addition Standing estimates the number of employees on short-time and the number sent on administrative leave, to reach a total estimated suppressed unemployment of over 28%, in addition to the 8% concealed unemployment. The implication is that over a third of the industrial labour force is effectively unemployed, despite the fact that industrial employment has already fallen by at least a third. Enterprises have only held on to these employees because they are a perfectly flexible labour reserve: employers do not pay employees when they are laid off or working short-time, and increasingly do not pay them even when they are working, although such practices are illegal under the Russian Labour Code and repeated presidential decrees. Standing’s conclusion turns orthodoxy on its head: the labour market constitutes a major barrier to restructuring, but the barrier is not labour market rigidity but excessive labour market flexibility. It is excessive wage flexibility which encourages the deskilling and demoralisation of the labour force while discouraging the investment and production reorganisation in existing industrial enterprises which is the only realistic basis for economic recovery. At the same time, the retention of surplus labour within enterprises conceals the extent of unemployment from public view and allows the state to avoid addressing the issue.

While our own case study research would strongly support Standing’s substantive conclusion that Russia suffers from excessive wage market flexibility, we would question his estimate of the extent of concealed unemployment. We have already discussed the conceptual aspects of this issue above. Managerial estimates of ‘disguised unemployment’ are more of ideological than substantive significance. No doubt all enterprises and organisations could dispense with, say, 10% of the labour force without any impact on production levels, but this would not be without cost. The individuals surplus to requirements have to be identified, the work they currently do has to be evaluated and assigned to somebody else. Such an exercise requires an investment of scarce managerial resources and probably implies some intensification of the labour of those who remain or some deterioration in the quality of, for example, social and welfare provision. Faced with higher labour costs, managers would be more inclined to undertake such an exercise and to ‘slim down’ their labour force, but it is by no means clear that such an exercise would be socially desirable in the absence of any realistic alternative employment for those who would be dispensed with.

The situation with the ‘suppressed’ unemployed is slightly different. There are both conceptual and statistical issues involved here. The first statistical issue concerns the extent of double-counting, since Standing adds together the figures for production stoppages and the figures for temporary lay-offs. He recognises that he has assumed that ‘time lost from partial stoppages is separate from that lost to administrative leave or short-time working. It could be that such stoppages are the immediate cause of some administrative leave’ (Standing, 1996, p. 23). In our experience administrative leave and short-time are almost always associated with production stoppages. The second statistical issue concerns the estimates for the proportion of the labour force temporarily laid off. Although a large proportion of the labour force experiences short-time working and administrative leave, the scale and duration varies quite considerably. Large and medium enterprises report both the extent and duration of administrative leave and extent of short-time working and the loss of working time through stoppages to Goskomstat. The Goskomstat figures for loss of working time are actually rather higher than those that Standing derives from his survey, while the figures for leave and short-time working are substantially lower, although we would expect enterprises responding to the ILO survey to provide the same data that they supply to Goskomstat. While Standing estimates that 7.1% of time is lost to stoppages, Goskomstat figures show that about 8.3% of working time was lost to full-day stoppages in 1995, a slight fall from 1994, when almost 10% of working days were lost (and, as noted above, a further 5% reduction in working time is accounted for by increased vacation and public holidays). While Standing estimates that 13.0% of time is accounted for by administrative leave and 8.6% is accounted for by short-time working, Goskomstat reports only about 4.5% of time accounted for by both together, with the balance changing somewhat over time as administrative leave has declined and short-time working increased. However, the Goskomstat figure refers to large and medium enterprises in all branches, while short-time and administrative leave are concentrated particularly in industry. Even if all the reported temporary lay-offs were to be ascribed to industry the loss would amount to 14.5% of working time: a substantial proportion, but still rather less than the 21.6% estimated by Standing.� Our conclusion is that, if the loss from production stoppages corresponds to a part of the loss from short-time and administrative leave Standing overestimates the scale of ‘suppressed unemployment’ by a factor of at least two. 

There is also a conceptual issue to address. Standing’s ‘suppressed unemployed’ are people who are literally without employment for certain periods of the working week, or for weeks or even months at a time, but who are retained on the payroll because they cost the enterprise very little. The problem with regarding these people as unemployed is that for the rest of the time they are employed. In our own case study research shop management in most industrial enterprises insists that there is no surplus of labour on the shop floor, in the sense that they could barely manage to resume production if orders were forthcoming. It is clear that short-time working and administrative leave are not used to retain surplus employees but as an instrument of employment designed to preserve production capacity. On the one hand, managers know very well that a significant proportion of those laid off temporarily will find other jobs and leave the payroll, so that leave is used as a way of avoiding the bureaucratic and financial costs of compulsory redundancy. On the other hand, temporary lay-offs provide a method of retaining employees who will be required in the event of an upturn in production, while allowing them to maintain their earnings through secondary and casual employment. This is a perfectly rational response to the unevenness of production which is a feature of the instability that marks the Russian crisis. If orders are not forthcoming and production is not resumed, those on extended leave drift away and employment falls, but if there is an upturn those on leave are recalled, or those on short-time restored to full working. There is certainly an element of labour hoarding involved here, because enterprises do not sack workers as soon as production falls with a view to rehiring later. However, this is not so much a matter of labour market rigidity as of the importance of firm-, shop- and machine-specific technical and social skills which are an essential aspect of the Soviet production system and which make the existing skilled and long-serving employees irreplaceable. It is, therefore, somewhat misleading to identify those temporarily laid-off with the ‘suppressed unemployed’. As with the ‘concealed unemployed’, if enterprises met their legal obligation to pay wages to those they had laid-off temporarily then a large proportion of these people would become unemployed, but this would undermine the ability of the enterprise to resume production in the event of a temporary or permanent improvement of its situation.

Our conclusion would be not that there is no hidden unemployment, but that Standing’s distinction between short-term and long-term hidden unemployment is not a useful one. At current wage levels enterprises are discouraged from undertaking significant rationalisation of the labour force and are encouraged to retain those for whom they currently have no work, in the expectation that they will be able to resume production when new orders are forthcoming. In this sense, at current wage levels there is not a substantial labour surplus, and Standing’s estimate of ‘short-term’ hidden unemployment is exaggerated. On the other hand, if wages were to be paid and if the minimum wage were to approach the subsistence minimum, enterprises would no longer be able to afford to support not only those on short-time and administrative leave, but also a substantial proportion of those who appear currently to be in secure employment. On any rational accounting principles the vast majority of Russian industrial enterprises must be insolvent: any owner motivated solely by profit would cease production, force out all the employees, sell off the enterprise’s assets and lease-out its premises, which indeed is what many ‘outside’ shareholders seek to do if they manage to acquire control. In this sense the vast majority of the industrial labour force can be considered to be a labour reserve, sustained by insolvent enterprises which receive little government subsidy, but which pay low or no wages, do not service their loans and build up growing debts, particularly to the tax authorities and energy suppliers. While Standing’s estimate of ‘short-term’ hidden unemployment may be exaggerated, the scale of ‘long-term’ hidden unemployment – the number who would be dismissed if Russian enterprises were subjected to the normal legal and economic constraints of a market economy – hardly bears thinking about.

While we are sceptical of Standing’s estimate of ‘concealed’ unemployment, we are equally sceptical of the published figures for open unemployment. As already noted, there is a substantial difference between the published figures for registered unemployment and those which derive from the labour force survey. However, there are considerable grounds for believing that these figures omit a very large number of people of working age who are not employed but who do not meet the definitional conditions of unemployment, most probably because they are not actively seeking work.

How much unemployment is there in Russia?

There is no data for unemployment in Russia before 1991, since unemployment did not officially exist. Nevertheless, there was undoubtedly a fair amount of frictional unemployment and quite high structural unemployment in some peripheral regions. The consensus is that unemployment in the late Soviet period amounted to something like 3% of the labour force (Oxenstierna, 1990, pp. 223-6). There are two sources of data on unemployment rates in Russia since 1991. The first is the data on registrations with the local offices of the Federal Employment Service, the second is data derived from the labour force survey. 

The Federal Employment Service was established in 1991, but it took some time for it to establish offices throughout Russia, so that its data only really has any significance from 1992. The Employment Service reports figures for the number applying to offices of the employment service in search of work, which includes students, pensioners and a small number of people currently in work, the number placed in employment with the assistance of the employment service, the number formally registering as unemployed, the number of those receiving benefits, and the number leaving the register each month. While the local offices of the employment service are eager to demonstrate a high demand for their services by registering people seeking work, and a high success rate by recording job placements for which they can claim credit, they are less eager to register people as unemployed, and even less to pay them benefit, which comes out of the unified budget of the employment fund and so reduces the sum available for active labour market policies and for the administration of the employment service itself. 

A great deal of anecdotal and observational evidence points to the difficulties which are faced by those seeking to register as unemployed or to register for benefit, from the complexity of bureaucratic procedures through administrative obstruction to outright refusal. On the other hand, there is still a considerable, although declining, reluctance of large parts of the population to accept the stigma of unemployment which in the past was criminal ‘parasitism’. The local offices of the employment service replaced the former ‘labour recruitment bureaux’, which were responsible for compulsorily placing the otherwise unemployable in work: those who had been repeatedly dismissed for disciplinary offences, released prisoners and ‘parasites’, and so continue to be regarded by employers and employees alike as the last resort. Few believe that they will be able to secure an acceptable job through the employment service so that a growing proportion of the job placement activity of the employment service concerns the provision of temporary vacation work for schoolchildren and students. At the same time the very low rates of unemployment benefit, the quite stringent conditions for its receipt and the bureaucratic obstacles in the way of registration discourage many who would otherwise be eligible from applying. There is therefore little incentive to register as unemployed either to find a job or to receive benefit. Taking all these considerations into account, it should not be surprising to find that the figures for registered unemployment remain very low, with 2.3 million people, 3.2% of the labour force, being registered unemployed at the end of 1995, of whom 1.9 million, 2.6% of the labour force, were receiving benefit. This national figure masks considerable regional variations, with a high in April 1996 of 22% registered unemployment in Ingushetiya and a low of 0.6% in Moscow city. 

If we were to believe the figures for registered unemployment, Russia has seen a fall in industrial production of more than 50% and a decline in officially estimated GDP of a third, but unemployment remains at the level estimated prior to the beginning of reform. Clearly the registered unemployed represent only the tip of an iceberg, but the question is how big is that iceberg?

The labour force survey has been conducted according to the ILO/OECD methodology since October 1992.� The first survey found that unemployment on the ILO/OECD definition was over six times the officially registered rate, at almost 5%, with over three million unregistered unemployed. Since then, however, survey unemployment has increased more or less in step with registered unemployment, to reach a rate of 8.5 % in the middle of 1996, 3.7 million more than the registered unemployed. The gap between registered and survey unemployment is open to a number of different interpretations. On the one hand, we may believe the labour force survey figure and conclude that the employment service is becoming more efficient at registration, while the population is overcoming its reluctance to register, so that the proportion of the unemployed who are failing to register has fallen from 84% in 1992 to 56% at the end of 1995.� On the other hand, we may be more inclined to believe the employment service figures, which are based on the rigorous application of ILO/OECD criteria rather than on self-reporting, which would indicate that there is a pool of between three and four million people who claim to be unemployed in response to the survey, but who do not turn to the employment service because they would not be recognised as eligible for benefit if they did so. Thus Commander and Yemtsov (1995, p. 4) doubt the reliability of the labour force survey data as a measure of unemployment, partly because 20% of the survey unemployed in October 1992 were reported as being students and pensioners (the figure had fallen to 8% by October 1995). However, the latter are only recorded as unemployed if they are actively seeking work, and many students and around one-third of all pensioners do work (it should be remembered that the pension age is low in Russia, with even earlier retirement for the large number of people working in harmful conditions). On the basis of their own April 1994 survey they estimated the ‘true’ rate of ILO/OECD unemployment as lying about halfway between the survey and the registered rate of unemployment.�

Commander and Yemtsov also point to the significant proportion of the registered and survey unemployed who themselves report in surveys that they have significant earnings from employment. In their own survey with VTsIOM almost one fifth of the registered unemployed and over a quarter of those claiming benefit had significant informal or secondary work, while ‘nearly a third of those working to a significant degree in the informal sector were registered as unemployed and just under a quarter were receiving benefits’ (ibid., p. 10). In a VTsIOM survey in April 1995 one third of those who described themselves as unemployed were earning above the average wage from their supplementary jobs (Khibovskaya, 1995). The head of the Moscow employment service was quoted in Izvestiya as estimating that 60% of his registered unemployed people had jobs (Izvestiya, 15.10.93, cited Gimpel’son, 1994).

Commander and Yemtsov aside, there is no special reason to doubt the labour force survey estimate of the rate of unemployment according to the strict ILO/OECD definition. People may have an incentive to conceal the fact that they are employed from the employment service, but they have no incentive to lie to the labour force survey. Moreover, as Commander and Yemtsov note (ibid, p. 10n), it is hardly surprising that so many of the unemployed have additional earnings, given the low level of benefit. Since the level of benefit is considerably below the physiological subsistence minimum, those without additional income and/or the support of family and friends will, by definition, die. In these circumstances, when ILO/OECD unemployment is not a realistic option, the official definition of unemployment is misleadingly restrictive. 

In Russian conditions, where many of the employed are working short-time or are laid-off without pay, where the payment of wages for those in work may be delayed for months at a time, where many earn below the subsistence minimum, where there is a wide range of opportunities for casual and self employment and where a large proportion of the population is engaged in subsistence agriculture and domestic production, the dividing line between employment and unemployment is a very fine one, with a substantial proportion of the population in a limbo between the two. We can therefore perhaps best try to categorise the population not into employed and unemployed, but into at least three groups, the employed, the unemployed and those between the two statuses. For this purpose we need some indication of the number employed.

How many people are employed in Russia?

This might seem a simple question to answer. If we want to know how many are employed we have only to turn to the published official statistics on employment in Russia. These figures tell us that 67.1 million of an economically active population of 73.1 million were employed in 1995, the remaining six million being those identified by the labour force survey as being unemployed.� This marks a fall in total employment of 11% since 1990. According to the labour force survey data since 1992, about half the net fall in employment is accounted for by increased unemployment, which indicates that the other half is explained by withdrawal from the labour force.� 

The problem is that we do not know where these figures have come from. Goskomstat is notoriously unhelpful in the way it presents its statistics and in the lack of explanation of their source. As far as we have been able to understand the process, the employment totals derive from estimates prepared in the local and regional Goskomstat offices using guidelines issued from Moscow. The figures for medium and large enterprises and organisations, which are overwhelmingly state and former state enterprises, are reported to Goskomstat regional offices by the enterprises themselves and, according to our own research into the collection and reporting of employment statistics by industrial enterprises, they are reported reasonably accurately, at least in the case of state and former state industrial enterprises.� Figures for employment in smaller enterprises are gathered on the basis of a sample survey of such registered enterprises, but the regional statistical offices do not have an adequate sampling frame and our research indicates that the numbers returned to the statistical offices, particularly by new private enterprises, are almost entirely fictitious. The regional statistical office then supplements this data and adds its own estimates for employment which is not covered by official reporting, in particular for non-reporting small enterprises, self-employment and employment by unincorporated employers using a variety of sources, including the labour force survey. It appears that tax records are used only in relation to partners in registered private businesses not engaged in economic activities (Goskomstat, 1996b). This data is cumulated and the gross figures are reported to Goskomstat Russia in Moscow, which then prepares the final figures. Our understanding is that, at least in general, Goskomstat is reliant on its regional offices since Moscow does not have access to the raw data collected at regional level. This means that nobody really knows what these figures actually mean, because nobody knows where they have come from and there does not seem to be a uniform methodology applied in the collection and reporting of these figures. According to our own research, some enterprises still use old accounting forms while other enterprises use new ones,� with different classifications being used, and regional offices then apparently enjoy considerable discretion in how they make their estimates.

The alternative source for estimates of employment is the labour force survey. This is also carried out through the regional network, with preliminary data processing taking place in the regions. The figures are only published with considerable delay – the results of the October 1994 labour force survey were not published until July 1995, in an edition of 150 – and the same data published in different forms appears not to be consistent, so it is difficult to decide which to believe.� This data is based on a large sample survey and should be much more reliable than that collected through the old system of statistical reporting by enterprises and organisations. Goskomstat does not publish the absolute figures revealed by the labour force survey, only distributions. � However, it is possible to interpolate the labour force survey totals from the published activity rate figures, which cover the age range 15–72, giving us a total employed in that age range. This gives a figure of 63.4 million employed in 1994, over 5 million fewer than the published Goskomstat total.� Goskomstat has recently provided a set of figures which are said to derive from the labour force survey to the OECD, which publishes these figures in its review of short-term economic indicators, alongside and in unexplained contradiction with the ‘official’ employment figure. The published figure for 1994 is exactly the same as that calculated from the already published turnover figures, although that for 1993 is actually 1 million less than the figure calculated from turnover rates, making the employment decline between 1993 and 1994 appear correspondingly less. The labour force survey figure reported to OECD for 1995 shows an even smaller decline in employment than that shown in the official figure, being only 340,000 lower than the figure for 1994, substantially less than the reported increase in unemployment, while on the official figures total employment fell by one million more than this. It therefore looks rather as though the figure reported to OECD for 1994 is indeed the labour force survey total, but those for 1993 and 1995 depart from that total by about one million each way. The most likely figure for total employment for October 1995, according to the labour force survey, would be about 62 million.� This means that labour force survey employment has been about five million less than the estimated figure published by Goskomstat since 1994. This also reduces the denominator of the calculation of the unemployment rate, which the OECD reports as 9.2% against Goskomstat’s officially published 8.2% (OECD, 1996, A20).

Total employment in Russia, various sources:
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Who are these missing five million people? There is no reason to believe that the estimates for unemployment according to the ILO/OECD definition are in any way misleading, which means that these are people who are recorded as being neither employed nor actively seeking employment in the week of the survey, they are people who technically have withdrawn from the economically active population. We might be tempted to assume that these are people who have taken advantage of their new-found freedom not to work and have chosen to leave the labour force – perhaps there has been a mass withdrawal of women from work, back into the home? However, examination of the age and sex-specific activity rates soon dispels this impression, for the activity rate for men has actually fallen slightly more than that for women (and their employment rate has fallen still more when we take account of their premature death). In a period of deep economic crisis with a rapid fall in wages and sharp increase in inequality it is unlikely that many can afford to withdraw voluntarily from the labour market. With savings having been destroyed by inflation and reserves exhausted by years of penury there are few who can survive without earning a living in one way or another, so we would expect that most of these people are involved in some kind of subsistence activity, petty trading and casual employment which they do not report or which is insufficient to qualify them as employed on the definitions of the labour force survey, but who do not seek work because they have no hope of finding any and so do not qualify as unemployed either.� 

This interpretation is confirmed by examination of the sex and age-specific participation rates derived from the labour force survey covering the period 1992–4. The reduction in labour force participation is heavily concentrated among young people (15–19), whose participation rate fell by over a quarter in only two years, and those past retirement age, whose participation rate fell by over a third, with a less dramatic fall of ten per cent in the pre-retirement age group (men of 55–60 and women of 50–55) against a fall of less than five per cent for all other age groups.� The number of 15–19 year-olds in employment fell by over a third, more than three-quarters of a million, between 1992 and 1994, despite the fact that the age group grew by 400,000 over the same two years.� The reduction in participation among the young is most likely explained not by a mass return to education, which has not taken place, but by the growing tendency for urban teenagers to live on their wits rather than to look for a job. Those pre-retirement and of pension age will be predominantly those who have been pressed or forced to give up their jobs, but who are not actively seeking work because they know that they have no chance of getting another job.� 

It seems that the Goskomstat overestimate of total employment took place between 1992 and 1994, with the biggest overestimate being in 1993. It is most likely that this overestimate arose from the overestimation of the dynamism of the new private sector. In principle we would expect the figures for large and medium enterprises, which are overwhelmingly state and former state enterprises and which account for over 80% of total employment, to be reasonably accurate, since these continue to report and, on the basis of our research, it seems that they report accurately. These figures show a decline in employment between 1992 and 1995 of about the same scale as the decline in total employment shown by the labour force survey,� which would imply that there has been little or no growth in individual employment or in employment in small businesses at all since 1992. This might seem implausible at first sight, but it is conceivable when we consider the scale of the economic decline, the extent to which the new private sector involves casual and secondary employment which may not show up in the labour force survey, and when we remember that there had already been an extensive growth of employment in co-operatives and individual labour activity in the late 1980s. The number of small business grew rapidly between 1991 and 1994, but many of these were former co-operatives and many were paper companies created for tax purposes.� It is impossible to tell from the published figures precisely where Goskomstat’s over-estimate is to be found, but it is most likely to be concentrated particularly in the ranks of the self-employed, whose number Goskomstat estimated at 4.7 million in 1994 (so far as I am aware no figure has been published since then), up from 128 thousand in 1990. �

The key point to emerge from this review is that the published data appears considerably to underestimate the extent of the loss of jobs in the crisis and correspondingly to overestimate the dynamism of the new private sector.� Unemployment has risen by substantially less than the fall in employment, although the working age population has not declined, so that a substantial number of people, particularly the under twenties and the over fifties, who would formerly have been employed have left the active labour market. While one might lump these people in the category of the uncounted unemployed, together with those who remain formally in employment but are currently without work and/or wages, such a designation would be almost as misleading as Goskomstat’s apparent inclusion of them in the total of the employed population because it implies that there is a sharp dividing line between employment and unemployment which, in the Russian context does not exist. These are people the vast majority of whom inhabit a limbo world between employment and unemployment, they are those who do not look for work because they have no realistic prospect of finding regular employment on terms which they consider acceptable, but they have to survive and so they live on handouts from friends and relatives, from subsistence agriculture, from occasional casual labour, petty trading or petty crime. But in this they do not differ radically from either the employed or the unemployed: the unemployed also have to survive since, even if they overcome all the obstacles and secure benefit, the level of benefit is so low. The only difference is that the unemployed report that they are still seeking regular employment. Many of the employed also have to find other ways to make a living because, although they may work, they may not receive their wages for months. Many of them are regularly laid-off or put on short-time with little or no pay. A growing number, particularly in the private sector, are only working part-time or as causal, seasonal or temporary employees, all of whom are included in the Goskomstat employment total. And even many of those who work and are paid their wages on time do not earn enough to support even one person at the minimum subsistence level. In short there is a wide range of statuses in the Russian labour market, with a series of gradations between the small minority who are in regular full-time employment, are paid on time and who earn enough to support themselves at or above the socially established subsistence level and, at the other extreme, those who are entirely without employment.

How many such people are there living in this world-in-between? There has been no fall in the population of working age, and we can assume that given the catastrophic fall in income levels, particularly among the more vulnerable sections of the population, there has been no fall in the desire or need of people to engage in paid employment, so we can assume that at least 75 million people need to work in order to live, the number reported employed in 1990.� In 1995 at any one time about 58 million people were employed and working, including part-time and casual employees, although only around 20 million of them had received their most recent wages on time and in full (Khibovskaya, 1996a, p. 34). Those in work earned an average wage somewhere around 80% above the bare subsistence minimum, paid an average of more than three weeks late, although the growth of inequality meant that many earned less than the subsistence minimum, and many had much longer delays in the payment of their wages. Although those in industry bear the brunt of lay-offs and short-time and of the fall in employment, the 27% of the population living in the countryside are by far the worst off, with even the average wage below the subsistence minimum, very substantial wage delays, no alternative employment and a growing rural population as people leave the towns in search of food. This leaves a further 17 million people making a living as best they can, of whom 4 million were formally in regular employment but were laid-off with little or no pay at any one time, 2.3 million were registered as unemployed, of whom an average of 1.7 million were receiving benefit on average around half the subsistence minimum, a further four million reported that they were unemployed and seeking work, while at least another seven million (around three million of whom are pensioners – women over 55 and men over 60 – and one and a half million are under-25) were working in subsistence activity or unreported and unrecorded casual labour in order to survive. In short, extreme labour market flexibility has allowed Russia to endure an unprecedented economic collapse while both registered and survey unemployment remain relatively low, but it is doubtful that this can be considered a great achievement since labour market flexibility and the absence of adequate provision for the unemployed has condemned the majority of the population to living and working conditions which cannot be considered acceptable by any standards. 

Conclusion

Russia has been the test bed of the theory that labour market flexibility is a key to successful structural adjustment. The most important policy conclusion that we would draw from our research, that cannot be reiterated too strongly, is that Russia has definitively established that labour market flexibility does not work. Far from promoting structural adjustment, a flexible labour market has proved to be one of the major barriers to such adjustment by allowing employers and the government alike to transfer the costs of continued decline onto the mass of the population and by depriving management of any incentive to rationalise production or to invest in order to raise labour productivity. The lesson to be drawn from Adam Smith is not that free markets are always right, but that the ‘liberal reward for labour’ is socially beneficial, not only because ‘no society can surely be flourishing and happy, of which the far greater part of the members are poor and miserable’, but also because high wages encourage the ‘industry of the common people’. As Smith noted: ‘Our merchants and master-manufacturers complain much of the bad effects of high wages in raising the price, and thereby lessening the sale of their goods both at home and abroad. They say nothing concerning the bad effects of high profits. They are silent with respect to the pernicious effects of their own gains’ (Wealth of Nations, Book 1). 

The tendency since the beginning of the 1980s has been for governments progressively to dismantle more and more of the institutions which had been built up over the previous century to provide some stability in the wages and employment of the working population. It was recognised that in the short-term such ‘liberalisation’ of the labour market would lead to rising unemployment, falling wages and growing inequality, and in this respect the liberalisers have been proved correct, but these were supposed to be transitory manifestations of the flexibility which would remove the barriers to investment. New investment would promote the sustained economic growth which would promise real jobs and higher living standards for all. In fact nowhere has the liberal dream come to fruition. 

In the United States labour market flexibility, a euphemism for an extremely repressive benefit regime, has been one factor underlying a fall in unemployment, but at the cost of steadily falling wages and living standards for the majority of the population. In Western Europe there has been a growth of wages and living standards, but unemployment has shown no signs of turning down. In most of the rest of the world, apart from East Asia, liberalisation has been accompanied by both rising unemployment and falling living standards. 

The negative consequences of labour market liberalisation led in most countries to sufficient trade union and electoral reaction to induce governments to hold back, allowing the more radical liberalisers to argue that policies of labour market flexibility had not achieved the promised results because they had not been implemented sufficiently rigorously: trade unions retained certain powers and privileges, legislation restricted the employer’s right to hire and fire, governments imposed a range of costs on employers and continued to provide over-liberal benefit regimes. However hard the screw was tightened, for the radicals it was never tightened hard enough. The more extreme exponents of the neo-liberal panacea have been able to proclaim that shock therapy has not performed the miracle cure because it has not been implemented sufficiently rigorously, but in Russia the screw has been tightened so hard that it can be turned no more. Certainly social and political opposition to ultra-radicalism has modified the pace and character of reform sufficiently to prevent the complete implosion of the Russian economy which many of its critics feared would result from the full-blooded implementation of shock therapy, but nevertheless Russia shows what happens when the labour market becomes ‘perfectly’ flexible. � A quarter of the labour force changes jobs every year, unemployment is not an option, wages at the margin have fallen close to zero, with no sign of recovery anywhere in the economy after six years of continuous and continuing decline in output and investment. Russia has tested the flexible labour market hypothesis to destruction, at enormous cost in human suffering.

The Russian case strongly supports the alternative, and currently less fashionable, view that labour market rigidities are not, in general, a major barrier to structural adjustment. Labour is by no means as mobile as capital, but labour power is never a commodity like any other, it can never have the fluidity of money. Forcing down people’s wages and destroying people’s jobs does not transform labour power into a flexible resource, it merely demoralises people, deprives them of the resources to take control of their lives and even induces them to cling more tightly to their customary attachments. The result of wage flexibility and employment insecurity is not the creation of a flexible reserve of labour, but of a stagnant pool of the unemployable. There is, therefore, not a choice between the stick and the carrot in inducing labour mobility: those who move to better jobs are those who are drawn by the carrot of new opportunities and a better standard of living, not those who are deracinated and demoralised by low wages and the threat of unemployment. In the imbalance between the mobility and flexibility of capital and the immobility and inflexibility of labour power it is the former not the latter that is the problem. The successful examples of structural adjustment are, therefore, those which have managed to reconcile the two by inducing capital to create the new opportunities which have generated jobs, attracting new entrants to the labour market and drawing people out of other sectors of the economy.

The failure of one set of policies does not automatically define the set of policies which should take its place. Labour market regulation on its own will no more secure the long term stability of wages and employment than has labour market flexibility. But the disastrous consequences of liberalisation should at least dispel the taboo which has until recently prevented serious consideration of appropriate forms of labour market regulation. The liberal critique of protective regulation has some force: to some extent there has to be a trade-off between wages and employment. This is an unavoidable policy dilemma, not one which can be dissolved with the magic wand of flexibility, but it is one which is made immeasurably more acute by economic decline and which can be softened by economic recovery. The key is to develop a policy package which can reconcile stable levels of employment with stable levels of wages by facilitating, encouraging and promoting the redeployment not only of labour, but also of capital. Labour market policies have been constructed on the presumption that if the labour is there, appropriately trained and ready and willing to work, capital will be forthcoming to set the labour in motion. But if that investment is not forthcoming, the policies directed at securing a supply of appropriately trained labour are utterly pointless.� 

It is interesting in this context to observe the activity of the multinational corporations, presumably the world’s most sophisticated investors, in Russia. There is no sign that these corporations are moving into Russia in search of cheap and flexible labour. Apart from Macdonald’s, we do not know of a single green-field investment in Russia which has recruited its own labour force de novo. International real estate developers and construction companies rarely employ Russian labour, but bring in their entire labour force at huge expense, while other investors buy into existing state and former state enterprises, however much these might have been maligned by the liberal reformers, to take advantage not of the cheapness of deracinated labour but of the experience and skills of an established work collective.� This was the comparative advantage of Russia which underlay the hopes of perestroika and the promises of transition, and it is above all this that labour market flexibility is destroying.

�Appendix: Statistical data

Table 1: Total employment and labour turnover, Goskomstat aggregate figures

�Total Employment, 000s�Labour turnover, large and medium enterprises�All employees, % of average list number.���1990�1995�1995-1990�1992�1993�1994�1995��Economic Branch�000s�000s�000s�came �left �came �left �came�left�came�left��ALL ECONOMY�75324�67100�-8224�22.9�26.9�21.1�25.1�20.8�27.4�22.6�25.7��industry�22809�17200�-5609�22.2�28.0�20.1�28.8�18.2�32.0�21.1�28.4��   workers only*����23.7�30.9�23.9�33.6�21.3�36.1����agriculture�9728�10500�+534�10.7�12.8�11.3�14.5�12.4�19.6�12.7�18.5��timber�238���28.8�27.9�28.1�25.5�31.9�30.0�31.5�32.8��construction�9020�6500�-4800�38.5�46.0�38.7�44.1�34.9�45.9�39.4�45.1��transport�5818�5300�-518�24.6�28.3�26.5�29.6�23.0�29.6�24.7�25.9��communications����28.9�32.9�32.1�33.2�27.5�28.6�29.0�28.9��trade and catering�5869�6500��25.8�39.2�22.4�27.1�25.5�33.7�28.2�33.4��material-technical supply��������21.5�31.0�23.0�27.5��IT services�183���21.8�47.3�13.4�31.1�14.9�32.4�16.6�27.1��unproductive services�3217�3300�+631�38.6�38.4�36.2�30.5�39.4�30.8�39.7�30.2��health, physical culture �4238�4500�+262�21.9�18.5�18.0�17.2�20.9�18.8�22.1�20.4��education�10361�7600�-1061�21.7�16.3�15.2�12.5�16.6�13.8�17.1�15.3��culture and art����21.2�20.6�15.7�13.9�16.4�16.0�19.7�17.9��science��1700��16.4�33.1�12.1�25.1�11.4�23.1�12.8�22.4��credit, finance, insurance�402�900�+498�24.9�15.5�22.3�15.2�30.5�17.0�25.2�19.8��administrative organs�1806�1700�-106�26.4�17.0�18.3�11.1�22.3�13.8�17.1�12.5��other�1636�1400�-236����������

Source: 	Goskomstat: Osnovye pokazateli po statistike truda, Moscow, 1995 (1992-3)

		Goskomstat: Rossiya v Tsifrakh 1996 (1994-5)

*Goskomstat: Trud i Zanyatost, Moscow, 1995. This figure is surprisingly (even suspiciously) close to the figure for all employees since workers, who make up about 60% of the industrial labour force, normally have a turnover rate several times that of white-collar workers.

		�Table 2: Russia: Selected indicators, 1985 to 1996, first quarter 

												

�1985�1986�1987�1988�1989�1990�1991�1992�1993�1994�1995�1996.1��Real average wage index �100�101�104�113�121�132�123�73�83�76�55�58��minimum pension/average wage�0.25�����0.23�0.29�0.20�0.19�0.19�0.19�0.19��average pension/average wage�0.37�0.37�0.37�0.36�0.33�0.33�0.49�0.28�0.34�0.34�0.38�0.37��% of population below poverty line��������33.3�28.5�25.5�26.5�23.0��average wage R per month�201�206�214�233�263�303�548�6011�59285�217830�482217�694900��subsistence minimum R pm��������1900�20578�86564�264100�374708��minimum wage R pm�70�����70�130�714�5962�18050�42621�63250��sectoral wage dispersion�������0.75�0.99�1.20�1.35�1,44���sector wages as % of average:��������������industry�������1.11�1.20�1.11�1.06�1.16���agriculture�������0.89�0.64�0.57�0.48�0.45���transport�������1.24�1.42�1.46�1.57�1.56���construction�������1.32�1.34�1.33�1.36�1.33���finance and insurance�������1.81�1.65�2.20�2.15�1.56���education�������0.77�0.64�0.74�0.73�0.62���health�������0.81�0.65�0.76�0.79�0.68���GDP (revised basis)������100�95�81�74�65�62�60��Personal consumption�������100�61�66�71�67�64��Retail sales�������100�93�97�99�92�86��Consumer goods production�������100�83�74�55�48���End year real industrial production�������100�77�63�57�51�51��

Source: Russian Economic Trends, 5, 1, 1996, in some cases recalculated to an earlier base.





�Table 3: Age and sex distribution of employment and unemployment from population distribution and activity rates, 1992,1994



�1992�1994���Population Millions�Activity Rate %�Ec. Active Millions �Unemployed Millions �Employed

Millions�Population�Activity Rate %�Ec. Active �Unemployed�Employed��15-19 Men�5.3�32.7�1.7�0.3�1.5�5.5�24.6�1.4�0.3�1.1��15-19 Women�5.1�29.2�1.5�0.3�1.2�5.3�21.7�1.2�0.4�0.8��20-24 M�5.0�84.0�4.2�0.3�3.9�5.2�82.5�4.3�0.5�3.8��20-24 W�4.7�74.4�3.5�0.3�3.2�4.9�70.7�3.5�0.4�3.1��25-29 M�5.1�95.1�4.9�0.2�4.6�4.8�92.3�4.4�0.3�4.1��25-29 W�5.0�85.4�4.3�0.2�4.1�4.7�81.6�3.8�0.3�3.6��30-49 M�21.2�95.6�20.3�0.7�19.6�22.4�92.7�20.8�1.4�19.3��30-49 W�21.5�91.6�19.7�0.7�19.0�22.8�88.3�20.1�1.2�18.9��50-54 M�4.2�89.7�3.8�0.1�3.7�2.9�85.4�2.5�0.1�2.3��50-54 W�5.0�81.0�4.1�0.1�3.9�3.4�73.6�2.5�0.1�2.4��55-59 M�3.7�79.4�2.9�0.1�2.8�4.3�71.7�3.1�0.2�2.9��55-59 W�4.6�39.4�1.8�0.1�1.7�5.3�31.9�1.7�0.1�1.6��60-72 M�6.5�27.1�1.8�0.1�1.7�6.6�17.7�1.2�0.1�1.1��60-72 W�11.0�12.7�1.4�0.1�1.3�11.0�8.1�0.9�0.1�0.8��Sum of above�107.9��75.7�3.6�72.1�109.1��71.2�5.4�65.8��Total men�51.0�77.2�39.4�1.8�37.6�51.7�71.4�36.9�2.9�34.0��Total women�56.9�61.6�35.1�1.8�33.3�57.4�56.3�32.3�2.5�29.8��Total�107.9�68.7�74.1�3.6�70.5�109.1�63.1�68.8�5.5�63.4���1�2�3�4�5�1�2�3�4�5��

Sources by column:

1, 2 Trud i Zanyatost, 1995

3 is the product of 1 and 2

4 is calculated from the age and sex distribution of unemployment published in Trud i Zanyatost, 1995

5 is the difference between 3 and 4



Note that the sum of the column of economically active population does not correspond to the figure derived from the overall activity rates. The latter appears to be the correct total figure.

�



Table 4: Changes in employment and unemployment by age and sex, 1992-4. 



�Population increase

million�Ec. Active population

million�Employment million�Unemployment

million�Ac. rates % decline���������15-19 Men�0.20�-0.38�-0.39�0.01�25��15-19 Women�0.20�-0.34�-0.41�0.07�26��20-24 M�0.20�0.09�-0.10�0.19�2��20-24 W�0.20�-0.03�-0.16�0.13�5��25-29 M�-0.30�-0.42�-0.54�0.12�3��25-29 W�-0.30�-0.43�-0.51�0.08�4��30-49 M�1.20�0.50�-0.22�0.71�3��30-49 W�1.30�0.44�-0.07�0.51�4��50-54 M�-1.30�-1.29�-1.33�0.04�5��50-54 W�-1.60�-1.55�-1.55�0.01�9��55-59 M�0.60�0.15�0.08�0.07�10��55-59 W�0.70�-0.12�-0.13�0.01�19��60-72 M�0.10�-0.59�-0.55�-0.04�35��60-72 W�0.00�-0.51�-0.46�-0.05�36��sum�1.2�-4.49�-6.30�1.85���Total men�.7�-2.5�-3.6�1.1�8��Total women�.5�-2.8�-3.5�.7�9��Total�1.2�-5.3�-7.1�1.9�8���3. The collection and reporting of employment statistics in enterprises

Irina Kozina

This chapter is concerned with the collection and reporting of employment statistics in old and new enterprises. Our primary concern was to evaluate the data which was produced at shop and enterprise level, a small part of which is reported to the state statistical agency as the basis for its aggregate employment statistics. This concern was initially motivated by the results of our earlier research, in which we found very considerable discrepancies between data from different sources and between the data and our own observations, leading us to doubt the veracity of all the data provided by enterprises. It was obviously important, therefore, to discover the reliability of different kinds of data and to try to reconcile the discrepancies, and this could only be achieved through a detailed study of the processes of data collection and reporting in different types of enterprise. It is the results of this study that are reported in this chapter.

The discussion should be prefaced with two general remarks: First, the state statistical bodies have introduced new forms for the reporting of the number and movement of workers at industrial enterprises, and the statistical publications summarising the data for regions and industrial branches indicate that these new forms have been used for the collection of data. However, during our case study research it became clear that all the researched enterprises continue to use the old forms of reporting. Therefore the analysis of the collection and reporting of statistics presented in this chapter is based on the real situation in the enterprises. Second, this chapter is concerned only with the collection and reporting of employment statistics at enterprise level. We have at this stage conducted no investigation of what happens to this data in the local, regional and federal statistical offices, at each of which levels there are further possibilities and motives for the manipulation or, to put it more neutrally, the re-working of the data and its cumulation with information from other sources.

“Old” enterprises

Within enterprises statistical data related to personnel is maintained independently by two different services, the personnel department and the economic-planning department. Both of these departments continue to collect statistics in the traditional way, although many of the statistics are now only for internal use or are simply not used at all. All figures pass through several levels: the shop (or other sub-division), factory management (planning department, personnel department), and at each of them a number of services is involved in the collection of data. At the level of the shop: the time-keeper, the bureau of labour and wages (BTiZ) and the planning-economic bureau (PEB). At the level of factory management: the department of labour and wages (OTiZ), the planning-economic department (PEO) and the personnel department (OK). At some enterprises there is another intermediate level – the factory or works (a structural unit combining several shops).

Personnel statistics

The personnel department maintains records relating to the structure and movement of personnel at the enterprise. The main source of data is the primary records connected with the recruitment, transfer and separation of personnel. Each change in the structure of personnel is recorded by the staff of the personnel department in several principal documents:

1.	The labour books of the workers.

2.	Personal cards for personnel records. On arrival for work personal cards are filled out on all workers. These cards contain all the basic data about the person: age, education and training, last place of work, marital status, number of children, home address. On this card are recorded the internal mobility of the worker – his or her professional progress, increases in qualifications, changes of work within the framework of the enterprise, and also rewards and punishments. The card file is kept in the personnel department in alphabetical order. Duplicates of the personal cards are also kept in the large sub-divisions of the enterprise (in shops).

3.	A folder of personnel orders of the enterprise. They concern the recruitment, separation, transfer and also rewards and punishment. The orders are filed in chronological order.

Apart from these, there are the documents which are used in the daily work of the personnel service. There can be various such documents at different enterprises: a journal of movements of personnel, which records the surname, name, patronymic of the worker, date of recruitment or separation, reason for separation; the disciplinary journal, which contains data on whom was punished, when and for what and which measure of punishment was applied in chronological order (by months); a journal or list of personnel by staff numbers and so on.

In most large enterprises the principal items of information are sent (or should be sent) to the computer centre of the enterprise to be entered into the personnel database, although the software and coding system does not usually allow for any serious analysis of the data. When a worker leaves, the file is cleaned, therefore it is obviously not possible to get information on the dynamics of mobility of personnel for any period from this source. The personnel department gets all data on the number of staff (needed, for example, to calculate the coefficient of labour turnover) from the planning department. The personnel department also gets some information from sub-divisions of the enterprise.

Although the personnel department maintains this mass of data, it does virtually nothing with it: it is no longer required to produce external reports and rarely conducts any analysis of its data. The exceptions are Metallurg and KEMZ, where annual reports on the structure and movement of staff are traditionally prepared and comparative analysis with previous years is carried out. Information required for external reporting (the registered number of employees, the number of workers recruited and leaving) are sent each month to the planning-economic department.

Economic statistics

The economists have a different set of information to the personnel department, based on the daily record-keeping of hours worked in all shops and departments, which are submitted monthly to the economic-planning department at enterprise level. This data, together with that provided by the personnel department, is the basis of statistical reporting to state agencies. Data related to time worked and the payment of wages is also prepared by the department of labour and wages.

While the data reported by the personnel department is based on the employment records maintained at enterprise level, the data used by the economic services is collected at shop level.

At shop level in large enterprises there will be a bureau of the department of labour and wages and a bureau of the planning-economic department, but the person actually responsible for maintaining all the records which are the basis of statistical reporting is normally the time-keeper, who fills in a daily sheet recording the actual hours worked by every individual, and a number of supplementary sheets, including records of absences. These primary records are the basis of regular, usually monthly, reports to the bureau of labour and wages and to the personnel department of the enterprise. The reports to the personnel department are then sent on to the planning-economic department, which is responsible for statistical reporting.

The time-keeper is normally responsible for filling in the following documents:

1.	A draft sheet accounting for working hours – this sheet is filled in daily in accordance with the actual presence of an individual at the workplace. It is the basis for drawing up monthly reports to the BTiZ of the shop and to the personnel department.

2.	A sheet recording basic working hours – this is filled in monthly on the basis of the draft sheet and is sent to the BTiZ of the shop and the OTiZ of the factory management.

3.	An additional sheet as a supplement to (1) (this records job changes, wage rates by worker) – this is filled in on the basis of the draft sheet and once a month is sent to the BTiZ of the shop and the OTiZ of the factory management.

4.	An additional sheet as a supplement to (2) (records replacement of ITR during periods of leave, illness or for other reasons) – this is filled in on the basis of the draft sheet, and is sent monthly to the BTiZ of the shop and the OTiZ of the factory management.

5.	A fortnightly report on the number working (contains the registered number, the number of staff on leave, the actual number, those diverted to work in other shops) – this list is sent to the personnel department twice a month and is used by the personnel department as the basic document for internal use.

6.	A report on the number working and the use of working hours in the shop – this is filled in on the basis of the draft sheet once a month. This document is sent to the basic record-keeping office in the personnel department, whence a consolidated report is sent to the enterprise planning department (the personnel department does not independently use these data), which is responsible for compiling reports to the state statistical bodies. This is the primary source of state statistical data, which has to be returned by all medium and large enterprises (in industry and construction this is all enterprises employing more than 200 people).

In Metallurg a report is also filled in providing information about ITR who are frequently absent through sickness. Such information has been sent to the personnel department at the end of the month (since March 1995) as an initiative of the executive director for personnel. The time-keeper assumes that this is working information which will be used when the time comes to reduce personnel.

Record-keeping of staff is also conducted in the BTiZ of each division. There a card file is kept which records all the basic data on each worker (surname, name, patronymic, year of birth, education and training, previous place of work, home address, marital status, number of children and the whole service record at the given enterprise). The shop BTiZ also keeps its own record-book of movements of personnel, in which recruitment and separation of the workers and an alphabetical list of the workers of the division is recorded. All these documents are for internal use. For the accounting documents the figures are sent to the time-keeper. 

The shop documentation is quite a reliable source of information as it is in immediate proximity to the workplace. However, all these documents are filled in manually and contain information of different degrees of completeness (for example, on the personal card the place of previous work is sometimes indicated and sometimes not, in the records of separations the reason for separation is not always indicated). Moreover, one can often only understand the primary shop documentation with the help of additional information. So, for example, in the ball shop of Shar in February 1995 a few dozen people were recorded as having been transferred into the shop, but actually what had happened was that jurisdiction over one of the related production units in a neighbouring shop had been transferred to the management of the ball shop, although in fact all the people continued to work in the same place.

The accuracy of this shop-level primary data depends primarily on the diligence and efficiency of the time-keeper, who is the sole person responsible for all this work and whose work, nowadays, is rarely subject to checking, only the items of information required for basic record-keeping leaving the shop. There is plenty of scope for random errors because the work is done manually, but in our experience the time-keepers tend to be diligent individuals of the old school who take pride in their work, even if it no longer serves any purpose. In some enterprises, such as KEMZ, in smaller shops the post of time-keeper has been combined with other posts such as economists or norm-setters, with a likely loss of accuracy since in these circumstances in practice accounting for time worked, presences and absences is conducted not personally by the time-keeper, but by the foremen, who at the end of a month give their report to the time-keeper.

The primary record-keeping data prepared by the timekeeper is sent first to the BTiZ of the shop. Here they are summarised in monthly and quarterly reports which are sent to the planning-economic department of the enterprise, where the information on all divisions is summarised and is used for the external reporting of the enterprise as a whole.

At small enterprises, such as Vakhrusheva mine, the intermediate (shop) level of generalisation of statistical data does not exist. A daily report is sent directly to the economic-planning department which prepares the external reporting.

Statistical reporting to state statistical agencies

The data required for external statistical reporting is collected by the planning-economic department of the factory administration and sent to the oblast statistical administration. Now, as in the past, large and medium enterprises (defined in industry and construction as those with more than 200 employees) report their personnel data to the statistical agencies by completing form 2-T, which is the basic source of state statistical data on employment.� This form reports the following data:

the registered (spisochnaya) number of staff, 

numbers of industrial-production personnel (PPP) and non-production personnel;

loss of working time for industrial-production personnel, with reasons;

the average registered (srednespisochnaya) number of staff;

number and expenditure on staff of non-industrial organisations;

data on the mobility of personnel (recruitment and separation of industrial-production personnel; formal reasons for separation)

wage and salary payments from the wages fund and the unified material incentive fund to industrial-production personnel and non-production personnel.

The average registered number of staff is an accounting category which is calculated on the basis of the daily record of hours worked in the various divisions of the enterprise as the number of full-time-equivalent personnel employed each month. The average registered number is an indicator which shows how many full working days were worked in the accounting period and so is related more to the use of working time than to the number of workers. In conditions in which there is rather a large turn-over of personnel and only partial employment (which is characteristic of our enterprises) the registered number and average registered number can differ very substantially.

The registered number of staff represents the complete list of staff and is based on returns from the personnel department prepared at the level of the enterprise. It differs from the average registered number for three main reasons: first, it is not a calculated figure but an absolute magnitude, which includes people who are accounted for by the factory but have been absent for a long period. Second, the average registered number shows the real presence of a person at the enterprise, but only “in broad strokes” (for example, if he or she works half-time this is considered as half a unit in the average registered count, but a whole unit on the registered count). Thus the registered number is usually larger than the average registered number because the staff list includes more people than actually work in the enterprise. In conditions in which the enterprises work at partial capacity and the less successful enterprises actually stand idle, the difference between registered and average registered numbers is a primary indicator of the extent of partial employment.� Third, the average registered number is based on primary record-keeping in the sub-divisions, while the registered number belongs to the category of statistics kept by the personnel department, as are the number taken on and leaving. Personnel statistics of this sort, as a rule, are much less accurate than those based on accounts at the workplace, as already indicated above. 

The number taken on and leaving is an absolute indicator, describing the movement of personnel during the accounting period. It derives from the statistics of the personnel department. The accounting forms report the turnover of only one category of employee, the production-industrial workers (PPP). In the internal accounts of the personnel department, as a rule, the mobility of all the staff and a breakdown into different categories is shown. Two indicators are usually used to characterise labour mobility, based on the number taken on and leaving: the rate of turnover (oborot) and the rate of fluctuation (tekuchest’) of personnel. The forms also report the reasons for separation of those production personnel who have left during the period, the figures being broken down into the categories of voluntary separation (‘at the employee’s own will’), redundancy (separation in connection with a reduction of numbers), dismissal for disciplinary violations, and other reasons (maternity leave, military service, imprisonment and so on). 

There is no external reporting of transfers within the enterprise, but all movements of the workers are recorded in the journal of transfers, where the number of the factory order is recorded, on the basis of which the transfer is carried out, and in some enterprises summary statistics are produced.

Apart from form 2-T and reports from the employment service, all other personnel data collected by the state statistical agency is gathered on the basis of questionnaire surveys, and similar surveys have been conducted by various Ministries and departments and by Russian and foreign researchers. Enterprises have no particular reason to distort their replies to such questionnaires, but those responsible will normally complete the questionnaires on the basis of the information available to them and, where that information is not available, will offer estimates or old data. This is particularly significant when questionnaires are normally completed by the central administration while, as we have seen, most of the primary data is to be found in the shops or, where it is sent to central departments, exists only in an unanalysed form.

Sources of distortion of the data

In our work we have quite often encountered discrepancies in the figures on employment taken from different sources. This is partly connected with the fact that casual errors inevitably get into the data collected at various levels and as it is transferred from one official to another.

The first distortions occur at the stage of primary record-keeping in the shops. The shop at the traditional enterprise represents a rather closed unit, tightly held together by a system of informal relations. This is characteristic of primary collectives (sections, brigades) to an even greater degree. Everyone knows one another, the ‘collective guarantee’ works without difficulties. The foremen cover absenteeism, norm-setters overestimate volumes of work and, when the salary is low, this is perceived as normal. At the level of the chiefs of subdivisions it is considered quite natural not to make out documents for temporary transfers within and between shops and to support ‘snowdrops’, that is, people who are recorded as being in one post and actually work at another. Besides, if any factory services request data which are not part of the regular reporting, as a rule arbitrary figures are sent back, as the executors themselves say “semi-random”. On the scale of the shop all these distortions are insignificant, but on the scale of the enterprise such errors can accumulate.

One more reason for distortion of the data is that record-keeping is not up-to-date. This is usually a matter of the chiefs of divisions being late in reporting the information. Usually they are two or three days late, but in some cases it can be a week and more. The reasons for long delays are usually connected with a difficult situation in a section, when the section management simply has no time for the personnel documentation. In this case the appropriate services simply rewrite the data for the previous period. The result of such a practice is the emergence of divergences between the data of the various forms of record-keeping. For example, the number of personal cards, showing how many people work in the given section, almost always differs from the data of the daily record-keeping of numbers in the given division. 

In the analysis of changes of personnel structure, discrepancies in the data are related first of all to numerous structural reorganisations which have become especially characteristic in recent years. This always has to be borne in mind when considering changes in the distribution of workers between sub-divisions. Besides, divergences are likely as the different services arbitrarily define the categories of industrial and non-industrial personnel. According to the chief economist of Metallurg (she has been responsible for the preparation of the report form 2-T for about twenty years), the staff establishment of the social and welfare apparatus, construction shops, subsidiary agriculture, housing, the publication of the newspaper – in total 18 various divisions, is included in the non-industrial category. This, however, does not mean that other factory services act in the same way. All these various divisions, in different years, have been assigned by different services to the industrial or the non-industrial category, thereby causing discrepancies in the data on the number of production-industrial and non-production-industrial staff. Therefore the data on number of workers which distinguish industrial and non-industrial groups recorded by different factory services display significant divergences.

One of the most fundamental reasons for possible distortions are differences in the methods of counting the numbers: in Metallurg, for example, different divisions use three different formulae to calculate the average registered number.

Another factor which disrupts the movement of statistics at practically all enterprises is the computer centre, where all personal cards of those recruited for work, general items of information on recruitment and separation and so on are sent. There are several reasons for this. First, the items of information are entered into the database and updated only with considerable delays. Second, the database software, as a rule, is not adapted to dealing with the problems of personnel management. As a result it is not possible to use the aggregate data which can be provided by a database for the high-grade analysis of the personnel situation. The potential of the personnel database is therefore exploited to a very limited extent, mainly only for publishing various sorts of information (about the average length of service and so on). Nevertheless, it is from the computer centre that so-called “listings” – summary lists of movements of personnel etc. – come. Thus the data on dismissals received from the database, for example, bear very little relation to the results of a count of those dismissed for the same period of time under personnel orders.

It is true that manual methods of data collection also suffer from discrepancies as a result of carelessness, forgetfulness and other defects of the executors. There are also defects in the keeping of individual records and in the registration of personnel, that is the personal cards of the workers. Some data, for example about education and training or marital status, are entered on the card at the moment the person is recruited for work and thereafter changes of these characteristics are made only if the worker brings the appropriate confirmatory documents to the personnel department. ITR usually do this if they are being promoted to a higher post and women when they want to register for child allowances. The most recent (during the previous six months) change of grade and post is not always reflected in the card. Moreover, if a person leaves the enterprise, the data from his or her personal card is put in the archive and if he or she returns (it is unimportant how short the space of time) a new card is started just as for a new employee Thus, it is practically impossible to take into account the full work history of the worker at the given enterprise on the basis of the personal card. This can only be done from the individual worker’s labour book.

Distortion of the statistical data also occurs, at times, through the fault of the chiefs. For example, before a reporting and election conference of the labour collective, management lets it be known that it would like to see a higher figure for the average salary. Or, in the report on the work of the personnel service its chief arbitrarily corrects figures: to reduce the turnover, to increase the number of young people recruited, and so on.

All these distortions of statistical data lead to inaccuracies, particularly in the internal data on the structure of the labour force, on absenteeism and internal transfers. However, there are also some sources of distortion of the externally reported data, which need to be considered separately.

Data on absolute numbers

As we have seen, two factory services collect personnel statistics in parallel using data from different sources. It is difficult to say which information is better – that which the personnel department can calculate on the basis of the registered documents or that which is collected in the sub-divisions. On the one hand, the most reliable information should be in the personnel department. The recruitment of the worker, his or her movement (between divisions, qualifications etc.) should without fail be reflected in the appropriate documents. Documents should be made out even for illness and short-term leave of the worker. In practice, however, very many questions are deliberately or unintentionally concealed from the personnel department. For example, absenteeism can be registered as a two-day leave, a transfer to another section can often not be reflected in any documentation. Moreover this information can be late, and this can be quite significant. For example, the worker does not appear for three or four days, but nobody knows why. He or she may be drinking or shirking, or may be ill and will bring a medical note, or may have decided to leave the job completely. But at that moment the fact of absence either is not recorded at all or, if it cannot be hidden, the formal reason will be invented and may be changed later.

The staff of the economic services do not have much confidence in the data received from the personnel service. “I do not know the precise data on recruitment, here we use the average registered number” (Engineer, planning-economic department, ZiM). “Well, I do not know what they give as the average registered number. Here we have the data on numbers for each month” (Engineer, personnel department, ZiM). The direct executors possess the most reliable and extensive information. Some of the staff collect their own, more detailed, records (using the old forms, as was required in the past) on recruitment, on separations, on transfers, on the number of this or that category etc. The fact is that now the majority of this data is not required, the items of information collected disappear somewhere in the management offices, but in case a manager needs a particular figure, so as not to have to recalculate it next time, the staff may keep their own notebooks. Or another case: the form of the reporting has changed, there are new indicators, which require a reconsideration of the basic documents. In some cases the prepared data are corrected by management for some other purpose. (At ZiM we saw the data on recruitment to the factory being recalculated three times in one quarter). Therefore some staff in the departments keep the fullest and most complete data of their own. For example, in the archive of the planning-economic department of ZiM they could not find the 2-T report form for 1989; but an employee of the department eventually took out her notebook: “Here is where I calculated the average registered number. And these are the figures which went into the report”. The data in the notebook also contained an account of the categories of employees in the non-productive sphere (which is not required for form 2-T).

During our research discrepancies in the data were observed constantly. However, the difference in absolute numbers between data from different sources is not large. At the level of the subdivision it may be only two or three persons, or less often up to five. At the level of the enterprise these distortions can accumulate, or they may cancel one another out, but we did not find any source of systematic distortion of the absolute numbers, so that we are able to conclude that the figures reported as average registered number and registered number to the state statistical service are reasonably accurate and reliable.

In particular, we have found no evidence in any of our enterprises that the registered number or average registered number has been deliberately inflated in order to avoid the tax on excess wages. First, such a deliberate distortion could easily be uncovered by the tax inspectorate, with serious consequences for those involved. Second, the one ‘old’ enterprise which admitted to having considered this possibility had calculated that it would bring no net advantage because what was saved on excess wage tax would be lost on higher payments of local taxation, which are based on the number employed. Third, the less prosperous enterprises were paying such low wages that they claimed that this tax liability was not a problem. Fourth, new enterprises in particular reported that it was much easier to avoid the tax by distorting reported wage payments, including making payments in kind and through insurance-based channels, so that they had no need to distort the employment figures, which are much easier to check.

Data on turnover

Relatively small discrepancies in absolute numbers (by two or three percent) may be insignificant in themselves, but they can have a more serious effect when it comes to the calculation of derivative indicators, such as labour turnover.

The divergences between the internal personnel and external economic reporting are quite significant. A small example. In KEMZ the greatest divergences in the statistical data are found between the annual data of the internal record-keeping (which is conducted by the personnel department) and the annual data on form 2-T (which in this case is filled in by the department of labour). We have traced only one indicator – recruitment and separation of workers. Similar differences are probably to be found in other indicators, but the department of labour does not keep such records.

The reasons for these substantial discrepancies are not entirely clear, although it may be that until 1987 the personnel department was attempting to minimise labour turnover in order to present the enterprise in the best light, while the figures reported to the state agency are probably the more accurate ones. Since then, although the discrepancies are still very large, they do not appear to have a systematic character.

Figures for turnover prepared by the personnel department, which are then reported to the state statistical agency through the economic department, tend to be exaggerated because it is not uncommon for new employees, having arrived at the personnel department, completed the documents for recruitment for work and been recorded in the personnel statistics, then to leave without even working for a month, or sometimes do not even start work, leaving at once (at this stage this is also registered). Similarly, the practice is quite widespread in which a worker who retires on pension immediately comes back to work (usually temporarily) in the same post, but is recorded in the appropriate statistics as two different people. In recent years, when labour mobility has become especially chaotic, these phenomena in enterprises have become pretty frequent, the practice of taking people on temporary work for a few months has become widespread, as has the attempt to use the labour of students on practical placement from PTU, technical school and institute. These phenomena taken as a whole create a somewhat exaggerated impression of the turn-over of personnel.

Recruitment of industrial-production personnel (according to data from form 2-T and from internal personnel department records:
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Data on reasons for separation

The largest and most systematic distortion is in the figures reporting the reasons for separation of those employees who leave the enterprise. In the journal of movements of personnel it is customary to make a note on each record of separation indicating its reasons. The statistics giving reasons for separations are systematically distorted on the side of increasing the number of those recorded as leaving voluntarily, “at their own will”. This is typical of all enterprises. The number of those recorded as leaving voluntarily actually includes many or all of those who have been made redundant: since 1991 form 2-T has not included provision for reporting separations as a result of reduction of numbers. The total number compulsorily laid off can be determined only from the personnel reports on the fulfilment of orders to reduce personnel. 

We can give a typical example. At the chocolate factory in 1994 management was compelled for the first time to resort to compulsory redundancies as a result of a fall in demand for the product, and 120 people were dismissed. These workers were marked as having been reduced in the internal record-keeping of the personnel department, but this was not reflected in the official report on form 2-T, where the category “reduction” is not included, all those dismissed were formally recorded as having left voluntarily. In fact in this case demand recovered and within a few months the majority of them had returned to the enterprise. These actions of the administration were reflected in the statistics recorded in form 2-T as a double increase in the number taken on and leaving in 1994. 

Most of those dismissed for disciplinary reasons are also recorded as leaving voluntarily. In the chocolate factory, for example, according to the staff of the personnel service and chiefs of divisions themselves, from one third to half those who are registered as leaving “at their own will” had infringements of labour discipline, or had been caught stealing and were actually dismissed on the initiative of the administration. The personnel department frequently registers people’s separation as voluntary, not wishing to complicate the person’s subsequent attempt to get a job. And only in cases of malevolent infringements are separations registered as dismissal “under article”.

“New” enterprises

Keeping records of the structure and movement of staff is obviously not at the centre of attention of the administration of “new” firms. Management sees it, above all, as a burdensome responsibility which they will neglect as far as it is possible to do so. They began to work in conditions in which the forms of state statistical reporting for enterprises had already been considerably simplified and, as enterprises with few registered employees (even if they employ a large number of casual and contract employees), they are not required to complete form 2-T. There are no special normative documents regulating the production of personnel documentation in the new enterprises investigated by us, although all enterprises, independent of form or size, have to ensure that their documentation conforms to the requirements of the Labour Code (with regard, for example, to hiring and firing and disciplinary measures). As a rule, analysis of the structure and mobility of personnel is not carried out, and the inevitable organisation of procedures for the recruitment and separation of employees is reduced to a minimum. A conversation with one of the senior managers of the firm Intensivnyi korm, on whom access to statistics depended, is significant in this sense: “Yes, again there is lots of this for you. These figures on the sheet are complete rubbish. If they are so important to you, replace them with whatever you think you need”. There was no slyness or desire to hide the data in this retort. This question really is irrelevant for management and is something beyond the limits of their attention. 

Although these enterprises do not have to report personnel information to external statistical agencies, the available statistics on personnel are accessible for analysis, though not in full. These statistics are reflected in two categories of documentation:

1.	The only statistics on number and structure of staff which have to be reported are those demanded by the tax inspectorate (social insurance tax, form 4FSS RF). This form includes a small number of indicators:

Average registered number of staff, including women;

Number recruited and left (this column existed only up to 1993).

2.	Internal personnel documentation. This includes:

a)	Lists of employees,

b)	Standard personal cards – personal sheets with personnel record (though not always),

c)	Files of documents – orders, some of which are about recruitment and separation,

d)	Individual and collective agreements and contracts.

All the internal personnel documentation in new enterprises is usually handled by one person who, as a rule, combines these functions with other work. In the firm Intensivnyi korm a separate post was created for an engineer of the personnel department. The personnel department is responsible for all the clerical work connected with the registration of personnel documentation and organisation of competitive selection and the search for specialists for vacant jobs, as well as being the primary contact for all job applicants. In MZhK the personnel documentation is handled by a secretary who also acts as the firm’s lawyer. In Komestra the director’s personal assistant executes the personnel function. 

As there are no traditions of detailed record-keeping of the structure and movement of personnel at these enterprises and since, as small enterprises, they deal with simplified forms of state statistical reporting, the degree of carefulness of registration and the orderliness of the documentation depends completely on the conscientiousness of the person responsible for it. Personnel matters are not actually checked by anybody and are not supervised. The present personnel officer of Intensivnyi korm, Galina, took on the job in the spring of 1995, having had experience of similar work (for the previous three years she had managed the personnel department of a large state farm). She immediately discovered that the personnel documentation had been sorely neglected. Therefore Galina was unable to comment on the former work of the personnel department or to give data about the number of staff and its changes before she had come to work there. In MZhK there were no accounting documents so they prepared the information for us, using old reports of the accounts department and the archive of orders concerning recruitment and separations. It should be noted that the personnel officers only carry out the technical work, all questions concerning staff are decided personally either by the director, or by the deputy director.

The analysis of statistical data on staff of new enterprises is complicated for several other reasons. The main difficulty is that the firms have changed their legal form and structure several times in the course of the last few years. The Komestra system of insurance companies does not yield to the keeping of statistical records, as all branches and departments have been granted legal independence. The firm MZhK had separated from another organisation to become an independent enterprise and for several years included other units which were allocated to separate enterprises depending on the character of their work. The firm Intensivnyi korm, having expanded to employ 500 people, was broken up into independent firms with a common owner. The part of the enterprise considered by us in turn also changed its status, with all its personnel being divided between two enterprises. All this was undertaken with the purposes of legal manoeuvring connected with the system of tax payment. It is difficult to go more deeply into this question as the administration does not much like to discuss this theme.

The second reason is the scarcity of the data required by state bodies in the form of statistical reports. As already noted, there are no data on the social and vocational structure of staff or on the movement of personnel.

The third reason is the impossibility of discovering any discrepancies in the statistics when they are all prepared by one person so that it is impossible to check it against data from other sources.

Conclusions

1.	The older and more traditional the enterprise, the more statistics are collected on the structure and movement of staff, and the volume of internal statistics significantly exceeds the volume of data submitted “above”. At the “old” enterprises, partly through inertia, primary record-keeping, as a rule, is conducted in detail and under the old forms. In case of need, on the basis of such documentation it is possible quite quickly to calculate various parameters. But it is done extremely seldom, only in the event that the management of the enterprise has any special request. Therefore, on the one hand, the basic documents contain quite reliable information, but in such an isolated form that it is practically inaccessible to checking and analysis. On the other hand, the preservation of the unwieldy system of primary record-keeping has meant that the data has come to be used as the accounting base for various external needs, connected with the necessity of showing the enterprise in this or that light. And, as a result, each enterprise works with the information in the way which is most convenient and calculates the data that is most favourable to it.

2.	Until the collapse of the centralised system, the enterprise management regularly sent to higher organisations detailed reports on the structure and movement of personnel with a breakdown by categories (sex, age, qualification etc.). This was done separately for workers and for ITR. Moreover, the personnel departments prepared regular information on the conditions of labour discipline, injuries and so on. The users of this information were first of all the departments, which summarised them and sent them further. The information base was detailed and constantly updated. Social passports were prepared and comparative reports on the social development of the enterprise were made. Now that there is no longer any need to send personnel reports upwards, the traditions of generalisation and analysis of personnel information have disappeared. The unique obligatory form of state accounting is the form on labour, 2-T (or 1-T), where, as has already been said, information on staff has been reduced to a minimum.

3.	At the large traditional enterprises, irrespective of whether they are successful or lagging behind, statistical errors have more of a random than a systematic character. This is connected with the fact that the unwieldy inconsistent system of record-keeping (but not reporting) has been preserved. Record-keeping of personnel is conducted in parallel by two services, using different sources of information and different accounting methods. The services do not trust one another, the data are not checked and are not supervised. The absence of any precise methodology of work with personnel information (definition of the list of primary and calculated parameters, techniques of their collection and determination) and of means and methods of control over the observation of procedures for their collection and reporting results in numerous discrepancies and distortions. The systematic over-estimation of the average registered number, which may have occurred with the purpose of reducing liability to the excess wage tax in major concerns, never had much sense in unsuccessful ones, since they had enough workers with very low salaries. The smaller the enterprise and the higher the salary of the employees, the more likely was the manipulation of the average registered number in the direction of its over-estimation, but we have no evidence that any of our enterprises engaged in the practice. This distortion only applies up to the end of 1995 since the excess wage tax was abolished from the beginning of 1996.

4.	One more feature of the management of personnel documentation in the epoch of reforms has become the “clipping” of old data. The transformation of the enterprises from state to joint-stock companies, the division of new enterprises, changes in the forms of reporting and changes in the views of chiefs on problems of record-keeping and reporting, have resulted in significant changes in personnel documentation. Because of structural reorganisations it is not possible accurately to compare statistical data relating to different years. Such reorganisations are reflected not only in state reporting but also in primary record-keeping. For example, after the privatisation of the Vakhrusheva mine in 1993 the majority of personal cards of the workers were renewed. For the majority of the workers it did not mean anything. But with the renewal of the cards a lot of information about the labour biography of the remaining workers was lost. In creating a new enterprise, making out new registration documents, personnel record-keeping begins anew, from zero. On the one hand, this facilitates the work of the personnel department, on the other, the opportunity to trace changes disappears. The practical aspect of such an aspiration to begin everything from zero consists in the loss of the documents and information about the work service of the workers and about their qualifications. Problems arise when a worker needs to confirm some piece of information to receive privileges, when vacancies are to be filled and so on. One more reason hindering the analysis of changes in the vocational structure of the enterprise is changes in the state specification of trades and posts: the uniform tariff directory.

5.	As to new firms, there is almost no work on the analysis of the structure and movement of personnel. The chiefs do not see any need for this, first of all because they live for today and consider that it is impossible to make any kind of strategic development plans. The figures they send to the state bodies are almost arbitrary. In new firms, as a rule, various forms of employment and payment that emphasise the temporary character of employment are used, including the contract system and work on labour agreements which are widespread. In MZhK, for example, only three people work on a permanent basis: the director, deputy director and chief accountant. The legal registration of payment for work carried out depends on external economic conditions, first of all, on changes in the tax system. Therefore the official data on numbers absolutely does not correspond to the real numbers employed at these enterprises.

6.	However, the main and most significant divergence between the statistical and real situations consists not in any of these considerations but in the fact that in conditions under which wages may be delayed for 3-4 months, the difference between working and being unemployed becomes ephemeral. Both those working and those unemployed are compelled to search for sources of earnings for themselves (and the unemployed are in a more favourable situation, since unemployment benefit is paid more regularly than salaries). Both search for work – both additional earnings and permanent work with stable earnings – whatever is to be found. So in reality both are to be found in the labour market. Administrative leave is a genuine indicator of latent unemployment, but only creates more favourable conditions for additional earnings – in other respects those in work are in the same position as the unemployed. And for this reason the statistics on employment do not reflect the real situation.

�4. Employment policy at enterprises of different types

Veronika Kabalina

Employment strategies in the crisis of transition

In this chapter we will consider differences in employment policy in enterprises of the three types which we have defined: successful, unsuccessful and new, focusing attention on the different forms and methods of adaptation of the employment strategy of these enterprises to external economic shocks in the years of reform. 

The main model of behaviour of large and medium state enterprises in conditions of transition crisis, as many researchers recognise, has been that of a ‘survival strategy’.� One of the main elements of this strategy has been the attempt of management to ‘preserve the labour collective’. However, this same phrase is used by managers in two very different senses. The first sense, which appeals to the traditional paternalism of the Soviet system, is that of preserving job guarantees and maintaining the number of employees. The second sense, which corresponds much more to the requirements of the period of adaptation to external shocks and market opportunities, is that of holding on to the key personnel who constitute the ‘skeleton’ or the ‘technological and social nucleus’ of the labour collective of the enterprise. 

This concept of the ‘skeleton’ of the labour collective is frequently heard in discussion with managers, particularly at the level of the shop, and it requires some explanation. It refers specifically to those loyal, long-serving, flexible and committed employees who formed the core of the labour collective, the so-called kadrovyi workers, in the Soviet period. Although political commitment and reliability was a mark of the traditional kadrovye worker, the decisive manifestation of this commitment and reliability was not so much participation in Soviet rituals as the contribution of the employee to the struggle to achieve the plan, despite all the barriers that confronted him (and sometimes her). Despite the rigidly formalised division of labour and definition of jobs within the Soviet enterprise, the plan could only be achieved by reliance on informal social connections and by the commitment, initiative and flexibility of key employees, and particularly of the core production workers and line managers.� These were the employees who performed the technologically decisive functions within the production process. Their importance to production was recognised by their being accorded a high degree of responsibility for ensuring that production plans were achieved, and their loyalty and commitment was rewarded by high status and by small but symbolically important advantages in pay and in the allocation of social and welfare benefits. This stratum correspondingly constituted not only the technological, but also the social nucleus of the enterprise, a privileged stratum which enjoyed authority over others and set an example to which others might aspire. This stratum was decisive not only in its technical contribution to production, but equally in its social function within the informal structure of production management. This is why Russian managers today still associate the preservation of the skeleton of the labour collective with what they refer to as the ‘manageability’ of production: even if the technical skills of these employees have become redundant, their social characteristics of loyalty and commitment remain decisive in maintaining the morale of the labour force as a whole, which is the key to preserving discipline, and in securing the manageability of the enterprise as a productive social organism.� 

During the five years of radical reform (1992–1996) the relationship between these two senses of the strategy of the ‘preservation of the labour collective’ has changed. Within the Soviet system the number of people employed by an enterprise was the main factor that determined the political weight of the enterprise and the status and salary of senior management. Maximising the number employed was not only a matter of bargaining with the planning authorities over the allocation of productive resources, but also of filling all the authorised posts, since the enterprise forfeited part of the wage fund corresponding to unfilled vacancies, and, even worse, ran the serious risk of a cut in the authorised staff list in one of the regular labour-saving campaigns. In conditions of labour shortage this meant that management would always hire up to the limits of the authorised complement. Even if people were not immediately needed to perform production tasks, they could always be assigned other duties in case an appropriate post fell vacant. Enterprises in the most privileged sectors of military and heavy industry could pursue a reasonably selective employment policy, but enterprises in the less favoured light industry, construction and services had to take on all-comers in the attempt to fill all their authorised posts. The employment guarantee of the Soviet period was a socially useful by-product of this feature of the Soviet planning system. When there were more jobs than people the right to work cost the regime nothing, while the corresponding duty to work enabled it to squeeze the maximum labour resources from the able-bodied population. In conditions of labour scarcity and steady economic growth, security of employment and the provision of housing and social and welfare benefits through the enterprise were means by which the enterprise could attract and hold scarce employees. 

During the first two years of reform (1992–3) most enterprises continued their traditional strategy of maintaining the number of employees. It is important to stress that in conditions of high labour turnover this implied much more than continuing the guarantee of job security for those already employed, but also included hiring to replace those who left. To some extent this hiring was dictated by production necessity, since those who chose to leave were predominantly those more energetic and enterprising younger workers who were not usually part of the core of the labour collective, but who played an important role in production and who were most competitive on the labour market. However, many enterprises were already employing more people than they needed, following the fall in production since the late 1980s, and as production fell further the continued commitment to preserving numbers was dictated more by the increasingly forlorn hope of a recovery in production than current production needs.

Financial constraints grew steadily tighter over 1992-3, many enterprises falling into debt and borrowing when they could, usually at negative real interest rates. Those enterprises which were unable to raise wages to compensate for inflation found themselves losing growing numbers of employees and unable to attract replacements so that, however committed they might have been subjectively to preserving numbers, they found the labour force in decline. Moreover, those who were leaving tended to be those who were most competitive in the labour market, who were those they could least afford to lose, while they were only able to recruit those who could not find work elsewhere. Faced with such a ‘degradation’ of the labour collective management had no choice but to move towards the second strategy, of maintaining wages and increasing differentials in the attempt to retain the skeleton of the labour collective which, with a continued deterioration in economic and financial circumstances, could only be achieved by deliberate attempts to force out the less desirable employees: the old, the unskilled, violators of discipline and, other things being equal, women. The more prosperous enterprises were not immune from such labour market pressures, for their prosperity was only relative: there were very few industrial enterprises which had the resources to preserve both incomes and employment, and fewer still who could compete with the wages offered to skilled employees by the new private sector or even with the earnings which the enterprising could make in the informal economy. Although they were less constrained than their less successful competitors, they still had to take steps to hold onto their key employees, while the more dynamic took advantage of their relatively favourable situation in seeking to upgrade their labour force. The decisive turning point came with the result of the duma election and referendum on the new constitution in December 1993, when it became clear that there would not be a fundamental change in the composition or strategy of the government, and so no economic recovery could be expected in the foreseeable future. This led to a sharp reduction in hiring in the first half of 1994, marking the change in the balance of priorities in the direction of the preservation and strengthening of the nucleus of the enterprise. 

In new enterprises a change of priorities in employment policy can also be observed. During the creation of a new enterprise its main purpose is to exploit market opportunities to make high profits and large private incomes. In their employment policy the main efforts of the founders of new enterprises are directed at the recruitment of the key administrative and commercial staff who form the original nucleus of the enterprise. But, as soon as the staff has been formed, the new enterprise, just like already existing enterprises, has to adapt to varying market conditions and develop an employment policy which is focused on the preservation and strengthening of the nucleus of the labour collective. Thus, there is some convergence in the employment strategy of management in all types of enterprise.

Within the framework of this general tendency we can find various combinations of the two differentiated employment strategies at different enterprises, which is determined by both subjective and objective factors. For example, a conservative director may do everything in his power to avoid redundancies in order to preserve the existing social relations within the enterprise intact, while a more radical director may try rapidly to reduce the labour force to the minimum required to meet the demands of the market economy. However, the conservative direct is compelled to adapt to the market environment, while the new manager has to take into account the social relations existing within the enterprise. 

In both cases, irrespective of subjective intentions, the chiefs of the enterprises find themselves in a situation in which they are forced to strike a balance between the economic pressure of the market and the social constraints imposed by the need to secure the social reproduction of the labour collective. It is primarily these objective circumstances which determine the employment policy of enterprises. Therefore we build our classification of enterprises and of employment policy in enterprises of different types on the basis of objective circumstances, rather than on the subjective intentions of their senior managers. 

In general the employment policy of an enterprise is determined by the economic and political situation of the enterprise, which develops under the influence of both external and internal factors. In practice, during the period of radical reforms, the limits of employment policy at Russian enterprises have been determined by the financial condition of the enterprise and, above all, by the financial resources which are available to the enterprise for the payment of wages and salaries. The pattern noted above, of a transition from a strategy of preserving the number to a strategy of preserving the nucleus of the labour collective, is common to all state and former state enterprises. However, the possibility of sustaining either strategy successfully depends above all on the financial position of the enterprise which provides the management with the economic levers needed to pursue an active employment strategy. A less prosperous enterprise is unable to pay the wages necessary to sustain the number employed and is forced to seek to preserve the nucleus of the collective, but it still finds itself lacking the resources to pay sufficient wages to attract and retain core workers. A more prosperous enterprise is more able to sustain a strategy of preserving numbers, but is equally more able to pursue a selective employment strategy. Such an enterprise therefore has a greater freedom to choose its strategy, although the longer it pursues the conservative strategy of retaining the numbers the more likely is it to fall into the category of unsuccessful enterprises and to be forced to switch to a strategy of preserving the skeleton of the collective.

The division between successful or unsuccessful categories is not rigid. An enterprise which was successful in the first years of reforms could find itself falling back into the ranks of the unsuccessful (as has happened with one of our enterprises), while the economic situation of an unsuccessful enterprise could improve, so extending the horizons for a more active employment policy. Moreover, the division is not entirely independent of the employment strategy of management: in particular, those enterprises which borrowed heavily to pay wages in the early stage of radical reform found themselves burdened with debt when interest rates escalated in 1994, contributing to their deteriorating financial situation. However, employment policy plays an important part in locking enterprises into a vicious circle of decline or a virtuous circle of survival, as the financial situation of the enterprise is the key factor determining whether or not it is able to recruit the skilled managers and workers whose contribution, in the absence of significant new investment, is decisive in helping an enterprise to improve its situation. On the basis of an initial situation determined by the legacy of the past and the scale of the unforeseeable external shock, therefore, employment restructuring plays an important role in reinforcing the tendency to the polarisation between successful and unsuccessful enterprises which makes it increasingly difficult for the latter to recover from their initial misfortune.

The financial resources of the enterprise are a rigid restriction, as, with an undeveloped financial system, access to credit for many enterprises is very limited, and they are compelled to work with a small working capital. Traditionally, Soviet enterprises only used cash for the payment of wages and bonuses and practically the whole of their cash was used for this purpose. This system has remained not only through inertia. In the 1990’s the shortage of working capital and bank credit was aggravated by high tax payments. This meant that investments, in the main, are financed at the expense of public credits, sales are financed by mutual debt between enterprises, and the wage bill (and taxes, if they are paid) constitute residual payments. The new enterprises are in a slightly different position. On the one hand, they usually have to pay in cash for their investments and supplies, which means that they are faced with the need to choose between wages and investments — and consequently also they need a larger cash income. On the other hand, in general they do not pay taxes.

Management strategy in theory and in practice

For the analysis of employment policy in enterprises it is necessary to distinguish between the formal, official policy at the level of the enterprise and its realisation (its reformulation or even redefinition) at the level of shops and sections, as the interests of senior and line managers are different. The majority of research on the behaviour of enterprises in the labour market is based on interviews with senior managers while most case studies concern only the level of the enterprise. However, in reality the policy proclaimed at the top level is fundamentally modified in the sub-divisions of the enterprise. In particular, enterprise directors and senior managers will tend to reply in interviews or in response to questionnaires that their enterprise has an excessive number of staff and that they are planning in the future to carry out staff reductions. They can even develop plans for the reduction of staff. Nevertheless, in practice the candidates for redundancy are identified and the reductions are carried out in the sub-divisions of the enterprise, where it is the interests of the chiefs of these sub-divisions which count above all else. Thus, if we want to understand the dynamics of employment inside the enterprise, it is necessary to consider employment policy at both levels.

There are two circumstances which explain the active role of middle management in employment policy in both successful and unsuccessful enterprises.� The first mainly concerns large enterprises in which the realisation of a centralised employment policy is impossible because of the large size of the enterprise and the weakness of the position of personnel departments in the management hierarchy. The second is that senior management does not concern itself with employment policy, but for different reasons in successful and unsuccessful enterprises. In successful enterprises the senior managers have been preoccupied throughout this period with other problems — privatisation, financial questions, so-called strategic problems, and all operational questions were delegated to production management. In current conditions employment policy does not enter into the set of strategic questions with which senior management is concerned. In unsuccessful enterprises the senior management has no resources and levers to conduct a thought-out employment policy at the level of the enterprise.

Appreciation of the distinction between the two levels of employment policy in the enterprise provides the key to understanding how two priorities — the preservation of the number and the preservation of the nucleus of the labour collective — can be combined in one enterprise. Senior management can try to keep the number employed constant, reducing or not paying wages, while shop management wants to save the skeleton of the primary labour collective, providing it with high incomes or attracting new skilled workers with high wages, even at the expense of disposing of unnecessary workers.

Despite the distinction in the approaches of senior and middle management, one should consider one more important restriction in the formation of employment policy which is connected with the situation in the labour market and the behaviour of workers. In Russia the labour market is the most advanced, flexible and competitive of all markets. It is important to note that workers have adapted to market conditions faster than managers. They quickly grasp opportunities which open up before them and change their job if they see an advantage in this. However, different categories of workers have different opportunities in the labour market: some of them are very mobile, others adhere more to their enterprises. Thus, in the consideration of employment policy in enterprises we should consider the stratified and segmented labour market as an important determinant of management decisions in the field of employment.

In the following sections we shall consider the features of employment policy in unsuccessful, successful and new enterprises. In each section we shall describe the context and restrictions on employment policy for the three types of the enterprise, and also changes which have occurred in the years of reform. Personnel strategy will be considered at the two levels of management: senior and line management.

Unsuccessful enterprises

These are those enterprises which, for various reasons, have found themselves in a difficult financial position. Though the reduction of the number of staff began in the late 1980s, for all unsuccessful enterprises the watershed was 1992, since when these enterprises have entered a crisis phase from which they have still not been able to extricate themselves. This crisis was most acute for enterprises of the military-industrial complex, although certain branches of light industry have also been hit very hard. 

At first the management tries to save the number of staff and searches for methods of achieving this purpose. Within the framework of the common employment strategy followed by unsuccessful enterprises we can note distinctions in their approaches, which are determined by subjective factors — perceptions, intentions, values, previous experience, professionalism of the senior managers in their evaluations of the situation. We can identify two versions of the strategy of the management of unsuccessful enterprises in the field of employment — a ‘conservative’ strategy and a strategy of ‘balancing conservatism’ — passive survival and the attempt at active adaptation to a deteriorating economic situation for the enterprise. 

‘Conservative’ employment strategy

The following features of employment policy are characteristic of enterprises oriented to passive survival:

Introduction of a regime of a reduced working week or working day.

Use of administrative leave without payment or with partial payment of salary.

Delay in the payment of wages.

Absence of mass reductions of staff.

Passive acceptance of the acceleration of the ‘natural wastage’ of staff, who leave in reaction to the falling wages and delays in wage payment which are a consequence of palliative measures to maintain numbers.

In 1992 the first measure used by enterprises faced with a reduction in the volume of production was to move to a reduced working week (summer 1992 KEMZ), then full stoppages of production (January–February 1993 KEMZ) accompanied by administrative leave without pay and, finally, the stoppage of the whole enterprise and mass lay-offs of all shops followed (September 1993 KEMZ).� Although there is no apparent seasonal trend in the Goskomstat statistics, according to our observations enterprises try to time administrative leave for the spring (enterprises stop especially frequently in the first ‘holiday’ half of May) and summer. A regime of restricted working hours and administrative leave affect different categories of staff differently. Naturally, those sub-divisions whose products, whether it be main or subsidiary products, are selling are affected less than others. Sub-divisions concerned with the repair of equipment also keep working. For example, in KEMZ only the factory making consumer goods, which produced domestic hot-plates and ovens, worked smoothly up to February 1994, but by that spring, owing to the general problem of non-payment, it had stopped too. Basically the enterprise survived by selling small consignments of engines for general industrial use.

It is more often the workers belonging to the ‘marginal’ and ‘industrial’ sections of the internal labour market (see chapter 5) of the enterprise who are sent on administrative leave.� However, at the same time as workers of main or auxiliary production are sent on leave it is quite normal for managers, specialists and senior employees, as well as some of the shop managers and specialists, to stay at their jobs and still receive their salaries. This generates considerable resentment on the shop-floor.

These enterprises also used other methods for the ‘preservation’ of the labour collective. Many of them preferred to pay salaries rather than paying their bills for electric power, water and so on, but still delays in the payment of wages were unavoidable. In most enterprises, including KEMZ where wage delays reached five months by the end of 1995, there was no indexation of late-paid wages to take account of inflation when they eventually are paid.

By 1994 it had become obvious to many that these measures were not sufficient even to maintain a bad situation. Many directors lost their hopes of an improvement in the situation and their expectations of aid from the state evaporated. They began to look more not to the state but to the market for their products and developed a more realistic evaluation of their situation and prospects. 

KEMZ was very slow to react: the continuing confidence of the management of KEMZ is partly explained by the fact that it was the only enterprise in Russia which made explosion-proof electrical equipment for the coal, petroleum, gas and chemical industries. However, in the last year small enterprises have begun to emerge in central Russia and the Urals as competitors, mastering some of the most marketable models of motor so that the sales situation has tended to deteriorate. 

Under the pressure of financial difficulties enterprise directors decided to liquidate those parts of the enterprise which did not contribute to core production. Social and welfare facilities were transferred to the municipality (most often kindergartens and the housing stock), or granted the status of independent enterprises, so that their employees are removed from the staff of the enterprise.�

By 1995 even the most conservative enterprise directors began to speak about reducing numbers in accordance with the continuing fall in the level of production and even to issue orders to reduce numbers, although in practice numbers had been falling for some time on the initiative of shop chiefs. This changed in declared strategy therefore marked more the final renunciation of demagogic statements about the preservation of the labour collective than a fundamental change in practice, which had already altered under the pressure of circumstances. Nevertheless, it also marked the definitive transition to a more realistic employment policy in the situation in which they found themselves.

The strategy of ‘balancing conservatism’

The strategy of ‘balancing conservatism’ differs from the ‘conservative’ strategy described above in combining a conservative rhetoric with a more active practice to achieve what some managers referred to as the ‘qualitative cleansing’ of the labour force, removing the less desirable elements of the labour force in order to retain the skeleton of the collective. Like the more conservative enterprises, these used short-time working and partially paid or unpaid administrative leave to deal with the decline in production, but they used these measures more actively as a means of encouraging particular categories of employee to leave. These enterprises therefore began deliberately to reduce numbers earlier than those which pursued a purely conservative strategy, usually during 1993. However, the administration in these enterprises still publicly proclaimed its aim as being the ‘preservation of the collective’ and did not make any open reference to any policy of ‘qualitative cleansing’ of the labour force. The two aims — ‘preservation of the collective’ and ‘qualitative cleansing’ — were reconciled at the beginning, when the senior management still had some resources, as senior management tried to pursue the first aim, while leaving the realisation of the second aim to line management. 

To achieve its aim of ‘preserving the labour collective’ the administration of the factory Shar tried, despite serious economic difficulties, regularly to raise the salary of the workers (sometimes this was done against the advice of the economists, as a purely voluntaristic decision of the director). Subsidised groceries and consumer goods were supplied by the factory (although this practice did not last very long because of the limited opportunities for barter). The workers of those sub-divisions which had no work were not dismissed but were sent on compulsory administrative leave. Finally, a propaganda campaign was conducted throughout the factory asserting that the factory was only experiencing temporary difficulties and was about to conclude a favourable agreement (with AvtoVaZ, with western partners, it will receive large state orders…), when everything will return to normal. At the same time the chiefs of sub-divisions had a real opportunity to get rid of those workers with whom they were not satisfied. This was done in two ways: official and informal. An undesirable worker could be made redundant or dismissed ‘under article’ (or be persuaded to leave under threat of dismissal ‘under article’) for a disciplinary infringement: even for small offences which in the past were usually forgiven. On the other hand, the worker could regularly be sent on administrative leave on the minimum wage, which was in reality far below the subsistence minimum, or the line manager could systematically give preference in the allocation of piece-rate work to particular workers, denying others the chance to earn any money.

The control of dismissals by middle managers increased further as redundancies under the slogan ‘reduce the number of workers in accordance with the level of capacity-working of the enterprise’ were introduced. Their mechanism was identical in all enterprises, so we shall describe it using the example of the enterprise Shar.

The reductions were conducted as follows: the general planned target was prepared by the economic planning department (for example, in 1994 the planned reduction was for 3,500 people). Then orders for the sub-divisions were prepared, although they were only rough figures, determined by the fall in production in this particular shop. The decision on whom to dismiss was taken by the chief of shop, consulting with the senior foremen and foremen. In reality in the sub-divisions the ‘brakes were put on’ this process and the reductions were dragged out over some time.

In executing the order from higher management regarding personnel reduction, the chief of shop is guided by quite pragmatic motives. Although the chief is more than happy to get rid of particular workers, and to leave posts unfilled, he will struggle against any reduction of the number of posts allocated to the shop as this will result in a reduction of the wage fund and of the opportunities for its redistribution to enable him to keep the workers he needs. Thus, for the line manager there is a big difference between a reduction in the number actually employed and a reduction in the number of posts allocated to the sub-division: while line managers took the lead in reducing the number employed while that was not yet official company policy, once senior management seeks to reduce posts the line managers drag their feet in order to retain their wage fund. As a result, prior to the beginning of 1995, campaigns of compulsory redundancy remained as relatively insignificant in this group of enterprises as they were in those pursuing a more conservative strategy. In both cases employment strategy was in practice determined not by the subjective intentions and declared aims of senior management, but by line management in accordance with the constraints of finance and production, so that compulsory staff reductions only began to occur in both groups of unsuccessful enterprises during 1994–1995.

Even when there is a change of senior management team, and the new chiefs of the enterprise are resolutely determined to make reductions, mass redundancies do not occur because of the continued clash of interests and aims between the senior and line managers and the continued reluctance of the latter to let good people go. 

At the beginning 1995 the management of the factory Shar was changed. The new director officially recognised that ‘the policy of retention of staff has not produced results’. A decision to dismiss 500 ITR was adopted. One hundred of them were transferred to other shops and sub-divisions, since by then people were willing to accept transfer to a lower post or even to a worker’s job as the situation in the city labour market had become much more difficult, and the total number who were actually laid-off remained very small. In the view of management specialists between 40 and 60 per cent of those made redundant can be found another job in the factory.

If at the beginning the attention of the top managers was focused on maintaining the number of staff, the main concern of the middle managers was to retain the most skilled and reliable workers who make up the technological and social nucleus of the labour collective. The failure of senior management to maintain numbers meant that they were eventually forced to recognise the priority of preserving the nucleus of the labour collective, that is to say it has actually been the line managers who have determined the real employment policy of the enterprises. In the last analysis it is not only the line managers but also top management who want to provide incentives and a ‘top-dressing’ for the kadrovyi workers who are the ‘gold fund’ of the enterprise. The so-called ‘advanced workers’ were creatures of the ideological policy of the Party, whose guardian in the enterprise was the management, including the Party committee. With the collapse of the former ideological system following the disintegration of the CPSU, the former ideological component of the nucleus of the labour collective has disappeared, although the problem of ensuring the manageability of the labour collective has not disappeared. In today’s conditions the resolution of this problem is delegated to a greater degree than before to line managers, who are interested in the preservation of the social and technological nucleus of the collective in order to facilitate the management of production.

The ability of line managers to realise such a strategy depends on the resources at their disposal to use as levers for the implementation of policy. The fall in the volume of production and the decrease in earnings have had a contrary impact on the position of line managers. On the one hand, they have less money and work to distribute and so have lost important levers of employment policy, although the ability to deprive a worker of work is a powerful negative sanction. On the other hand, in many enterprises line managers have been given the freedom to undertake additional entrepreneurial activities to provide work and money for their shops and this has given them some autonomy from senior management in the realisation of employment policy.

The chiefs of shops and sections manage to hold on to the last of the kadrovyi workers by using so-called ‘extraordinary advance payments’ for the workers they need, and by providing the best workers with additional work through both official and unofficial means (see the chapter on secondary employment for more details of this).

The only real lever for the preservation of the labour collective in ZiM remains the possibility of concluding agreements for the production of small batches by the chiefs of the sub-divisions. The subsidiaries and shops are able to conclude agreements for such production directly, with the authority of the general director, through the accounts of the enterprise, in which they have their own sub-accounts. And the shops conclude such agreements with outside organisations. But because of the bad financial position of the factory and delays in the payment of wages, the chiefs of shops make out part of the payment for contract work through direct labour agreements between the customer and specific workers (separate from the agreement with the enterprise). Thus, part of the money earned is received immediately in cash and is distributed among the workers carrying out the order. In this case there is no delay in the payment of wages. These agreements with outside organisations have made it possible for the chiefs of shops and sub-divisions to keep and to recruit the workers necessary for production by enabling them to pay increased wages. One chief of shop ‘lured’ setters of automatic grinding machines from another shop and paid them up to 700,000 roubles, at a time when the average pay in the shop was 341,000 roubles and the average pay of auxiliary workers was 265,000.

One of the methods of preserving the potential personnel of the enterprise is the temporary transfer of whole groups of workers from an enterprise experiencing difficulties to a more successful enterprise by mutual arrangement between the chiefs of the two enterprises, i.e. through the use of informal connections between the employers. 

The personnel manager of ZiM helped to find jobs for 25 radio-assemblers, who found themselves without work, at another instrument-making factory, having agreed with the director of the latter that when required these people would return to ZiM. According to the personnel manager, he called around and reached agreement with all the large factories which employed this particular category of worker. A year later, when there was work for the radio-assemblers at ZiM again, the management of the instrument-making factory did not want to keep to the agreement, but as a result of negotiations 10 people returned.

However, such redistribution does not take place on a mass scale and does not seem to be a regular practice.

Hiring policy

The difficulties experienced by the unsuccessful enterprises, and the correspondingly low and delayed pay, give these enterprises little chance of attracting labour with the desired qualities, while a high proportion of those recruited leave within a few months. Therefore, hiring is the most passive element of employment policy in depressed enterprises.

The passivity of hiring policy is expressed in the fact that, despite the decline in production and financial constraints, the administration does not impose any particular restrictions on recruitment, nor does the enterprise set any special requirements on those recruited. Recruitment difficulties mean that such enterprises have to follow an ‘open door’ policy: the personnel department takes on anybody in the hope that some of them will stay.

Here is an example from an interview in a personnel department about recruitment.

— Do you take on everybody who applies for work?

Practically anybody. When we see that someone is a layabout or a heavy drinker, we do not take them.... This is metallurgical production: we do not have any choice, when everything here is laid bare, we are ready to take anybody, if only people would come.... Even if you can see that this person will not stay long, all the same we take them, even though they will only work for a month!

The other distinctive element of the hiring policy in depressed enterprises is its substantial decentralisation, in comparison with successful enterprises. If new workers are needed to replace those who have left, line managers know better than anybody else what staff are needed. They prefer to use informal channels of hiring — through relatives and acquaintances. The recruitment of staff through informal networks is a particularly desirable channel of hiring at unsuccessful enterprises, which cannot attract workers by paying good wages because of their difficult financial situation, but it is not sufficient to overcome the barriers. In general, prospective employees use informal channels to look for well-paid work or jobs for which there is a high degree of competition, not for jobs which they could get in any case. Despite their understandable preference for informal channels, therefore, unsuccessful enterprises recruit people primarily ‘from the street’.� At the same time, whatever the declared intention of senior management, line managers can abstain from recruiting new workers in order to divide the wages saved among those who remain, making it easier to retain the nucleus of the collective and providing resources to pay good wages to desirable recruits.

Innovations in the field of hiring staff and the use of flexible forms of employment are rarely used in unsuccessful enterprises.�

In Shar only the senior managers of the factory were transferred to a contract system, which made it possible to award them personal salaries. A similar experiment was conducted in the automatic turning shop, where they tried to transfer a few dozen machine operators to contracts with the same aim — to raise the salary of essential workers. However, in reality their salary has remained at the same level.

In ZiM the proportion of temporary workers among those taken on by the enterprise has fallen. While in 1985–1989 their proportion was at the level of 13–14 per cent, by 1990 it had fallen to five per cent, and in subsequent years has fallen further so that in 1994 it amounted to only one per cent.

In KEMZ casual workers are practically never taken on, except in rare cases when unknown people are taken on for a trial period until they have been checked out.

Since it has become almost impossible to find and to attract skilled workers to vacant jobs in depressed enterprises the acuteness of the problem has been partially attenuated through the temporary recruitment of pensioners. 

Unsuccessful enterprises are more active than others in work with the employment services, but their personnel departments have an extremely low evaluation of the overall performance of the employment service: those who are sent from the employment service do not as a rule approach the skill (and moral) qualities required. This is not entirely the fault of the employment services. Particularly in Russian circumstances, with its technological peculiarities, it is not enough simply to have the appropriate trade — it is necessary to know the specific features of the equipment of the enterprise or the shop. If a person is motivated and willing to learn these can be mastered in a relatively short time. However, on the one hand, the level of wages at such enterprises is too low to stimulate the worker to train and to work conscientiously while, on the other hand, the enterprises have no means for the retraining of workers coming from the ‘external’ labour market.

The personnel service also places announcements of vacancies in special newspapers, and hand-written announcements are displayed in the traditional way in the entrance of the factory. However, when wages are paid three months late it is difficult to attract any but the most desperate people.

Against the general background of a deteriorating employment situation in unsuccessful enterprises and the degradation of the capacity of the labour force, rare examples can be found in which the prospects of the enterprise are transformed by a financial injection which makes it possible to stabilise the situation.

The management of KEMZ undertook various initiatives and received a budget order for the development of a motor for a new Russian coal-excavating combine to be made in Nizhni Novgorod with conversion financing from the Russian coal combine Rosugol’. This will partially resolve the problem of employment for the immediate future.

Despite subjective distinctions in the approach and sequence of steps of senior management, objective circumstances — financial difficulties and the absence of real levers of employment policy — have played the leading role in bringing depressed enterprises to a common result — the number of staff has been sharply reduced and the technological and social nucleus of personnel of the enterprise is being or has been destroyed.

Successful enterprises

At successful enterprises the financial restrictions on employment policy are less rigid and consequently there are greater possibilities of maintaining the traditional policy of preservation of the labour collective at its previous size. These enterprises are in a position to pay good wages to the workers and they tend to hold on to their social and welfare facilities (and to preserve jobs in this sphere).

Changes in employment policy and changes in the orientation of directors, including those of successful enterprises, took place in 1994.� These shifts were connected with the increasingly difficult financial position of enterprises, caused by the sharp deterioration in the general economic situation, aggravated for some enterprises by adverse changes in domestic and world commodity markets. The traditional compromise measures for the preservation and protection of staff — short-time working and administrative leave — were the first steps to be taken. However, as against the depressed enterprises, the management of the successful enterprises became aware of the enforced need to reduce numbers for economic reasons and took control of the situation before this process began to occur spontaneously. The purpose of reductions then becomes the preservation of the nucleus of the labour collective through the removal from the enterprise of those workers who are less desirable from management’s point of view and the retention of the more desirable by maintaining or, in the best of circumstances, increasing their wages. 

The growing general economic crisis in the spring of 1994 led to a seasonal fall in demand for the production of the chocolate factory which induced management, for the first time in its entire history, to reduce the number of workers. One tenth of the staff was forced to leave the enterprise, most of whom were kadrovyi workers who had reached pension age and who were effectively forced into retirement, although most returned on a temporary basis when demand recovered not long after.

The first reductions at successful enterprises, especially large ones, occur relatively painlessly, as the workers scheduled for dismissal are able to fill vacant lower-paid posts within the enterprise. Therefore the first reductions turn out to be a redistribution of workers inside the enterprise. Internal transfer as the alternative to outright dismissal ‘through the gates’ is a compromise which suits both line managers and workers.� The former prefer to deal with those already working in the enterprise and socialised into the system of social relations of the enterprise, rather than with new and unknown people. The latter prefer to remain at a reasonably stable enterprise, where there is probably more chance of getting good pay, even in the lower positions, than in an unstable and depressed enterprise. Besides, they hope to use their social connections inside the enterprise to strengthen their material situation and job guarantees. However, subsequently the opportunity to use internal transfers as a substitute for reductions has narrowed.

There is one more method of resolving the problem of superfluous workers without ‘throwing them out’ through the gates of the enterprise, and this is through the movement of workers in the internal labour market, on which there are new jobs. For example, a large successful enterprise (which becomes a joint-stock company) throws the workers from main production, which is going though a recession, into the new small enterprises which it has created. We observed such an approach to the resolution of the problem of employment of the workers in the mine Vakhrusheva, in whose place four enterprises, incorporated in the Vakhrusheva Association, have arisen, preserving jobs for the entire labour force despite the complete closure of the original coal mine.

The transformation of the structure of the mine (its division into new enterprises) took place as a result of the expansion of the enterprise with the purpose of developing production. Thus at the newly created enterprises jobs appeared more attractive than at the old extracting mine. Simultaneous with the creation of new jobs and with the expansion of the boundaries of the internal labour market was the segmentation of the labour market. Those who are not needed in the active enterprises or those under construction work in Vakhrushevugol’stroi, while the most promising workers from the nucleus of the parent mine and the best of the newcomers work in the newly constructed mines, Sokolovskaya and Ugtal, and the Taldinskaya mine has to take anybody, including newcomers.

After a series of reductions affecting peripheral sub-divisions, supplementary shops and marginal workers, the question of reductions in the main producing departments in which there has been a fall in the volume of production arises. This is the point at which the policy of reducing the number of staff for financial reasons comes up against the barrier of the need to preserve the enterprise as a purposive industrial and social organism.

At Metallurg by 1996 the most undisciplined and lowest skilled of the workers had already been forced out by natural wastage. At the same time practically all the pensioners had been got rid of. Only 467 employees older than 60 remained by the beginning of 1996, of whom 120 were senior managers and specialists. All of them were kadrovyi workers with long experience of work at the same enterprise and with high qualifications. A significant proportion of the general workers’ jobs were filled by skilled workers, transferred to them as a result of redistribution carried out during staff reductions. According to shop chiefs, in the shops practically no superfluous people remained, for each industrial operation there was the minimum number of workers specified by the given technology and work norms. And though they stand idle for a large part of the time, if production were to be resumed there would already not be enough people. The designated number of staff in the shops is about one-third of the number 3–4 years back. 

An ‘economic radicalism’ on the part of directors infused with new economic thinking, who decide to remove surplus staff on the basis of financial calculations alone, can accelerate the destruction of the technological and social nucleus of the enterprise if, as a result of changes in external circumstances, the enterprise subsequently finds itself in economic difficulties.

In Tokem the process of staff reduction began in 1990–1991 — Tokem was the first enterprise in the city to undertake such a campaign. The economic department of the firm, on the basis of its analysis of the production program and the labour input required for its fulfilment, calculated the number of workers of each sub-division who would be subject to redundancy. The redundancy programme, including the separation of subsidiary activities from the enterprise, reduced the staff by two-thirds. In 1994 all enterprises in the chemical industry, including Tokem, began to run into difficulties. In the enterprise the outflow of personnel intensified as a result of falling and delayed wages. The enterprise is still experiencing considerable difficulties as a result of shortages not only of skilled workers, but even of low-skilled auxiliary workers.

The significance of the existing social structure of the enterprise as a constraint on employment policy is clearly demonstrated by the Samara chocolate factory, which has been bought by Nestlй. 

In 1995 the firm Nestlй acquired 49 per cent of the shares of the Samara chocolate factory, and now owns more than 80 per cent of the share capital of the company. Since 1995 work on the reorganisation of management and the reconstruction of production according to Nestlй’s plans have begun, supervised by expatriate managers. Some old shops are being reconstructed with automatic equipment and alongside the main building of the enterprise the construction of additional premises along new lines is under way. The management of the joint-stock company has undertaken to protect the jobs of the workers of the enterprise for three years from the beginning of the reorganisation of production. All staff have to undergo conversion training.

The interesting feature of the modernisation of production at this enterprise is that, in spite of the fact that it occurs under the control of a new Western owner, it is being carried out without, at least in the first instance, changing established social relations. The external proprietors are acting cautiously at this stage, not undertaking any decisive measures in relation to the labour force which would risk undermining the social nucleus of the enterprise. 

Fears are often expressed about the impact of radical changes in employment policy which it is assumed will occur if external owners acquire a controlling interest and take a much harsher approach to employment policy, rejecting all social considerations in favour of the application of a purely economic logic.

At the beginning of 1996 there was a change of employers at Metallurg. The labour collective finally lost effective control of the shares and now 52 per cent of the shares belong to Inkombank, which has already begun to conduct an external audit. The management of the bank is certainly not marked by any paternalistic mood and is probably not going to preserve any of the social privileges of the collective of the enterprise. In this connection the present administration of the enterprise assumes that there will be radical changes in management strategy of the enterprise and a rejection of any social orientation in employment policy.

However, the new proprietors of the enterprise, from our point of view, will confront the same restrictions on employment policy — not only financial, but also connected with the need to preserve the technological and social nucleus of the enterprise — within the framework of which the present administration of the enterprise has worked. Therefore, a change in the structure of ownership is not likely to cause sharp changes and a ‘landslide’ of unemployment, as is frequently predicted. A hardening of the position of the outside owners can provoke strong internal resistance, in this case from middle management, while the administration of the enterprise supports the labour collective and, in essence, will act in the same way as the line managers. 

Among successful enterprises there are those whose employment policy can be described as inert. This continuation of the traditional employment policy of the Soviet period, the main priorities of which are to preserve the number and the proportions of the main categories of staff (productive and unproductive personnel, workers and ITR, main and auxiliary workers). At these enterprises there is no appreciable decrease of number, there are no reductions, labour turnover occurs spontaneously without any interference from management. The invariance of the employment policy of such enterprises is explained by their stable financial position, the sources of which can be different.

In our research there was one such enterprise — the repair-mechanical factory RMZ, a joint-stock company which is part of the structure of the concern Kuznetskugol’. The only criterion in the employment policy of this enterprise was to execute the orders of the higher management of the concern concerning the proportion of productive personnel and the aggregate number of workers. Such inertia in the employment policy of the enterprise has remained possible only because the external environment of this enterprise has remained stable. On the one hand, the factory had stable orders, on the other hand, until 1996 it received subsidies. The other limiting factor of employment policy was the limited labour market in the small city in which this enterprise is located. In the last year demands ‘from above’ to reduce the aggregate number have strengthened. Although the administration sees the need to reduce numbers, this process has been checked as there are no jobs in the city and to reduce the workers means to throw them onto the street. The reduction of numbers is occurring through natural wastage and the cessation of recruitment.

Selective employment policy

If they are to maintain their position, successful enterprises must constantly adapt to a changing market situation and use effectively the opportunities open to them. Skilled staff with ‘market’ specialities — economists, marketing specialists, managers — are needed for this purpose. If it is necessary to make changes in production, to introduce new products, reduce costs or increase quality, to adapt to new market demands then the need for technical specialists and skilled production managers increases. Enterprises which hope to maintain their position have to be able to compete in the labour market for these scarce skills.

Changes in market strategy and in the structure of management have required changes in employment policy first of all in relation to specialists and managers. A good financial position, allowing the enterprise to pay high salaries, expands the opportunities for the realisation of a selective employment policy. For a well and stably working enterprise the mere recruitment of staff is not enough, they cannot simply accept all those who want to work, but have to have a process of selection in order to recruit those who meet certain criteria.

Recruitment of specialists

New methods of selection of specialists — through competition — have been introduced into the practice of successful enterprises. Staff with specialisms necessary for work in market conditions are recruited on competitive conditions. At some enterprises the recruitment of specialists only takes place on a competitive basis, connections of kith and kin no longer playing their former role. 

In 1994 the chocolate factory for the first time sought to recruit specialists on a competitive basis. Information about the competition was placed in the local press and on TV. Competitors reported to the personnel department and declared their desire to participate in the competition. Here patronage of family and kinship already had no significance, since everyone participated on a common basis. There are not so many good specialists with appropriate work experience and knowledge of a foreign language to be found. In the personnel department they told us: ‘... For example, managers, and especially specialists, we take only on a competitive basis. Now we only take specialists in the factory who have knowledge of English. First there is an interview in English, then they do a translation from English into Russian then the reverse and, at the end, there is an interview on their speciality and on their familiarity with computers’. On this basis they recruited an electrician, a mechanic and a marketing specialist. For each post there were 10-15 applicants.

At other enterprises (for example, Metallurg) the filling of management posts is done only through the redistribution of staff. It is almost impossible to get a post as a specialist or manager from outside. But even so the demands for formal qualifications have become much more strict, including professional qualification, appropriateness of educational background, experience, age and sex.

In the selection of specialists enterprises prefer to take young, well-educated people with knowledge of a foreign language. Quite often specialists’ posts are filled by higher education graduates, so that competitive selection is transferred to the educational environment.

The chocolate factory still takes on 3–4 young specialists a year after graduation, but now only takes them on the terms and conditions of a contract with the institute which gives them the right to select the graduates themselves: ‘The planning institute is the only one in the city that is of interest to us now, said the personnel manager, we have made an agreement with it. Under this agreement we take 12 students for industrial practice from various faculties, with the condition that at the end we will employ 3–4 students. This allows us to choose the best of them, and during the practice gradually get them into the swing of things. The students have a competitive spirit. Our (Swiss) marketing director considers that the enterprise needs to take more young specialists, not spoiled by production elsewhere’.

Successful enterprises also go through private employment services which specialise in the placement of specialists.

When the chocolate factory was preparing the competition for the selection of specialists, announcements of the specialists required were posted in the private exchange Triza-Samara, which is oriented to the recruitment of specialists and managers and is very interested in such work, which brings in quite good money as each successful application brings a fee from both employer and applicant. However, this collaboration was not particularly successful. ‘When we needed an electrician and a mechanic with knowledge of a foreign language, Triza offered us 15 people, but we did not take any of them. Those who were good specialists had problems with the language, those who had the language were not specialists. We actually took on people who came to us on the basis of advertisements.’ (personnel manager).

Poaching specialists from other enterprises, ‘hunting for brains’ is one more way of upgrading the skilled staff of specialists.

At the chocolate factory they told us that they had attracted a good computer specialist to work for them on contract from a major design firm. Then they offered him a permanent job. With his help they poached two more specialists from the same firm. It was not very difficult to do so, since few enterprises are as successful as the chocolate factory: small salaries, delays in their payment and lack of work induce specialists to search for more suitable places.

Recruitment of workers

The successful enterprises also have the opportunity to attract and to carry out selection of skilled workers with above average education and training. It is also possible to use a selective policy of recruitment and dismissal to regulate the age structure of the enterprise as pensioners are encouraged to leave and are replaced by young and more mobile workers. 

In the autumn of 1995 the chocolate factory adopted a policy of encouraging workers of pension age to retire. According to this policy, all pensioners who retired during 1995 were offered quite large redundancy payments, amounting to 50 per cent of their final monthly wage for each year of service, as a special arrangement for that year only. Subsequently this benefit would only be paid to those who retired immediately on reaching pension age. If the pensioner remained at work then he or she would receive only the normal benefit on retirement.

The giving of preference to young workers in recruitment is widespread, particularly when they are the children of those working in the enterprise or of dismissed pensioners (Kabalina, 1996). However, the aim of rejuvenating the labour collective comes into conflict with the aim of increasing its skill level as those older workers who leave are experienced and highly skilled in operating the equipment to be found in the enterprise, while the more mobile, but less qualified, young people need the expenditure of time, money and the efforts of the line managers to develop their skills. Therefore, the line managers quite often resist the dismissal of experienced older workers and are reluctant to replace them with younger people.

The recruitment of new workers is conducted through two main channels: ‘from the street’ through the personnel department and ‘through acquaintances’ through the line managers. These channels are differentiated for different categories of worker: low-skilled workers, taking jobs in the marginal sector of the internal labour market, are taken on without recommendations. People are taken on for well-paid jobs under the recommendation of relatives and acquaintances. However, in successful enterprises recruitment ‘from the street’ is officially closed even for unskilled posts and recruitment to all jobs is primarily through connections of relatives and acquaintances. The enterprise becomes a more closed system. 

As a result of all the changes occurring at the chocolate factory in the last few years, it has become rather a closed personnel system. If earlier patronage was necessary only to get an especially prestigious or high paid job (specialists and managers, skilled workers in main production), it was possible to get other jobs simply by turning up at the personnel department, but now recruitment to the factory is officially closed. On the doors of the personnel department hangs the announcement: ‘No Recruitment’. This does not mean that the factory will not take on anybody at all, but simply that it will not take anybody ‘from the street’. It is only possible to get work at the factory if you are somebody’s son or daughter, or other relative, or have a very influential referee. Thus, the main way of augmenting the labour force today is connections of relatives and acquaintances. This is what the personnel manager had to say about it: ‘I should say at once that we now take on absolutely nobody “from the street”. We are a joint-stock company, our enterprise is small and we are interested in our people working here, that our enterprise has become a family. Therefore we accept for work first of all the children of our employees, their relatives. It does not mean that we take on any young person. Now those who come to work here have quite a high level of education. Many people in workers’ jobs have come from technical schools and institutes’. 

The expansion of the practice of recruitment through connections of relatives and acquaintances, it would seem, is inevitable in conditions of uncertainty and increasing labour mobility. Social networks are strongest and most reliable in conditions of chaos and disorganisation. However, as our researches into the reorganisation of management in Russian enterprises have shown, the tendency to decentralisation of management and the intensive use of informal connections in successful enterprises is now being replaced by a tendency to centralisation of management and strengthening of authoritarian structures (Romanov, 1995). At some enterprises we find attempts on the part of the senior management of the enterprise to take the hiring of staff under their control — not only managers and specialists, but also ordinary workers. In particular, this can occur through the formalisation of recruitment through connections of relatives and acquaintances.

At the chocolate factory this form of recruitment has been made a feature of the enterprise’s personnel policy and is formalised and realised according to a laid-down order and according to definite rules. In the personnel department there is an interesting document, which does not exist in any other enterprise known to us. This is a journal with a list of the adult children of the employees of the factory and their relatives who would like to get a job at the factory. In the journal the year of birth, education, trade, present place of work, possession of foreign language and knowledge of computers is recorded. There are people with a very wide range of ages and trades, there are doctors and policemen, teachers and workers, people with higher education, students and schoolchildren in their final year, qualified specialists and people who have had no vocational training. All of them wait until a place suitable for them becomes available. The personnel manager told us about the selection procedure. When there is a vacancy, he starts by looking through this journal, chooses a suitable person, and invites him or her to interview. If this person turns out all right, then he or she is taken on. They mostly take on people with more than middle education and many possess a foreign language.

It is important to note that in this case recruitment through connections of relatives and acquaintances is transferred from the level of the shop to the level of the enterprise as a whole. Without such centralisation it would probably be impossible to carry out the formalisation of this procedure. However, the case described is a rarity. Usually the attempts of senior management to centralise employment policy, and in particular hiring, encounter resistance from line managers and frequently end unsuccessfully (Metalina, 1996).

In October 1993 structural reorganisation to create a personnel service of a western type was conducted in Metallurg. Instead of the traditional personnel department an Office for Personnel Management was created, combining the departments of personnel, training, record-keeping, industrial sociology, labour and wages and ‘free staff’. The intention was to combine all personnel work under the functions of personnel forecasting, planning and recruitment. It was proposed formally to give all authority in questions of staff mobility to the personnel service, as traditionally they did not in practice have much power in this area: the decisive word in the recruitment of a new worker always belonged to the chief of the appropriate sub-division. If the chief of shop agreed to the recruitment of the worker in the shop, the personnel department only made out the documents, trying only not to allow gross divergences from the requirements for the post. Now the situation has changed somewhat: in conditions of reduced recruitment and inflow of those wanting work, the personnel service saw the opportunity for the first time to conduct selection independently. But, despite the attempt of the personnel service to display independence, the traditional mechanism of recruitment for work still prevails. In a situation in which the chief of a sub-division wants to take a person on, even though there is not a vacancy or the protйgй does not meet the requirements of the post, the problem is not, as a rule, resolved in favour of the personnel service. It is resolved either through an appeal to higher management or by a voluntary settlement. As a result, despite the orders to freeze recruitment and reduce numbers, the recruitment of new workers continues at the insistence of the chiefs of different services and sub-divisions. Thus, the prospective redistribution of authority has not taken place, the western model of work with staff in the enterprise has not worked and it is already returning to the former administrative structure — the department of labour and wages has returned to the economic, financial and management services, the department of free personnel has been reorganised into an office etc. 

Successful enterprises are more likely than the less successful to recruit without the mediation of the state employment service. Specialists are selected by competition on the basis of announcements in the press or with the help of private employment services. Information about vacancies for workers are quickly spread through informal channels and they are filled in that way, so that there are always very few applicants for each post. However, in some larger enterprises some of the vacancies are not filled by these means and then the personnel department of the enterprise turns to the external labour market to recruit, as a rule, workers in mass trades (the industrial segment of the internal labour market) and young workers — graduates of technical schools (the marginal segment). For recruitment to workers’ vacancies the following methods are used: 

Application to the city employment centre

Placing advertisements in specialised publications

Placing announcements on advertising hoardings near the entrance of large enterprises

Targeted recruitment of technical school graduates

Co-operation with the employment service very frequently turns out to be ineffective because of the discrepancy between the needs of the enterprise, determined by the specificity of production, and the candidates sent by the employment service. The main complaints about the employment service come down to the fact that they provide applicants with only the minimum information about the working conditions and requirements for the job. As a rule, they tell them only the name of the enterprise, the speciality and the size of the wage. There is no preliminary selection, everyone is sent who has expressed any interest in the vacancy or formally can work at the given speciality. But the main reason that enterprises cannot regularly use the employment service or the labour exchanges is that the instability of production simply does not make stable co-operation possible. 

We send an application, but within a week or so we have to withdraw it because the shop withdraws its application to us’ (Deputy Personnel Director, Metallurg). 

Personnel departments increasingly frequently use free announcements in specialised publications to attract the workers that they need. 

For example, once a week the Samara newspaper Birzha truda (Labour Exchange) includes in its pages information on the availability of vacancies at Metallurg and the requirements for the job. This channel, in the view of the personnel department, is quite productive. Birzha truda is addressed to those who are looking for work, and is widely read by this category of the population. Due to this newspaper people arrive at the personnel department with very full information about vacancies, making it much easier to work with them than with those who come simply to ask after a job. Four times the enterprise has even placed paid advertisements announcing vacancies, which differ from the free announcements in their large size and the fact that they are properly designed by an artist.

When necessary, announcements are posted near the entrances to the largest factories, many of which have no work and so have to stand idle. It is possible to poach skilled workers in this way. In the past such things were not done but now, according to personnel department staff, there is a private agreement between the chiefs of personnel departments of these enterprises, as the enterprises which stand idle are interested in people leaving.

Flexible forms of employment: temporary employment, contracts, sub-contracts, labour agreements 

Although flexible forms of employment are not widespread, successful enterprises appear to make more use of them than unsuccessful enterprises.

Recently the Vakhrusheva mine has begun to transfer some kinds of work to contractors. In the past the natural response of a manager who received money to carry out some kind of work was to take on new workers and after fulfilment of the work some of these workers would leave and others would be ‘distributed’ to other subdivisions. Now the idea of contracting out the work to another organisation has become popular and, whenever possible, paying them less than the amount of money that has been allocated for the work. In this case the enterprise gets the required work done (even if not to the quality desired), does not have any superfluous workers who have to be found jobs or whose fate has to be decided in some other way, and might even make a profit.

An intermediate variant between contracting an outside organisation and taking on permanent workers is to use temporary workers. It is increasingly common to use foreigners as temporary workers. 

In Taldinskaya mine there are a number of ‘Kazakhs’ working, i.e. Russian workers from Kazakhstan. The director of the mine specially went to Karaganda, the coal region in Kazakhstan, where he recruited a whole section. When they arrived they were given the heaviest section, work on which the mine was about to abandon because the regular workers refused to work in such conditions for the usual payment, while the ‘Kazakhs’ agreed. The attraction of using such workers is that they are more controllable.

Hiring for temporary work is also becoming more extensive at the chocolate factory. It is used if it is necessary to replace somebody for a period of illness or leave, for seasonal work (staff at the rest centre) or for the fulfilment of particular work by agreement. For example, a few highly skilled fitters from another enterprise in the city were taken on temporarily to manufacture parts needed to repair the equipment, continuing to work in their own jobs at the same time.

Individual labour contracts, which are more widely found in advanced enterprises than in depressed ones,� may be used in the attempt to preserve the nucleus of the enterprise, in which case senior managers, some specialists and skilled workers are transferred to individual contracts in which the individual conditions and payment of labour are better than are specified in the collective agreement. However, the main and most frequent use of the contract system is to offer short fixed-term contracts to maintain numerical flexibility in unstable economic conditions. The system is also used as a powerful disciplinary lever because it increases the insecurity of the workers’ employment.�

At the chocolate factory those belonging to the ‘internal segment’ (the main nucleus) of the labour force work on a permanent basis, while new recruits work on a contract basis, including some who are partially and temporarily employed. The rule of ‘last in, first out’ applies, so contract workers are the first to go. This system is supposed to encourage people to work well. The factory administration has begun to apply the compulsory transfer of employees onto fixed-term contracts as a disciplinary punishment, in which case a second infringement means that the contract will not be extended. 

The decision to hire new employees only on short-term contract was taken on the initiative of representatives of the new outside owner — the transnational corporation Nestlй — when, following fluctuations in demand after the reduction in staff, it became necessary to increase the number of workers. With the workers the term of the contract does not exceed 3 months, with the chiefs and specialists 6–12 months. On the expiry of the term indicated in the contract, the employee is either released, or the contract is extended for the following period. In 1996, 25 per cent of the employees of the factory were working on contract terms.�

It is exceptional that at this enterprise the contract system is applied even to those workers who have come to the factory through informal channels. The contract system does not simply supplement social networks, their coexistence can be seen as an attempt of management to take control of the formation of the structure of the labour force.

In some cases the administration of the enterprise tries to solve the problem of numerical flexibility of employment through an increase in the mobility of staff within the framework of the enterprise. For this purpose workers are sent for training to increase their qualifications and the mastering of neighbouring trades is encouraged.

At the chocolate factory, for example, such a practice is used: when the workload of any section is reduced, some of the workers are transferred as apprentices to another section to learn a neighbouring trade (many of the operations are simple enough that they do not take a lot of time to learn) and, if necessary, they are used for work on this section. Subsequently the workers come back to their own section. Thus the administration has more room for manoeuvre without recruiting new workers in conditions of varying demand for production. Meanwhile, such a policy also increases the efficiency with which the capacities of the existing labour force are used.

New enterprises

Internal structure of employment

As against the ‘old’ enterprises with their traditional employment policy and strategy of ‘preservation of the labour collective’, new enterprises have first of all to create a labour collective. A necessary condition for the development of new firms is the formation of a technological and social nucleus of the labour force, whose existence then makes possible the reproduction of the enterprise. In small family firms and small enterprises whose size is not much more than a family, engaged in simple kinds of activity (trade, consumer services), this nucleus can consist of a circle of relatives and close friends of the owner. One can call the personnel structure of a family firm ‘nuclear’ in the sense that practically everyone working there is a part of the nucleus. However, with an increase in the size of the enterprise and the complexity of its activity the problem arises of hiring new workers from the external labour market and of the structuring of staff. 

Our case study research in three contrasting firms employing between 200 and 400 people which have been founded from scratch since 1990 (a construction firm, an insurance company and a multi-activity firm based on the sale of forage, but also including a pig farm and a furniture factory) indicates that the formation of a core-periphery employment structure is typical in the development of new enterprises. The sectors differ not only in structure, but also in the forms of employment. Those belonging to the core, as a rule, are included in the staff of the enterprise, that is it to say they are permanent workers. The peripheral workers work on individual fixed-term or temporary contracts.

In the initial period of its activity the policy of formation of the labour collective of MZhKstroi was quite traditional. The management wanted to create an administrative structure, standard in large building organisations, with a rather large and stable collective of builders. However, the spasmodic financing of construction in recent years forced the management of MZhK to reject their initial plans of creating a large stable collective. To reduce production costs and to avoid having to take responsibility for people during unavoidable idle times, it was decided to use another schema for the construction of the organisation. In the Association MZhKstroi an administrative core, working on a permanent basis, remains. Building workers are then recruited by contract to carry out a particular job. If the work is not carried out, the agreement is terminated and the workers leave. Some work is sub-contracted to specialised organisations, which send their brigades to do the work specified in the agreement. In this way a mobile organisational structure was generated: a permanent administrative core and a temporary building collective. It makes it possible to expand construction work in a short time when financing is available and to dismiss the builders when work ‘is frozen’.

So, in the construction firm the internal structure of the enterprise consists of a permanent administrative core and temporary building collectives. However, if we take as an indicator the different forms of labour agreements with the peripheral workers (individual labour agreements� and sub-contracting) we find a more complicated structure. Inside the peripheral sector there is a further core, made up of the brigades with which sub-contracts are signed which stipulate a contractual price for completing a certain amount of work in a certain period of time. These brigades comprise the more highly skilled workers whose work particularly affects the quality of the final construction (bricklayers, plasterer-painters). These are self-organising independent nuclei, the relation of which to the main core is established through the brigadier. The brigade itself distributes work and earnings internally according to the coefficient of labour participation (KTU). In this case the brigadier takes over these functions, keeps the accounts and closes the sheet. In the case of a dispute about the distribution of money a general meeting of the brigade is held and a protocol is made out. In turn, among brigades there are permanent and temporary brigades. The permanent brigades are employed during idle times at their main place of work, temporary brigades are made up of migrants from the ‘near abroad’.

In the insurance company there are three categories of staff: the permanent employees, which include the chiefs (one third of the registered establishment), specialists (half the establishment) and junior service personnel; the social insurance agents, working on labour agreements; and those working in second jobs (specialists from the sphere of medicine, credit, tax policy and so on). The most qualified social insurance agents are included in the registered establishment and some of those working as a second job also become permanent employees. The permanent employees make up half of the number of staff, 40 per cent of the workers of the firm work under labour agreements and 10 per cent as secondary jobs.

The multi-activity firm Intensivnyi korm is less obviously structured according to the two-sector model of internal employment. Here the core comprises the president and his deputies, and also specialists holding the key administrative posts. Other specialists, brokers, and also workers in the peripheral sub-divisions (the furniture factory and so on) belong to the ‘periphery’. The difference in status between the ‘core’ and ‘periphery’ is expressed in the forms of payment of labour (in particular, the brokers are paid a percentage commission on the policies sold) and in access to the social benefits available in the enterprise.

Formation of a nucleus and selection of the staff

The majority of those who form the stable nucleus of the enterprise have worked from the very beginning of its activity. Some of them joined with the founders of the firm, some were employed by them later. The mechanism by which these workers moved from the public sector into the new business was not only the difference in salary, but also the poaching of chiefs and specialists through informal connections. It is important to note that in this case the tendency is not so much to use kin connections as those of friendship and profession.

The history of the creation of the firm Komestra is an obvious example of the formation of the initial nucleus of the enterprise through the poaching of specialists from the public sector through social networks.

‘Many employees knew one another before they came to work in Komestra, it was the main principle of selection of people for the company. At first a circle of acquaintances, of course primarily of the general director, was ‘combed’, but other employees also proposed ‘their’ people. That was how the first level of management was formed. The responsibilities were large, everybody had to be active, it was the key to the success of the firm and of each individual personally. There were failures linked to recruitment for work through acquaintances, some people could not cope with the responsibility, it was necessary to part. Though practically everyone understands that either you can or you cannot work in insurance.’ (From interview with the executive director).

In the Association MZhKstroi practically everyone who supervises industrial activity (construction, auto facilities, auxiliary services) were employed, or more accurately were poached for the new enterprise, as the chiefs of MZhK, not being professional builders, required industrial specialists. Moreover, it was not simply specialists who were needed but people with considerable practical experience of the work and the necessary connections. Age was not especially taken into account. Nevertheless, the founders of the firm knew personally all those invited to head the sub-divisions.

The strategy of management and the channels of selection of staff differ depending on the category of employee. As has already been remarked, in the selection of specialists or for management posts personal connections of the management of the firm are used first of all, and in the search for ‘narrow’ specialists (for example, economists), if it is not possible to find a suitable person through acquaintances advertisements and competitive selection are used.

In the summer of 1994 the firm Intensivnyi korm announced the first competition for the post of engineer of the commercial department. In July 1995 a second competitive selection of the same type was conducted. The personnel department was the organiser of this action. Information about the competition was distributed through the mass media and through the state and non-state employment services. Young people (preferably men) up to the age of 35 with higher education were invited to participate in the competition. Experience of work in commerce was welcomed, but was not an obligatory condition. In 1995 about 50 people responded to this advertisement. The engineer of the personnel department, who conducted the competition in 1995, says that first of all she met all the applicants and talked to them, eliminating those who did not fully meet the stipulated requirements. She kept the documents of all the others, which were closely studied. After this primary selection (on the basis of the first contact and study of the documents) 10–12 people remained. The materials on each applicant were then handed to the president of the company and a personal interview with him was arranged.

High-skilled workers are often brought to the firm by managers who are recruited to the new firm. If necessary new firms use private employment services for the recruitment of skilled specialists and workers.

The Association MZhKstroi searched for a chief accountant, excavator operators and bulldozer drivers through the private employment service Triza-Samara. The choice of this particular employment service was made simply because representatives of this company came and offered their services. The price of the staff recruitment services seemed acceptable to the management, so they concluded an agreement.

As a rule they take on ordinary workers from the street, without any selection, although sometimes appointment is subject to a probationary period.

In the Association MZhKstroi those who are recruited for construction work without recommendations are employed for a probationary period of up to three months. Recruitment for work at the firm Intensivnyi korm, as a rule, is based on a period of probation of two months.

This makes it easy for the firm to get rid of unsatisfactory employees by protecting the firm from any possible claims on their part whereas, if the employee had been employed on a permanent basis it would be necessary to prove infringements of the Labour Code as the basis for dismissing the employee. 

If there are vacancies, the workers needed are sought with the help of announcements in the newspaper, or announcements at the entrances and in the personnel departments of factories. To find low-skilled workers (guards, labourers), announcements are simply stuck up at bus stops in the neighbouring district.

Some new firms use a more careful and complicated procedure for the hiring of staff when they want to pursue a selective policy in hiring people who will form part of the nucleus of the organisation. 

In the insurance company Komestra the procedure for the selection of staff, in particular of ‘the workhorses’, the social insurance agents, comprises several steps. First, there is a selection based on defined criteria in training courses for the insurance business. Then some of those finishing the courses are accepted for work on the basis of labour agreements (fixed-term labour contracts) as social insurance agents. The most professional social insurance agents have an opportunity to join the staff and acquire the status of permanent employees.

More formal procedures and criteria of selection (age, education, practical experience) are used more often and given more practical significance in new firms.

In Komestra, in spite of the fact that middle managers participate in the selection of social insurance agents or ordinary workers since they are going to have to work with these people, candidates also have to meet specific formal demands: higher education and experience of work in their speciality.

One more distinctive feature of employment policy in new firms is the centralisation of personnel decisions in the hands of the founder-proprietors.

In the firm Intensivnyi korm strategic questions on staffing are still decided by the president of the firm. He determines the number of employees, establishes the demands relating to age and education, personally conducts interviews and takes the final decision confirming recruitment. In spite of the fact that typical forms of labour contract already exist both for employees with fixed salaries (for example, employees of the analytical department) and for those whose salaries are determined on the basis of commission (brokers), sometimes the president establishes individual conditions of payment.

As a result, the use of formalised procedures and demands is combined in new firms with the apparently contradictory principle of personal selection on the part of the director. 

As a whole the management of new enterprises combines various channels of hiring — through relatives and acquaintances, competitive, free — for the recruitment of different categories of staff. However, as against large enterprises which prefer to recruit employees through kinship-related channels, in the new private sector, at least in medium-sized enterprises operating in spheres which require a certain amount of intellectual labour, other tendencies are observed. The stress in the selection of staff is shifted, on the one hand, from kinship-related connections towards friendship and professional connections. On the other hand, once the nucleus of the enterprise has been established and it begins to expand, the dynamic changes and recruitment through relatives and acquaintances is replaced by competitive recruitment.

There are some examples of the almost complete rejection of the recruitment of relatives, acquaintances and friends. On the one hand, it is possible to assume that the sharpening of competition will lead to an increase in the demand for professionalism. On the other hand, the owners of private businesses experience more sharply some of the negative consequences of informal collectivism, in which theft and fraud are organised more rapidly. In this situation the employer may sack not just one person caught stealing, but the whole informal group.

Education and acquisition of special knowledge by the workers

While in many medium and large concerns experiencing difficulties the system of professional training and retraining of staff is in decline, new firms, which work in new lines of business, organise systems of staff training.

The idea of providing specialised training of personnel for the firm Intensivnyi korm was realised with the creation in 1993 of an educational centre within the firm. The workers recruited through competitive selection subsequently have to undergo obligatory training in specialised courses. As our interviews show, recently it has not only been those entering through competitions who follow these courses, but also those who have come voluntarily (in particular, analysts) and those recruited to the firm under patronage.

Different types of training are employed: the individual approach to training for all categories of staff, and a two-step system of training.

For example, in the firm Komestra the individual approach to training has taken root on the basis of experience with the mass of people passing through the courses for social insurance agents and the recruitment of specialists and chiefs through newspaper announcements. Here a two-step system of acquisition of the knowledge and skills of insurance work has also been created: initial acquisition of general knowledge, and then choice of specialisation or branch of insurance. The two-step system functions also in the diffusion of specific knowledge. First of all the chiefs and the leading specialists have passed through training courses — they were trained in prestigious places — then they transferred their knowledge to their subordinates (we should remember, that many of the senior employees of this firm have long experience in the sphere of education). The main enterprise is the model for the branches, so that the schemes of work established in the main enterprise are transferred to the branches. 

However, the openness of information which accompanies the process of transferring specific knowledge comes into contradiction with the principles of competitiveness. 

An employee acquiring knowledge and skills in Komestra can leave to work in a competitor firm (many of the competitors were created by Komestra itself or former employees of this insurance company work in them). With the purpose of preserving the information which is significant for the corporation the firm is planning a policy for the retention of its kadrovyi employees.

Thus, so as not to waste their expenditure on training of staff and lose staff with specific knowledge (having information important to the corporation), new firms begin to produce a policy of stabilisation of the kadrovyi employees and preservation of the nucleus of the enterprise. At the same time the availability of a stable nucleus (among other conditions) creates the preconditions for the expansion of the activity of the firm and the hiring of new ‘peripheral’ workers.

So, in Komestra, management decided to increase the size of its staff by creating new jobs when it realised that the collective which had developed could reproduce those relations which had been incorporated as the basis of the development of the company. This policy decision was adopted simultaneously with the policy of preservation of the staff. The expansion of the organisation is associated with some bureaucratisation of its structure. The stratum of technically permanent members of staff will increase by not more than 20 per cent. If they are able to develop private insurance (now the main customers are institutions), there will be a significant increase in the number of social insurance agents working under labour agreements (as insurance of private individuals provides only a small income, they need a large number of social insurance agents to make this activity profitable). The firm is also developing a new kind of activity — scientific-pedagogical. Already a number of employees of the firm (mainly chiefs of the central firm and the branches) are working on insurance in educational establishments, and the creation in Komestra of scientific-pedagogical sub-divisions is proposed for the future. 

Thus, advanced enterprises are interested in the preservation and development of their collectives, expanding their sphere of influence and the scale of their activity.

We do not at this stage have sufficient material to discuss the methods of stabilisation of the nucleus of the labour collective which new firms use, since many of them have not yet reached this stage in their development. Nevertheless, the tendency prevailing today is the short-term and maximum use of the potential of the available personnel. However, the problem of the preservation of a stable and reliable nucleus of the developing organisation cannot be avoided.

The management of the firm Intensivnyi korm does not have a policy of holding on to workers at any cost, though it creates all the conditions for maximum return on a job. This firm, and especially its commercial department, is marked by a singular atmosphere of ‘personal achievement’. The employee’s earnings depend on his or her success in making commercial deals. Therefore each tries to do the best for him or herself, which in the end is reflected in the well-being of the firm as a whole. It is completely normal that there should be a specific kind of ‘natural selection’ among the employees of firm. Those who feel that they cannot cope with the work and begin to lose earnings sooner or later leave. There are only limited opportunities for promotion in the firm (as the number of senior posts is limited, and there is no middle management), so the most successful businessmen, feeling that their personal capacities have outgrown the framework of the organisation, also leave either for their own business or for promotion in another firm. But this does not present any problem for management as there is always a reserve of young people ready to work hard, to prove themselves and to gain experience. And those expenses which the firm has incurred in the training and preparation of the businessmen, it has already got back with interest in the initial stage of their work, when they were seeking to establish themselves in their new profession. Thus, mass competitive selection allows the most effective use of individual activity and increased aspirations of young workers in the interests of the firm. However, recent events in the firm have forced management to consider the problem of the reliability of the staff recruited through competitive selection. Several young businessmen, dissatisfied with the level of pay laid down by the president, over a period of several months, using their knowledge of the accounts department and the market, pocketed part of the profit of the firm and worked in parallel for competing organisations. 

Conclusions

1.	Within the framework of the strategy common to unsuccessful enterprises of the preservation of the number of the labour collective two variants — the ‘conservative’ strategy and the strategy of ‘balancing conservatism’ are observed. In the first case, the stress was laid on the regulation of working hours, in the second these measures were supplemented by the ‘qualitative cleansing’ of staff, carried out by the line managers. Despite the subjective intentions and declared goals of senior management, reductions of staff for economic reasons began to occur in both groups of unsuccessful enterprises during 1994–1995. 

2.	The main attention of the management of unsuccessful enterprises is directed at the control of the separation of staff, while hiring is the most passive element of employment policy. The administration does not impose any particular restrictions on recruitment, nor does the enterprise set any special requirements on those recruited. Recruitment difficulties mean that such enterprises have to follow an ‘open door’ policy.

3.	Another distinctive element of hiring policy in depressed enterprises is its considerable degree of decentralisation in comparison with successful enterprises. 

4.	At unsuccessful enterprises innovations in the field of hiring staff and the use of flexible forms of employment are rare. However, these enterprises are more active than others in work with the employment services. 

5.	Despite subjective distinctions in the approach of senior management and the sequence of steps, objective circumstances — financial difficulties and the absence of real levers of employment policy — have played the leading role in determining that depressed enterprises have come to one result — the number of staff is sharply reduced and the technological and social nucleus of the enterprise is destroyed or in the process of destruction.

6.	At successful enterprises the financial restrictions on employment policy are less rigid and consequently there are greater possibilities of maintaining the traditional policy of preservation of the labour collective at its previous size. However, as against the depressed enterprises, the management of the successful enterprises became aware of the enforced need to reduce numbers for economic reasons and took control of the situation before this process began to occur spontaneously. The purpose of reductions then becomes the preservation of the nucleus of the labour collective through the removal from the enterprise of those workers who are less desirable from management’s point of view and the retention of the more desirable by maintaining or, in the best of circumstances, increasing their wages. 

7.	Analysis of the situation at successful enterprises shows that a policy of minimising the number of staff for financial reasons encounters limits, connected with the need to preserve the enterprise as a purposive industrial and social organism. New outside owners of the enterprises will be compelled to act (or already act) within the framework of the same restrictions.

A relatively more favourable financial position increases the opportunities for a selective employment policy. While the management of depressed enterprises focuses attention on control of the separations of staff, the centre of attention of the management of successful enterprises is hiring policy, first of all of specialists required by the new market structures.

8.	The channels of hiring of different categories of staff are stratified. Alongside the general dominance of hiring through connections of kith and kin for posts of chiefs and skilled workers, for the recruitment of specialists external hiring on a competitive basis is increasingly used. 

9.	There is a tendency to the formalisation of demands made on newly recruited workers and of the appointment procedure, as well as attempts on the part of senior management to centralise the selection of staff. The centralisation of recruitment for work (conclusion of contracts, the formalisation of the family-acquaintance channel of hiring) creates the preconditions for a process of reorganisation of employment at the level of the enterprise which is controllable by management (or the proprietors).

10.	Employment policy in successful enterprises differs in its greater adaptability to financial, technological and social restrictions. At these enterprises flexible forms of employment are more widely used for the regulation of the number and structure of staff.

11.	The newly created enterprises of the private sector are marked by a two-sector model of internal employment, consisting of ‘core’ and ‘periphery’. The two parts of the staff differ in the structure and forms of employment and payment. The chiefs (owners) and some of the specialists included in the ‘core’ work on a permanent basis (are included in the staff). The workers, specialists and office workers who constitute the periphery work on temporary contracts.

12.	Different channels of hiring are applied to different categories of staff: personal connections are used for hiring the chiefs and specialists who comprise the nucleus, while for the peripheral employees recruitment through competitions and free hiring are used. The transition from family to professional-friendship connections is typical of hiring in developing new firms operating in a competitive environment.

13.	In new firms more formal criteria (age, education, practical experience) and more formal procedures of selection are also given greater significance.

14.	A further distinctive feature of employment policy in new firms is the centralisation of personnel decisions in the hands of the founder-proprietors.

15.	While in many medium and large concerns experiencing difficulties the system of training and retraining of staff is in decline, new firms, which work in new lines of business, organise systems of staff training. So as not to lose the costs of staff training and hold on to staff with specific knowledge (information significant for the corporation), new firms also try to stabilise the core workers and preserve of the nucleus of the enterprise. At the same time, the existence of a stable nucleus (among other conditions) creates the preconditions for the expansion of the activity of the firm and the hiring of new ‘peripheral’ workers. Thus, to the extent that private concerns have completed the development and formation of a nucleus of the labour collective, they then face the problem of the effective use of the capacities of their personnel and the creation of the conditions for the firm’s reproduction.

�5. The internal labour market and its structure

Veronika Kabalina

The industrial enterprise is a complex social structure whose development is determined by the interaction between employer strategies and workers’ behaviour. Studying employment at the level of the enterprise, we have confronted not only a variety of strategies on the part of the employers, but also a variety of behaviour on the part of the workers. 

As we have already seen, the strategy of management in the vast majority of enterprises is directed at the survival of the enterprise not only as a technological unit but also, and more importantly, as a purposive social organism. This means, first, ensuring the simple reproduction of the production process in the face of the fall in production and, second, maintaining managerial authority and its control of labour within the enterprise. This authority and control is especially undermined in conditions of economic crisis when management is deprived of most of its positive levers of economic influence. Managerial authority which underpins its control of the production process cannot be exercised through formal hierarchical structures alone, but depends on informal social connections which constitute a network of social relations through which control of the production process is achieved not simply through the control of workers by management, but also through the self control of workers and the control of some workers by others. The simplest case of such a structure is the core-periphery model, in which the core of workers, who constitute the nucleus of the enterprise, control the labour of the peripheral workers. It is most important to understand that this structure is not determined by the technological structure of production but by the social structure of the enterprise as a social organism. The survival of the enterprise as a social organism is the precondition for its survival as a unit of production. Thus the survival strategies of enterprise management have to ensure the reproduction of the informal social networks through which the manageability of the enterprise is ensured. The core of the enterprise which management seeks to preserve does not, therefore, constitute simply those who have the highest technical skills or who perform the technologically decisive tasks, but also those disciplined and reliable workers in all parts of the enterprise on whose activity the reproduction of the enterprise as a social organism depends and who are the key points of the network of informal social connections which forms the social skeleton of the enterprise.

It should be clear that the social nucleus of the enterprise is not a static concept, nor is its composition determined technologically, although it is important for management that those employees who perform technologically decisive roles are integrated into the informal social networks. Those who perform such roles change as the enterprise develops: particular groups of workers play a decisive role in the initial construction and commissioning of the enterprise, direct production workers play a key role in an enterprise which is enjoying stable economic and technological conditions, while non-production auxiliary workers - tool makers and maintenance workers, play a decisive role in an enterprise, such as many Russian enterprises today, in which equipment is worn out and there is little or no new investment. However, even in stable conditions there may be changes in the structure of the enterprise, for example as management seeks to upgrade the labour force and to strengthen or expand its nucleus.

At first sight this analysis corresponds to the two-sector model of the internal labour market offered by �Doeringer and Piore, according to which the labour market is divided into two quite distinct sectors, with weak connections between them. The primary sector comprises well-paid jobs with good working conditions, opportunities for career progression, independence at work and security of employment. The secondary sector comprises low-paid jobs with poor working conditions, little chance of promotion and insecurity of employment which allows the development of personalised relations and favouritism between management and employee. However, while this model is useful for understanding the demand for labour, from our point of view it cannot explain the restructuring of employment in post-Soviet enterprises for several reasons. First, it is a model of stable employment conditions developed in the context of a particular labour market at a particular moment in time. Second, it is one-sided in viewing employment in the enterprise only through the eyes of management.� Thirdly, it concerns only the labour market for workers.

We have developed a preliminary multi-segment model of employment in the enterprise, which helps to explain and to predict the behaviour of firms and workers in the labour market on the basis not only of the personnel policy of management, but also of the behaviour of employees (See Kozina and Borisov, 1996; Alasheev, 1995; Kozina, 1996). While managers are oriented to the survival of the enterprise, workers are oriented to their own survival. Just as managers pursue various survival strategies, dependent on their circumstances, so do workers. The mobility of workers is determined not only by the condition of the external labour market, but also by the technical and social resources which the worker has at his or her disposal and his or her position within the social and technical structure of the enterprise. 

A feature of this model is the fact that it proceeds from the idea of the heterogeneity of labour (both jobs and workers). The second distinctive feature of the proposed model of stratification of labour is the inclusion in it not only of production workers, but also administrative staff, specialists and employees. Finally, we propose this model as a starting point for developing an analysis of the structure of employment at different enterprises, irrespective of the branch or size of the enterprise.

We have used this model for the study of the dynamics of employment – not only for analysis of the phenomenon of labour ‘hoarding’, but also the reduction and restructuring of employment at the three types of enterprises: successful, unsuccessful and new.

We recognise that the stratification of labour inside the enterprise is the result of the collision between the strategy (values and behaviour) of management and the strategy (values and behaviour) of employees. 

The segments of the labour market arise on the basis of a vertical and horizontal differentiation in the structure of employment on technological and on social axes. On a vertical scale employees are characterised by their labour responsibilities and necessary qualifications (level of education), which are closely connected to the technological requirements of production. This is the technical axis of the labour market in the enterprise. On a horizontal scale work and the people are characterised in the terms of working conditions and its payment, responsibility, independence and job security. This can be considered as the social axis of the labour market. However, for an understanding of the dynamics of the structure of employment at the enterprise it is important to differentiate jobs and workers according to their possession of both the technical and the social attributes required for the reproduction of the enterprise as a purposive technological and social organism.�
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The existence of two different structures (technical and social) and their combination is confirmed in practice, in particular in the mechanisms adopted for the reduction of the number of employees which we have observed at many enterprises. As a rule, the general framework for reductions (the categories and number of staff) is worked out by senior management, proceeding from their analysis of the technical structure of the labour force, which is directly related to the technical demands of production. However, the practical implementation of these general directives is farmed out to the line managers. They select the nominees for redundancy, proceeding from their assessment of the social attributes of each worker, that is, taking into account his or her place in the informal social network of the enterprise.

The technical personnel nucleus of the enterprise is not a static concept, its purpose and content (the job structure) can be different at enterprises of different branches and in different periods of the development of the enterprise and in different situations. It is quite obvious that radical changes in the structure of the technical nucleus of the enterprise can occur in the event of the technical reconstruction of the enterprise, and that the possibility of such reconstruction depends on the availability of labour with the appropriate skills. 

The existence of a skilled social nucleus equally increases the possibility of the technical reconstruction of the enterprise and consequently it is very important for management to save this nucleus not only from the point of view of the maintenance of the continuity of production and minimising the costs of retraining, but also of the social process, controllable by management through the nucleus of the enterprise, without giving rise to the large social conflicts which can be caused by technical reconstruction. Thus, the preservation of the social nucleus of the enterprise is necessary for the following stage of the restructuring of employment, connected with technical reconstruction. Therefore the phenomenon of labour ‘hoarding“, which many consider to be an attribute of an inefficient employment policy, can be considered as a rational strategy on the threshold of the structural reorganisation of production at the enterprise. It is possible also to assume, based on the analysis of existing practice, that technical reorganisation can occur without an explosion of unemployment. The enterprises (as a rule large) which are already beginning the process of technical updating prefer to recruit redundant workers within the enterprise. In many cases the reduction of out-of-date jobs is accompanied by the creation of new ones, so the enterprise provides retraining for its staff.

One can agree with the Jackman’s conclusion that in Russia ‘there is no correlation between restructuring and unemployment’ (Jackman, 1994, p. 334), not because there is no restructuring but because, by virtue of the specific behaviour of enterprises and the institutional features of the labour market in Russian enterprises, restructuring does not have to lead to substantial unemployment. Therefore it really is important, as Jackman suggests, to conduct a policy of providing financial support for enterprises. However, we consider that help should be given not only to those enterprises which are creating jobs and taking on new workers, as Jackman proposes (p. 344), but also to those which, instead of dismissing workers with out-of-date skills, retrain them and transfer them to new jobs within the enterprise. This help should go to maintain and develop the system of training and retraining at these enterprises.

The strategies of the workers in conditions of falling incomes are personal survival strategies aimed at the maintenance of a ‘normal’ standard of living. The workers are interested in jobs which can provide them with high and stable earnings.� Some achieve this by using their key position in the enterprise,� others combine primary with secondary employment, for a third group the opportunity to increase earnings consists in frequent changes of job. The mobility of the workers (voluntary and compelled) is determined not only by the situation in the external labour market, but also by the technical skills and social attributes which the worker has. Technical skill is the professional skill and experience of the worker. The social attributes are defined by the position of the worker within a network of social connections. In a broad sense the social attributes of the worker include his or her position not only within the networks of social connections within the enterprise, but also those which extend beyond its framework.� Possession by the workers of specific social attributes which define a favourable position within these social networks allows him or her not only to advance up the career ladder within the enterprise, but also ‘to strive’ for friends and relatives, to act as referee for their recruitment to the enterprise, and thereby also to strengthen his or her own networks. 

We distinguish four main segments of employment inside the enterprise – key, industrial, professional and marginal – which are defined by the intersection of the technical and social axes according to the presence or absence of the specified attribute. This segmentation does not coincide with the official statistical division into the categories ‘manager, specialist, employee, worker’.

Key segment

This segment includes employees who have firm-specific skills, which are acquired not so much during special professional training in educational establishments as during practical work on the job. Therefore a substantial part of those belonging to this segment are older and have long experience of work at the enterprise, typically these are employees over forty years old. The specificity of their skills does not by any means imply that these skills are necessarily narrow or highly specialised. On the contrary, these are in large part ‘universal workers’, able to free up a bottleneck at the enterprise. And on the job they frequently execute not only their own specific functions (for example, they will also repair the equipment on which they work). They have the guarantee of a job, relatively high earnings, a high degree of independence and responsibility and the opportunity to progress inside the enterprise. Their position inside the enterprise is strong not only because they do work which is essential to the existence of the enterprise, but also because they are closely integrated into social networks and occupy a strong position in the informal relations of the enterprise. Thanks to this solid social position they are able to maintain their high level of wages, despite fluctuations in production. That is, these workers gain their income by using their position within the enterprise. They rarely have secondary work outside the enterprise, but they can increase their earnings by taking on supplementary jobs (sovmestitel’stvo) or participating in informal secondary employment (participating in the informal, shadow economy) within the enterprise.

This segment can be called the nucleus of the enterprise because these are the workers who have a high degree of identification with the enterprise and the lowest external mobility in comparison with other workers. Their low mobility is explained not only by the fact that they may find it more difficult to find appropriate other work because of their firm-specific skills, but also because they do not want to lose the social attributes which can only be rebuilt in a new place of work over an extended period of time. 

The key segment includes not only production workers, but also administrative staff and some specialists, mainly those on the technical side.

This segment is rather closed. On the side of both the workers and management there is a conscious strategy aimed at ‘closing’ some jobs to ‘outsiders’, including both workers from the external labour market and other workers of the enterprise (Monousova and Guskova, 1996). Such a strategy promotes the segmentation of the internal and external labour markets.

One of the results of this strategy is the cutting off from this segment of those workers who are on the bottom rungs of the hierarchy in this segment, not primarily on the basis of their skill level but more on the basis of their social attributes. As a rule these are workers who are highly skilled but who have still not worked long enough in the enterprise (less than ten years) and are too young (25–35 years old). Their more marginal social position does not allow them to increase their earnings by as much as the workers belonging to the nucleus. Therefore secondary employment beyond the framework of the enterprise, more often in another trade, is more characteristic of this category than of any other. Hereafter, to increase or to maintain their incomes, they can follow one of two strategies: they can continue to work at this enterprise in the hope that in due course they will be admitted to the nucleus of the enterprise. But to do this they need to be confident of their chances of progressing. If they meet obstacles on the part of their senior colleagues the probability increases that they will decide to leave the enterprise. 

In this case there are also two possibilities. The first is to transfer to a related enterprise in the same trade or profession. However, in this case, they usually lose out because of the depreciation of the social attributes which they have built up in their own enterprise: at another enterprise they have to start again from zero. The chance of progress here is small, as these jobs are filled and protected by the workers belonging to the nucleus of that enterprise. The other possibility is to move over to concentrate on what was their secondary employment, which thereby becomes primary. This move is very frequently connected with a change of trade and reduction of status, though frequently results in a growth of earnings, particularly if the person is able to exploit the contacts established within former social networks.� This part of the key segment is characterised only by voluntary mobility – these people are never laid off, and only very rarely are they dismissed for even serious disciplinary violations. 

Industrial

This segment also includes employees with firm-specific skills (assembly workers, assembly-fitters, workers on the track, machine operators) with some chances of progress inside the enterprise, but with lower levels of education or training and skill, a lower degree of autonomy and responsibility and lower wages than those who form the nucleus. Here there are quite a few women and young workers, and also the more junior office workers (the majority of whom are women). Secondary employment is rare for this group and they have a low level of voluntary mobility. Because of their relatively low level of skills and qualification they are less competitive in the external labour market and consequently prefer to remain on the staff of the enterprise. The preference for employment in the enterprise over the search for new work is reinforced by their attachment to the social nucleus of the enterprise, which allows them to extract some economic advantages in the form of social (non-wage) benefits. Workers from this segment are more often sent on administrative leave.

Professional 

This is the segment of the workers the content of whose labour is less specific to the given enterprise, though their skills and qualifications may be high. They enjoy relatively high wages and independence at work but, on the other hand, have relatively low chances of progress inside the enterprise. These include particularly the so-called auxiliary workers (mechanics, electricians, welders, building trades), that is, workers with universal trades, workers in the non-productive sphere, and specialists in non-technical occupations (economists, designers). On the one hand, the workers of this segment frequently demonstrate high mobility, as they can find work in their speciality at other enterprises. On the other hand, the prospects for progress and in general the stability of their jobs is not so high: it is particularly this segment that is frequently involved in organisational restructuring of the enterprise, for example with the abolition of research divisions inside the enterprise, the separation of building sections into distinct organisations, the transfer of social facilities to the municipality, the creation of new economic divisions (sales, marketing and so on), all of which indicate that social stability is not such an important consideration in the organisation of the work of this segment of the internal labour market.

Marginals

This is the most unstable segment of the labour market in the enterprise. Basically it comprises low-skilled workers (general labourers, cleaners, doorkeepers, odd-job men) who have little on-the-job training, no job security, low pay and poor working conditions. This segment is typically marked by low discipline and this segment has the highest external mobility. It is the most open segment of the labour market of the enterprise. The workers who belong to this segment seek higher earnings not by building up their skills and qualifications nor by using social networks (because of their limited experience of work at any one enterprise they have no time to be integrated into the social networks of the enterprises and to develop social contacts), but through frequent job changes. This segment includes some of the recently recruited young workers who have completed professional training in educational establishments but have not yet found their social position.

Changes in the structure of the internal labour market

One might assume that the technical structure of employment is more flexible than the social structure of the enterprise. And management is ready to move the boundaries of the enterprise at the expense of the professional and marginal segments, which are not a part of the technical and social nucleus of the enterprise, when it makes its more superficial reorganisations – closing peripheral shops, research divisions, the non-productive sphere. 

The professional and marginal segments are more closely connected to the external labour market. It is these segments which absorb temporary workers and foreign labour, the use of which makes it possible to reduce wage costs in order to increase competitiveness (temporary, and particularly foreign workers, force down the salary of the professional and marginal segments), while making it possible to maintain the relatively high wages and secure employment of the industrial and, to a lesser extent, the key segments. However, the reduction of jobs in the industrial segment is possible as a result of the technical reorganisation of production and the displacement of the workers of this segment will result in structural unemployment since they have limited transferable skills.

This classification leads us to a hypothesis about the restructuring of employment in enterprises. Changes in the external environment (the economic and political situation as a whole, institutional reforms and so on) lead to the reduction or, if the resources are available, the preservation of one segment of the internal market (the nucleus), but the number of jobs which belong to the other segments expands (absolutely or relative to the nucleus). This means that the number of the workers in unstable employment is increasing. However, the dynamics of employment and relationship between the various segments of the labour market inside the enterprise and its ‘openness’ to the external market are different for successful, unsuccessful and new enterprises.

�6. Secondary employment of employees of industrial enterprises

Inna Donova and Lena Varshavskaya

The contemporary situation in the labour market is a result of the socio-economic reforms begun in Russia at the end of the 1980s and further developing over the last five years. These reforms have led to the emergence of quite new conditions of life. Among such conditions are the rejection by the state of the policy of guaranteed employment, the increased scale of open and latent unemployment, the sanctioning on the part of the state of a range of different kinds of employment (employment–unemployment, full-time and part-time employment, employment in various sectors of the economy, self-employment etc.) and expansion of the boundaries of the labour market, with even the possibility of travelling abroad to study and work. Apart from this, inflation and the simultaneous ending of goods shortages have significantly increased the demand of the population for current incomes. However, the possibility of increasing incomes is limited for many people as a result of the reduction of subsidies to finance unprofitable branches of production and the social sphere, delays in the payment of wages and the growth of short-time working. All these changes have appeared in a very compressed period of time. It is obvious, therefore, that one can characterise the contemporary condition of the labour market as a combination, at times quite strange and contradictory, of traditional and new forms of behaviour, aims and motives, formed as much by the previous experience of work in the framework of the state socialist economy as by the limited, but nevertheless already significant, experience of life in conditions of transition to the market. 

One of the mechanisms by which the population adapts to changing conditions of economic life is secondary employment, to the consideration of which this article is devoted.

For the following analysis of secondary employment it is necessary to provide a definition of the concept since, despite the wide use of this term, it still has not acquired a generally accepted and unambiguous meaning. In some cases work on a private agricultural plot and home working, which make it possible to economise on expenditure from the family budget, is included. This widened meaning does not appear to be appropriate since it characterises a natural rather than a market economy. Overtime at the principal place of work should probably also not be included in the sphere of secondary employment since it relates exclusively to the internal needs of the enterprise and the internal labour market. The main thing is that for the workers overtime is an official activity within the framework of their own specialism, the organisation and payment of which is stipulated by a collective agreement.�

The authors understand by secondary employment only employment which is connected with the receipt of additional income. A source of additional income can equally be work at the native enterprise (in this case labour should be limited to the normal length of the working day established by law) or at other enterprises, for private persons or self-employment.

Existing data on secondary employment

Although frowned on, secondary employment was widespread in the Soviet period, and was the only way in which workers could be found to do the less desirable jobs. About 2% of the working population did additional work as an officially registered supplementary job (po sovmestitel’stvu) in 1982, either during their vacations or after hours, and by 1987, when the legal framework was more favourable, this had more than doubled. These figures were roughly in line with rates of secondary employment in the US (5%) and the EU (2-3%) (Khibovskaya, 1995b). Two per cent of the working population still did secondary work on this basis in 1994 (Vychislitel’nyi tsentr, 1994). In addition to registered supplementary jobs, there was certainly a great deal of unregistered secondary employment in Russia, but there are no accurate estimates of its extent. 

The main data on secondary employment in contemporary Russia derives from VTsIOM surveys which have covered the subject systematically since 1993.� About 5-6% reply to VTsIOM surveys that they have second jobs, with a further 10-15% reporting irregular secondary employment (the question asked is: Apart from your main occupation, have you had any other kind of work or occupation bringing in additional income in the last month?). Some people believe that this is an underestimate, but the Federal Employment Service estimated in the middle of 1994 that about 11% of the working population was involved in secondary employment. According to Goskomstat data between 1992 and 1994 the proportion of those employed in large and medium enterprises in secondary jobs or on short-term contracts increased from 3.7% to 7.8% of the total, but Goskomstat estimated that large and medium enterprises, which account for 80% of primary employment, account for less than 50% of secondary employment (Popov, 1995, p. 28). Other surveys indicate that around one third of those on unpaid administrative vacation have second jobs. 

Eight-four per cent of those with second jobs say that they do them in order to increase their income, although only one third are confident that they would give up their jobs even if they earned good money in their basic job. However, second jobs are not primarily the means by which the destitute survive: those in the best position in the primary labour market are also in the best position in the market for second jobs: men, the young, the more educated, those in larger cities, those working in the private sector and those in senior management and specialist posts are more likely to have a second job, to work longer hours in it, and to earn more from it.� 

It is important to stress that the overwhelming majority of the working population do not have second jobs. Two-thirds of the working population have no interest in finding additional work, 48% in 1993 and 40% in 1994 saying that they are not in a position to do additional work, 28% (34% in 1994) believing that they would not be able to find any. It should also be stressed that work po sovmestitel’stvu is still the most common form, with one fifth of people doing their second job at their own place of work and about half those whose main job is as a waged employee do a second job which is a similar basic type of activity to their first, another quarter doing second jobs which do not require any skill. Only 17 per cent of second jobs involved private trading in July 1994, which belies the common impression gained by the casual visitor to Moscow of a seething mass of people doing second jobs in the new private sector. 

Secondary employment does not contribute a great deal to the development of skills. Twenty eight per cent say that their second work does not require any professional training, 37% that it requires less skill than their main work, 30% that the skills required coincide and only 15% say that their secondary work requires more skill than their primary job.

The average duration of secondary employment has fluctuated quite a lot between surveys (although the samples are small), and fell between 1993 and 1995, after which it stabilised at an average 18 hours a week in 1996. Over half work less than 14 hours a week in their second job, although 9% in 1996 worked more than the legal working week of 41 hours (13% of those with a regular additional job), indicating that their primary jobs made only formal demands on their time.� While about half of those whose main job is in the private sector work between 14 and 28 additional hours a week and only 6% more than 28 hours, 19% of state sector workers work for more than 28 hours a week in their additional job, while 63% work for less than 14 hours a week. This would seem to indicate that for private sector employees a second job provides supplementary income, while for state sector workers either the main or the second job is clearly dominant.

The 1996 VTsIOM survey found that those with their first job in the private sector tended to have their second job in the private sector, and were the best paid in both primary and secondary jobs. One third of these people offered services as their second job, 13% did their second job in their own enterprise. Only 44% of those with their first jobs in the state sector had their second job in the state sector as well. This last category, of people with both jobs in the state sector, worked the longest hours for the lowest pay. Eighty per cent were sovmestitel’nyi: 56% had their second job in their own enterprise, 25% in another. The only group to earn more from their second job than their first was those state sector workers whose second job was in the private sector, although only one in five of these did their second job regularly, and their second job was much more often less skilled than their main job (40%) (Khibovskaya, 1966).� 

The general picture which emerges from the survey data is of a relatively small proportion of the working population holding regular second jobs, the majority of which still take the traditional Soviet forms, with a rather larger proportion of the population working irregularly in various kinds of secondary employment. For some people the first job is purely formal, the second job is where they really work, but for most people secondary employment is subsidiary employment, a means of making additional income by working some additional hours. 

Kinds of secondary employment

In order to supplement the sparse information available on secondary employment from survey data we included some questions about secondary employment in our semi-structured work history interviews with employees in the enterprises which were the focus of our research, and also interviewed staff of the personnel departments and line managers about the question. This did not constitute a systematic survey, so we are not in a position to estimate the scale of secondary employment, but it does provide us with a deeper insight into the types of secondary employment and their role in employment restructuring and the development of a labour market.

First of all we shall concentrate on formalised, i.e. legally registered, variants. The first point to note is that, contrary to the widespread stereotype of secondary employment as being overwhelmingly informal employment, half of the cases identified among the workers we have interviewed related to legally made-out agreements. This corresponds to the VTsIOM findings discussed above.

Supplementary Work (po sovmestitel’stvu)

In the past (4-5 and more years back), this was the most traditional kind of formalised secondary employment, especially widespread among ordinary specialists and line managers. Most frequently supplementary work was in low-skilled labour with corresponding levels of pay. So, among the most frequent supplementary trades referred to by the majority of employees of the personnel departments interviewed were jobs such as cleaner, technician, loader, record-keeper, accountant, archivist, etc.

Supplementary work was usually carried out at the principal place of work, which made it possible for the worker to carry out the work (completely or, at least, partially) during normal working hours. As a result the problem of the co-ordination of the schedules of main and supplementary work was usually resolved successfully, otherwise this was often an insuperable barrier to those wanting to do additional work. Now the frequency of this kind of additional work has decreased somewhat. Among the reasons for this is the appearance and legalisation of other variants of secondary employment, the economic disadvantage of this kind of additional employment for the employee (since it is paid at only 50 per cent of scale pay), and the refusal of enterprises to allow additional work in conditions of increasing labour supply on the labour market. The general tendency characteristic of the enterprises investigated by us is that many of the jobs which in the past provided additional places of work for those combining jobs have become the principal jobs for workers who have moved into them as a result of staff reductions, or the jobs have simply been liquidated. We should note that, according to the workers themselves, this kind of additional work does not provide a substantial addition to their wages, increasing them by not more than 30-50 %. However, in their opinion, the advantage of this kind of additional work is the fact that it provides a regular and relatively stable source of additional earnings.

Work on short-term labour contracts (agreements)

As against additional work, which assumes the fairly constant and long-term additional employment of the worker, work on labour contracts is in most cases a short-term situational form of secondary employment. The term of such work is usually limited to the time required for the fulfilment of a certain order (or volume of work). It has become quite widespread at the enterprises investigated by us over the last 2-3 years, which is related to the instability of their production programmes and the unstable financial-economic situation. In our opinion, the distribution of work under labour contracts as a variant of secondary employment has become one of the adaptive reactions of enterprises and workers to changed conditions of economic activity.�

Originally (2-3 years back) the subject of such agreements usually comprised the fulfilment of various sorts of single, urgent or seasonal jobs for outside organisations, the general population and its own enterprise, not connected with its own industrial program. The spectrum of such work essentially depends on the production profile of the enterprise, its technological opportunities. Among the most widespread kinds of such work are things like the manufacture and installation of various metal constructions (doors, railings, garages etc.), construction-repair work, preparation of welfare projects (children’s camps, factory houses of rest and profilactories for the spring and summer season, housing and municipal services for the cold season) and transportation services. If similar kinds of work had to be carried out at the enterprise itself the management first of all offered work to its own workers, concluding an appropriate labour contract with them (if the work is to be carried out outside their normal working hours), thereby giving them the opportunity of getting additional earnings. In conditions of partial capacity working some enterprises have tried to stimulate contracting for work for outside organisations and the general population. So, for example, KEMZ has adopted an official ‘Rule concerning independent work’, regulating the procedure for the registration of such orders. However, this attempt was not successful and such work has not become widespread. The reasons for this are that the work on such orders has turned out to be unprofitable for both parties: both for the customer (the overhead charges significantly increased the cost of the work), and for the direct executors (because of the small size of earnings, practically always less than for work carried out ‘directly’, i.e. without the formalisation of a contract). Besides, the equipment and the organisation of the production process in the enterprises themselves are not well adapted to the fulfilment of small volume orders.

‘For example, the order for welding iron garage gates at the 1994 price came to 500 thousand. From this, wages had to be deducted: ITR – 40 thousand, two workers – 80 thousand each. The rest of the money went upstairs as overhead charges’. (deputy of the chief of welding shop, KEMZ)

‘Pensioners frequently come, one of them comes to the chief of shop with a paper which has been made out by the factory management, he presents a bottle in a trembling hand – here’s to you, guys, you work well, I have paid my whole pension. And we cook up something like a cover for his cellar for him, and he inspects it minutely and sniffs all around it — “hey, something here is askew, yes it should be curved here” ... In general, we only take on such work under pressure from the chief. And there is nothing left for pay, kopecks, and the bother... And so when somebody comes from outside with an order, without any paper, yes with his own hardware – that is a godsend. And I do not care how he got in here, how he has got his materials in and how he will get them out’. (foreman, KEMZ)

Nowadays labour contracts are used not only for the kinds of work noted above, but also are quite often used for the fulfilment of the immediate production programme of the enterprise. The conclusion of such labour agreements means that the worker continues to do his or her usual work, only outside the normal duration of the working day. One can say that such work under labour agreements acts as a transformed form of overtime work. This kind of secondary employment has become most widespread at enterprises, which experience a shortage of workers. So, the number of employees at Tokem (at least in workers’ trades) corresponds to that required for minimum capacity working. When the company receives a large order for finished products they conclude labour agreements with their own workers for the fulfilment of a definite volume of work. The participants in these agreements are both the workers engaged directly in production and line managers (foremen, chiefs of shifts and sections) responsible for the organisation of the production process. According to the workers, such additional work in the course of a month can amount to from 2-3 up to 10-11 shifts.

‘To earn extra money we often have rush jobs, and sometimes also the overhaul of the equipment. Earlier in the producing shops there were 10-12 repairmen, but now at best 2-3 people remain. What can they do?! They only patch holes. And our equipment wears out in any case — sometimes it works, sometimes it doesn’t. So we repair it after work under agreements. During normal working hours there is only time enough for immediate repairs.’ (repair mechanic, Tokem)

‘We now cook our resins under labour agreements. We began to do it at the end of 1993, when the factory began to work on particular orders. But they come rather irregularly. Therefore it is unprofitable to keep superfluous people. And it is good for people too — There is the opportunity to earn extra money to live.’ (shift foreman, Tokem)

Work under labour contracts has both economic and social aspects, which, in our opinion, deserve attention. First, it is more favourable to the worker than overtime work, since payment is much higher. As is well known, the payment of overtime depends on the size of the hourly tariff of a time-worker, while the size of earnings under a labour contract is usually the result of a bargain between the two parties to the contract. According to the workers, the additional earnings from work under labour agreements is usually equivalent to a month’s basic wage, otherwise they would probably refuse to take on the work offered. Moreover, the money earned under a labour agreement is paid with smaller delays than main wages and this makes it even more attractive for the workers. This is connected with the fact that the work is taken on in relation to a specifically financed order, and also with features of the calculation and accounting for overtime and contractual money. Secondly, it is favourable to the enterprise as well, since it allows it to smooth the zigzags of the production programme and not to have to maintain a reserve of people in case of the arrival of a large order. This is the economic aspect of work under labour contracts. 

This kind of work also has a social significance in that it increases the dependence of workers on their line managers (above all on shop and section chiefs), who usually decide who will participate in an agreement and drum up and distribute the money for completed work. Moreover, work under agreements is used by shop management as a means of holding onto the workers necessary for the division, as it allows the latter substantially (quite often by 2-3 times) to increase their earnings.

Formalised kinds of secondary employment have been considered above. At the same time, a significant number of workers are involved in the informal sector of secondary employment. We shall characterise this now.

Commercial activity

According to the materials collected during our research, the majority of the workers in industrial enterprises either do not generally participate in the sphere of shuttle and stall trade, or their participation in it is rather incidental (mainly during administrative vacations, on free days when working on a reduced working week) and is limited to the fulfilment of various sorts of subsidiary work (helping friends and relatives in selling goods, in their protection, transportation). It should be noted that, in the opinion of the majority interviewed, capital, connections and certain individual psychological qualities and skills, which they do not possess, are necessary for successful work in this sphere.

‘I had to earn extra money once, last year, when they sent everyone from the line on administrative leave, my husband was also without work at the time. I tried to trade in children’s socks. Some relatives of a neighbour came and brought some children’s knitwear at a low price, which they offered to sell. I stood in the market with these socks for about a week, I sold a few, but did not make any profit, I only wasted my time, either the goods were not fashionable, or I do not know how to trade.’ (woman worker of chocolate factory).

Apart from anything else, the developing professionalisation of this sphere (if this word does not sound strange in its application to wild street trade) means that commercial activity demands constant employment and, hence, makes it impossible to combine it with (non-fictitious) work in an industrial enterprise.�

The location of an enterprise in a small provincial town also impedes the employment of its workers in informal commerce. In this case, strong social control compels the worker either to do it only during free time (that is irregularly, unprofessionally, for a low level of income), or to leave the enterprise and to make trade his or her chief occupation. However, in conditions of a narrowed labour market this is very risky — a job will be irrevocably lost, and in case of commercial failure there will be nowhere else to go.

Some forms of secondary employment involve the sale of the enterprise’s own products. True, this is generally characteristic of a rather limited circle of workers in enterprises producing consumer goods. Usually products are allocated to ordinary workers to the extent of the wages not paid to them (at wholesale factory prices). Their sale allows the worker to obtain cash and to make some additional income (through the difference between the prices). 

I sometimes take my salary in the form of our shop’s products — film, polyethylene covers, basins, bucket. I take all this to my relatives in the country (they still do not have these things at the moment) and I sell them. I make a profit and people benefit.... But not many of our workers do it. They say: We do not know how to trade, but you have talent — You could even sell snow in the tundra in winter (female operative, Plastmass).

Some workers (mainly line managers with long experience of work at the enterprise, in general, ‘tested cadres’) may be issued with large consignments for sale on favourable terms (for example, with an extended period before the money has to be returned). In this case the additional income is received not only on the basis of a difference of the prices, but also as a result of the turnover of money.

Rendering services to the population

This is certainly one of the most widespread and long-established variants of activity of workers in the sphere of secondary employment, especially in its informal sector. Above all this involves the manufacture of various products which are in constant demand (beginning from bolts, nails, angles and other ‘small parts’ and finishing with garage gates, coffins, metal doors and railings). Most of this work is done directly in the workplace, using the factory equipment, materials, and quite often during working hours. Workers of non-production departments (repair, tool-makers, transport) have the most opportunities to do this kind of work.

From a researcher’s field notes: ‘Manufacturing of everyday necessities during working hours using factory materials is a fairly widespread phenomenon among the adjusters, fitters and other workers who have spare time during the working day. There was even a certain specialisation: in one shop they make knives, drills with attachments, in another shop — piano hinges, in a third — taps and rubber seals for them, in the joiner’s shop — laths, beads, wooden items; in the watch producing department they repair watches.

The incomes received from this activity fluctuate substantially and depend both on the labour of the worker and on the demands of the market. We should note that it is not only the direct executors of the orders who receive incomes, but quite often the foreman (or other line managers) as well for the fact that ‘they do not see more than they should’.

Formal employment (work under labour contracts) frequently not only peacefully coexists with informal work, but is also one of the necessary conditions for the prosperity of informal employment, which it would otherwise be necessary to call criminal. At the same factory, ZiM, the opportunity to conclude contracts for small production orders allows the chiefs of divisions to pay additionally for work on these orders, by-passing the cash department of the factory. Sometimes small consignments and individual orders are not formalised in contracts. Moreover, they also make various parts on the orders of other divisions of the factory which work is also paid additionally and included in the workers’ wages.

Other services provided to the population are carried out outside the ‘native’ enterprise. This involves such things as the repair of automobiles, construction and repair work, transportation services, and sewing and knitting to order etc. Such forms of activity in the sphere of secondary employment are characteristic of those workers who either have a second speciality, or whose main speciality meets the needs of the market. On the whole, the availability of an additional speciality or well-developed skill significantly improves the position of the worker both in the primary labour market (it creates a ‘fan’ of opportunities for him or her) and in the market for secondary employment. Sometimes such secondary employment becomes in fact primary not only in the size of the income received, but also because it begins to impose constraints on the primary job (its schedule, intensity of labour and so on).

Secondary employment of workers at enterprises of various types

Each enterprise that we investigated provided plenty of food for reflection about the place of secondary employment in organisations belonging to different branches, conducting various personnel policies, having various personnel structures etc.

It is natural that the richest material on secondary employment from the point of view of the scale, variety and dynamics of development of this phenomenon is provided by the old, former state, enterprises. 

First of all, as the situation of many of them cannot possibly be described as prosperous and delays in the payment of wages and partial employment have become common, it is precisely here that additional earnings have become especially widespread. On an approximate count, no less than half the workers questioned by us in unsuccessful enterprises have now or have in the last 2-3 years had additional work (constant or occasional). At the more successful enterprises 20-30 % of the workers have worked in the sphere of secondary employment.

A significant proportion of the workers at these enterprises have a substantial length of service, so that we can identify several stages of the involvement of people in the sphere of secondary employment through their labour biographies.

Before the reforms, in ‘Soviet times’, the majority of workers, especially of kadrovyi workers in the main trades, had no additional earnings. When the researchers asked them why, many reacted with bewilderment: work at the factory gave decent earnings and they were fully occupied. The underlying sentiment was generally that ‘earlier there was not enough time and there was enough money’. Since 1992 tightening of the material conditions of existence has touched practically everybody. At first people began to find themselves short of money, but the workload at the main place of work was still substantial, and this partially constrained the extent of secondary employment. However, after year or a year and a half, when mass long-term ‘administrative leave’ became systematic (at some enterprises their duration reached 3-4 and more months) ‘there was plenty of time but now there was not enough money’. This gave a powerful push to the development of secondary employment. It was precisely at this time that workers who in the past had not thought about other work were compelled to begin to search for it. The channels they went through were traditional: recruitment with the help of relatives and friends, phoning in response to advertisements, independently making the rounds of organisations.

‘When the shop stopped for 3 months, I worked as a loader in a greengrocery — my wife works there. It was unofficial, I was not registered, they simply paid cash.’ (foreman, KEMZ)

‘The first time I began to search for work was in January when they released us for three months of factory leave. Actually it turned out to be only a month, but I had time to work 14 shifts as a seller in a kiosk. And in half a month I earned more than twice as much as I earned in a month at the factory. In the kiosk they recruited friends, the place was brisk, they asked me to stay there. I could and I wanted to, but after a while they called the shop back to work, I had no time to get used to trade’ (record-keeper, KEMZ).

‘For seven months I earned extra as a watchman in a state shop (my shop was not working at that time), because the console of the security indicator system was being repaired. I also worked there in an additional job as a driver (using my own automobile) and as a loader. I found this work very simply: my sister is the director of this shop.’ (foreman, KEMZ).

We should note that during compulsory leave many workers have experience of work in different conditions for practically the first time in their life, and have been forced to prove themselves in a new sphere of labour activity. One can assume that the acquisition of such experience, even though it is short-term and not always positive, can affect the further labour market behaviour of the workers.

Since 1995, especially from the second half of the year, the situation with additional earnings is characterised thus: ‘Now it is possible to find work, but it is more difficult to find money’ (referring to payment of wages in cash, without delays).

‘In general earning extra at the factory is now ineffective: well, I could pick up the orders for seven jobs, but all the same there isn’t any money — not for one job and not for seven’.

‘Now it is possible to earn extra here, doing repairs, for example, but there is not much sense, because there isn’t any money’.

The above statements concern first of all ‘factory’ jobs, which are intended to meet the needs of the native enterprise. The main source of additional income for workers of unsuccessful enterprises becomes work beyond its walls.

During conversations about places of additional work the following points emerged. 

First, as has already been noted above, the opportunities for additional work in one’s own workplace have narrowed over the past two to three years. Many organisations in which additional labour was traditionally used in the past (for example, budget organisations, municipal services) now refuse their services.

Earlier I earned extra as a technician — I washed the floors in the entrances.... And I would continue to do it today, but in the housing administration they say: ‘we need full-time technicians’ (female operative, Tokem).

Second, the whole system of organisation of labour and production, particularly in medium and large industrial enterprises, has barely changed during the last 4-5 years, and is not adapted to temporary work (for several months or weeks) and, especially, for working a partial working day. The only exception is a small circle of jobs which, because of their specificity (for example, seasonality), traditionally continue to remain within the sphere of supplementary employment (for example, cleaning of snow from roofs, repair jobs, work connected to preparation for winter etc.).

Third, the sphere of secondary employment is in the main small, more often non-state, enterprises, work for private persons and also self-employment. 

Secondary employment at unsuccessful enterprises is important because this type of enterprise is not able to ensure a reliable and stable main income for its workers. The workers of such enterprises earn additional money mostly outside the enterprise and mainly during administrative leave and leave without pay, as the traditional schedule of work typical of industrial enterprises makes it difficult to combine a job with regular work in another place.

Secondary employment in prosperous or, more precisely, relatively prosperous enterprises has some specific features. On the one hand, these enterprises are usually working at higher capacities and production shops either do not stop work at all, or stop for a shorter period (a few weeks). This fundamentally limits opportunities for additional work at other enterprises. On the other hand, the reduction of real wages and delays in their payment (even if not so long) are characteristic of these enterprises as well. Therefore, here also the workers do not miss a chance to earn additional money, however they do this at their main place of work more often than do workers at unsuccessful enterprises. This is the case, for example, with the regime of additional shifts at Tokem described above. 

Sometimes supplementary work is imposed on the workers by the shop management.

‘Once a week I clean the mixing chambers, this is an extra two hours work. The work is rather heavy, but it does not take a lot of time, and it adds 200 thousand roubles to my salary for the month. The addition is insignificant, the chief of shop asked me and I could not refuse, it is not difficult for me.’ (woman worker at the chocolate factory). 

Obviously, fear for their jobs and the increased dependence of workers on middle management forces them to take on such undesirable additional work.

At ‘new’ enterprises, themselves examplars of non-traditional employment policies, secondary employment is less widespread than at former state enterprises. This is obviously connected with the higher incomes of their workers and with the high intensity of labour in them (‘there is neither time nor energy left for additional work’). We should note, however, that the basic responsibilities of the employees of new organisations are quite often so wide that they are able flexibly to compensate for a temporary lull in their primary activity by taking on additional work. That is, their primary activity allows them to take on additional work.

Apart from this, the majority of cases of additional work known to us in new enterprises are directly connected to the worker’s basic trade (or with an adjacent one). For example, if this is insurance, additional earnings are brought in by work in another firm within the framework of the same speciality of insurance agent; if this is construction, seasonal teams are formed, which carry out construction and repair work in the shortest possible time and with low overhead charges, that allows their participants (who usually possess several building specialities) to earn decent incomes.

We should also note that workers in the new enterprises, the majority of whom have high general and special qualifications, look to additional work for such things as variety, ‘acquisition of work contacts’, creation ‘of a starting platform’ for further independent activity (this finding is confirmed in the VTsIOM surveys). The general tendency is that the employees of new enterprises aspire to the achievement of a constant and normal income level, using, first of all, the opportunities of their main job.

Social factors influencing the behaviour of workers in the sphere of secondary employment

‘Subjective’ factors (factors connected to the social-demographic characteristics of the worker)

One of the most significant factors determining the people’s strategy in the sphere of secondary employment is, apparently, educational level and qualifications. The higher is the qualification and educational level, obviously, the more competitive and adaptive are the workers in the labour market, the wider is the spectrum of their opportunities in the labour market and the more active they are in looking for additional work. Our observation, partially confirmed by statistical data, indicates that higher education is connected with a significantly more active search for additional work. The situation is typical of industrial and construction enterprises in which ITR (in the main line managers and shop specialists) are combined in ‘complex teams’, made up of various kinds of specialists, and moonlight for owners of dachas, private homes or simply carry out ordinary or large-scale repair of urban apartments, and also carry out similar work at their own enterprise.

‘We are a permanent company, we are like a moonlighting brigade, we look for work on our own or through friends, and after work, or on free days, or during vacations, we work. What do we do? We make everything! Iron doors, balconies, railings, repair the heating, we strengthen garages. How else could I have bought two automobiles?’ (foreman of a welding section of KEMZ).

The sex and marital status of the workers play an extremely important role. Secondary employment is more widespread among married men and single mothers. The first take on extra work in the attempt to improve the material situation of the family, the second to support themselves and their children. Married women take on less additional work than married men — the stereotype that in case of material difficulties the man must be the first ‘to rush to the barricades’ is still strong: ‘My husband is earning normally for now. If there isn’t enough money, let him worry about it’, ‘my husband has always earned good money’, ‘my husband does not do badly — why should I work?’. If the husband and wife are both involved in additional work this usually implies an extreme degree of need (at least in the case of industrial workers, in families of other social groups this is not necessarily the case). 

It is interesting that the established income level of the family also influences people’s activity with regard to secondary employment. Workers with average and above average income are more active in the sphere of additional work and do it more often than others. On all the evidence, their higher level of material aspirations is the key motivating factor.

Young people prefer not to search for additional work, but at the first attractive opportunity are ready radically to change their job. Kadrovyi workers, especially elderly workers, endure idleness and the absence of work with difficulty but are not very active in the sphere of secondary employment — problems with health and bias against them in many spheres of secondary employment have an effect. However, if there is nevertheless a catastrophic shortage of money, elderly people are more willing to take on additional work than to change their job. The most active group in the sphere of secondary employment is the 30–45 year olds.

Former rural inhabitants (of whom there are rather a lot in traditional, old, large concerns like KEMZ), and also the inhabitants of small towns (Osinniki) are much more inclined to turn to subsistence activities, ‘self-sufficiency’ (dachas and kitchen gardens, other kinds of home working, economising on the budget), than to search for additional channels of inflow of cash.

‘Domestic work takes up a lot of time — domestic work is really additional work. When the shop stopped, I worked in the house, repaired things, and my father and mother helped with money, they are pensioners.’ (fitter, 6 classes of education, was born in the countryside).

Objective factors (factors connected to the specificity of production)

The schedule and character of work need to be considered separately. A sliding shift schedule, very common in industrial enterprises, is a serious barrier to taking on additional work. A 12–hour work regime, adopted in some kinds of production (in this case there is quite a lot of time between shifts), is more convenient in this sense. However, workers in industry are accustomed to a definite routine and even during compulsory leave people used to a strict schedule find it difficult to ‘realise their freedom’ and do not begin to use it immediately.

It is also impossible to disregard the specificity of branches and specialities in the market for secondary employment. Workers with mass universal specialisms (builders, drivers, welders, fitters, electricians) have practically always had additional work. Now their activism is determined by their workload and degree of satisfaction with their pay in their main place of work. Workers with narrow, industry-specific trades (miners, metal-workers, operators of chemical processes) always worked hard and were well-paid and are less able to adapt to work in the sphere of secondary employment both subjectively and objectively now that work is scarce and their incomes in decline.

Conclusion

The sphere of secondary employment has gradually extended over the last 3–4 years, covering an ever greater number of workers in industrial enterprises. In our estimation, the proportion of industrial employees with additional work is now 25–30%. At the same time, the further expansion of the sphere of secondary employment seems to us problematic. Among the reasons for this is the growing competitiveness and professionalisation of new non-state structures and also of those private individuals, occupied with trade and rendering services to the population; and the reduction of the number of vacancies in the labour market alongside the growing demand for jobs.

Secondary employment fulfils a number of important functions for the labour market:

For some workers secondary employment is a means of survival in difficult socio-economic conditions (partial employment, low salaries, wage delays), while for many others it is the means of satisfying higher material and social aspirations and a testing ground of their strengths and possibilities in new areas of labour activity. Besides this, in small enterprises, where there are natural limits to individual mobility within the framework of the organisation, secondary employment partly replaces the functions of vertical and horizontal mobility.

For the chiefs of enterprises the workers’ secondary employment represents one of the mechanisms of holding on to labour, of the preservation of the technological and social nucleus of the collective.

For the state, the secondary employment of the population is a ‘shock-absorber’ of social tension, a mechanism of adaptation of workers to new socio-economic conditions.

The types of behaviour of people in the sphere of secondary employment are determined by a complex set of characteristics, the main ones of which are sex, age and skill level. In the final analysis the boundary between those engaged in additional work and those not so engaged is not determined by biographical data, but by socio-psychological and socio-cultural features of the workers. However, the creation of such a typology is a theme for separate research.

The position of the chiefs of unsuccessful enterprises concerning secondary employment can be called a ‘policy of forced non-interference’, sometimes reaching connivance. In this type of enterprise this position is unavoidable and clear: if you cannot provide your workers with work and wages, you should not interfere with their attempts to earn enough to live by their own efforts and should be thankful that they retain some confidence in you and have not all left. If the administration adopts a strict policy in relation to additional work, the likelihood is of a mass departure of workers. At the more prosperous and new enterprises the position is different. Here the administration is much quicker to exert control over additional work so that it does not develop to the detriment of the main activity. 

Like the majority of social phenomena, the secondary employment of the population has consequences of a double sort. Among its positive consequences are not only the resolution (even though only partial), for those workers active in the secondary labour market, of the economic problems of the transition period, but also the widening (even if at times it is forced) of a person’s perception of their possibilities and abilities, and in some cases the formation of a more adequate opinion of themselves, and also of the new (primarily non-state) sector of the economy. As a whole, the secondary labour market makes the transition to a new economic system more organic, promoting the adaptation of the population to it. 

At the same time, one cannot ignore the negative consequences of involving a large number of workers in secondary employment. It leads to the reduction of the social protection of workers in the present and future (the incomes of the majority of kinds of additional employment are not subject to the normal deductions for sick pay, holiday pay and pension) and quite often it involves professional degradation at the main place of work, the deformation of labour morale and an intensification of labour (increased duration of the working day, undermining of the normal pattern of labour and rest) and deskilling in the second job.

6.	Serious attempts by employers to discontinue or significantly restrict opportunities for secondary employment in their enterprises might lead to a serious disruption of the established balance of labour resources and result in a sharp flow of workers from one sphere of employment into other. In present conditions this would impose a serious burden on the labour market and could even lead to an explosion of real unemployment.

�7. Behaviour of workers in the labour market. Methods of recruitment and personal employment strategies

Irina Kozina 

This chapter is based on the analysis of free interview materials, the main theme of which was the work history of the respondents. The information base comprises about 260 interviews with the workers of the twelve enterprises in which case studies were conducted. 

The interview materials allow us to present a general picture of the methods of recruitment – the ways in which people have got this or that particular job – and personal employment strategies – the methods people use to search for work. In spite of the fact that differences in their biographical situation, psychological features and the living situation of people determine distinctions of individual employment strategy, it is possible to distinguish and to describe some common factors influencing people’s behaviour in the labour market. Among such factors the greatest significance attaches to: temporal factors, as the modern employment situation significantly differs from the situation prior to the beginning of the 90s; socio-cultural factors, as people of different generations, belonging to different social strata, behave differently in the labour market. And, finally, the prestige of a job influences behaviour in the search for work (in our research this is analysed from the point of view of the type of enterprise). 

How do people get their jobs?

The first thing that can be defined is the presence of a traditional set of methods or channels of recruitment common to all:

Recruitment with the help of personal connections.

Independent recruitment.

Recruitment with the help of the employment service.

The directed recruitment of graduates of educational establishments (distribution). 

This set in practice exhausts all the possible methods of recruitment. The prevalence (the frequency of examples) of this or that channel is connected, first of all, with changes in the labour market situation. Our work history interviews covered the period from 1985 to 1995. We have provisionally drawn a dividing line at the year 1990, because this was the first year in which there was a sharp reduction in the number of those employed in industrial enterprises and in which, according to our interview data, there was a marked change in the channels of recruitment. 

As can be seen from our table, the effectiveness of different channels of recruitment has changed considerably in recent years. Recruitment through friends and relatives has become much more significant, while the share of independent recruitment has been significantly reduced and the channel of recruitment through distribution hardly works at all (although this only applies to new entrants to the labour market, which most of our sample entered before 1990).� In the meantime relatively new channels of recruitment have appeared – the system of the employment service and private labour exchanges. 

Frequency of use of various channels of recruitment: 

�

Channels of recruitment�Before 1990 

Number (%) of cases�After 1990 

Number (%) of cases��1�Though acquaintances� 69 �20.7�126 �61.2��2�Independently�173�51.8� 62 �30.1��3�Through the employment service service� 1 �0.3� 12�5.8��4�Through distribution� 91 �27.2� 6 �2.9���TOTAL:�334�100�206�100��It is interesting to compare this data with that from other sources, which indicate a much greater role for the employment service and a lesser role for job search through friends and acquaintances or independently. 

VTsIOM has been asking people to whom they would you turn for help if they lost their job since 1991. The responses show that the employment service, which was established in 1991, has improved its standing above the old recruitment bureaux:



�July �1991�November �1992�January �1993�January �1995�January �1996��Employment service�3�14�21�24�22��Read advertisements�6�9�7�6�8��Other people, friends, relatives�47�37�40�40�42��Apply independently to enterprises�23�21�16�16�17��

The Goskomstat labour force survey asks the unemployed about their methods of job search, showing that rather more of the unemployed in fact turn to the employment service than the VTsIOM figures might suggest, but of course they are required to register if they want to qualify for benefits (Some EU data is provided for comparison):

Distribution of survey unemployed by means of job search, Russia end October 1993 and EU 1993:

�all�men�women�EU 12 1993�Greece 1993�UK 1993��all unemployed (mill)�4.1�2.1�2.0�����of whom turn to ES� �32.0�25.5�38.8�����of which: state�30.6�23.9�37.6�66.2�6.8�30.1��commercial�3.0�3.2�2.8�1.8�-�2.1��through press�13.7�13.2�14.2�12.1�21.1�42.9��personal connections�36.5�38.1�34.7�7.5�27.7�12.3��immediate application to administration�31.3�33.3�29.4�9.8�40.5�8.9��work was already offered�0.8�0.8�0.8�����tried to organise own business�1.8�2.8�0.9�0.3�0.8�0.5��other methods�15.8�17.4�14.0�2.4�2.8�3.1��Sources: 	Russia: Osnovye pokazateli po statistike truda, 1995 

EU: Eurostat: Labour Force Survey Results, 1993.

However, our data relates to the ways in which people actually find their jobs, including both job-to-job transfers and transfers through unemployment, whereas the survey data indicates the channels which would hypothetically be or are explored by the small minority of job changers who find themselves unemployed. International experience indicates that far more people find jobs through personal contacts than survey data regarding the unemployed would indicate. For example, while 12% of UK unemployed respondents in the 1993 labour force survey sought jobs through personal contacts, the UK General Household survey shows that between 30 and 40 per cent actually found jobs through friends and relatives, figures which are similar to US and Japanese data (Granovetter, 1995, pp. 140-1). This, of course, is partly because only a relatively small proportion of job changers go through a period of unemployment, and so are less likely to have any contact with the employment service, but it is also because those who turn to the employment service tend not to be satisfied with the outcome. 

The Soviet Interview Project asked a sample of emigrants in the mid-1980s how they found out about their job, rather than how they got the job, but the results are comparable to our data. Almost half of those questioned found out about their first job through friends and relatives, a quarter through independent search and fewer than a fifth through the placement commission. Almost 60% found out about their second job through friends and relatives, almost 30% through independent search and fewer than 2% through the placement commission. A comparable survey in Taganrog in 1992 found that one quarter had been placed in their current job through distribution, one third found out about the job through firends and relatives, just over a quarter from workmates or supervisor (Linz, 1995). 

Gimpel’son, Magun and Garsiya-Iser’s 1992 survey of 5,800 newly unemployed people for Goskomstat asked not only how they had looked for work, but also where they had found real help, finding that while three-quarters of independent inquiries and appeals to friends and relatives were successful, fewer than half got any help from the employment service:



���state sector�non-state���sought help�got help�sought help�got help�sought help�got help��FES�26�12�28�14�20�8��Commercial employment service�4�2�2�1�9�6��Friends and acquaintances�57�42�52�36�73�59��Relatives�26�15�23�14�34�19��Independently went to enterprise�45�32�55�41�21�13��Advertisements�14�7�13�6�15�8��Trade union�1�0�1�0�0�0��Source:  Gimpel’son and Magun, 1994. 

The data of a November 1995 VTsIOM survey, analysed by Gimpel’son, in which people were asked how they had got their present jobs, conform more closely to our own findings, and show big differences between state and private enterprises (Gimpel’son, 1996b): 



By which of these methods did you get your present job?�Private sector�State and semi-state enterprises��through state employment service �2�6��used a private employment agency�2�0��remained after diploma practice�1�9��relatives, friends and acquaintances helped �60�29��found work through an announcement and passed a competition�10�9��received an offer directly from the personnel department of the enterprise�12�36��other�13�12���Methods of recruitment: recruitment ‘through acquaintances’

In the contemporary Russian system of social-labour relations the use of personal connections in job search and recruitment has become the predominant channel. If one does not get work ‘through acquaintances’, if one follows the traditional route to enter an industrial collective through a normal apprenticeship, at best one has to build up a reputation for oneself. However, it would be a serious exaggeration to assert that patronage is something new in the search for work. In Soviet times personal connections played a very important role in recruitment although, according to our data, the use of personal connections has grown threefold in recent years. On our data, in the period 1990 till 1995 inclusive, 61.2 % of job placements were achieved with the help of personal connections. 

The widespread use of friends and relatives in recruitment for work demands a more detailed analysis of this phenomenon. In practice the use of personal connections covers a number of variants of behaviour. The analysis of interview materials allows to define several variants: direct help in recruitment for work – patronage or recommendation; the provision of information about a job; recruitment through professional contacts.

It is possible to classify the personal social connections through which people search for and get work.

Practically everyone has connections through close and distant relatives, but individual distinctions can be very significant in quantitative, temporal and geographical aspects.

Acquaintance through educational establishments (schools, colleges, high schools etc.).

Former and present colleagues and fellow brigade-members in one organisation or at one enterprise.

Professional connections, which can arise between people in a particular occupation, but who do not necessarily work in the same organisation.

Neighbours, compatriots (especially significant in recruitment for migrants from agricultural districts).

Thus, the personal social connections of people are rather non-uniform. The prevalence of use of this or that channel is reflected in different variants of recruitment. We shall consider these variants of behaviour in recruitment with the use of personal connections.

Direct help in recruitment.

In the case of direct patronage, the referees are most commonly close relatives working at the given enterprise. As a rule, their help consists not only in fixing up a job for their protйgй, but also in helping to draw up the necessary documents. It is typical in interviews for the respondent to emphasise long unbroken service as the characteristic which gives him or her the right to plead for somebody:

‘I liked that work, and in the past it did not pay badly, but more recently the pay fell and its payment was delayed. My father-in-law suggested that I come and work at the chocolate factory, the salary is good and there are no delays in payment. He has worked here for a very long time, almost from the start of the factory. My father-in-law fixed up a job, I had to wait two months for a vacancy. Then my father-in-law told me to go to the personnel department to get signed up, I got a job as a fitter....’ (Fitter, 21 years, Chocolate factory).

‘My father-in-law worked all his life in the third shop and he persuaded me to go to work there. Press operators earn three times as much as instructors. He agreed it in the shop and signed the application with the shop chief.’ (Press operator, 32 years, Metallurg, worked at factory 10 years).

A relative, knowing the personal circumstances well, can intercede not directly, but by advising to whom and where to turn, that is, to involve other people, using connections ‘inside’ the enterprise. At times help consists in the organization of a meeting with the person who takes the decision about recruitment. Then the applicant tries to present him or herself in the best light, and his or her prospective boss evaluates the qualities of the worker:

‘In 1989 I decided to try my luck at the chocolate factory, a relative knew the chief of the electrical shop (they were close friends) and he signed the application and helped me get the job.’ (Electrical Engineer, 44 years, Chocolate factory, at factory 6 years).

In the past in industrial enterprises, especially for workers’ jobs, hiring through friends and relatives was used in most cases not because it was difficult to get a job without it. It was simply that, with roughly identical working conditions and pay levels at all enterprises, that is, with other things being equal, the presence of a familiar person was an additional argument in favour of that particular job. In the interview materials, in describing cases of recruitment to enterprises in this period, the word ‘persuaded’ frequently appears:

‘My sister’s husband works as a foreman in shop 3, he persuaded me to stay and to get a job at the factory. He himself fixed up an agreement about me, he went to the personnel department and helped with the registration.’ (Graver, 28 years, Metallurg, 7 years at factory).

‘My Sister persuaded me to come to the factory. She worked in the shop as an economist, and agreed with the foreman and with the chief of shop and she signed the application. I only had to go to the personnel department to register, and they took me on as a second grade press operator’. (Female Press Operator, 45 years, Metallurg, 6 years at factory).

Personal connections other than through relatives are used much less often in cases of direct patronage. This case is unique:

‘My neighbour persuaded me to go. Everything turned out well and I even managed to get extra pay for harmful conditions. My neighbour fixed it up herself and signed the application, I only had to register.’ (Female Transport worker, 43 years, Metallurg, 9 years at the factory).

From the beginning of the 90s recruitment through patronage has become especially characteristic of the more successful industrial enterprises (of which few remain). In Metallurg, the chocolate factory and Tokem there is not much demand for new employees and turnover is low. In due course even those with patronage who want to get jobs in these enterprises encounter plenty of problems. In the absence of patronage it has become impossible to get work there (or possible only in those exceptional instances in which they do not have ‘their own’ candidates). Now to get a job through an acquaintance, as a rule, it is necessary to wait for a certain amount of time until a suitable vacancy arises. Recruitment ‘through patronage’ is more and more formalised, sometimes taking an organised form with a special queue for recruitment of ‘their own people’: at the Chocolate factory, for example, there is a special record book in the personnel department, in which information about those relatives of the workers of factory who would like to get work here is recorded:

A relative, who had worked for many years at the factory, advised me to go to the factory, especially as it was near my house. She agreed it with the personnel department, I waited for a place for three months, then was taken on as a decorator of finished products. I worked for three months as an apprentice, then was transferred onto the regular scale.’ (Decorator of finished products, 27 years, Chocolate factory).

It is especially problematic now for young people to get jobs. Practically all our young respondents got work through acquaintances. The practice is rather widespread in which the enterprise where their parents work provides jobs for young people. The decision is actually made not by the worker him or herself, but by the people of the older generation:

‘My parents and many of my relatives work here. After technical school my parents took care of me and the factory sent me a personal invitation to work here.’ (Female Annealer, 35 years, Metallurg, at factory 10 years).

‘I asked daddy to find me work with good money. One of our relatives works here, he helped me to get the job. My husband also works here, and my uncle – it’s a real family firm.’(Supervisor, 26 years, Intensivnyi Korm worked 2 years).

‘After finishing technical school in 1995 I went to the mathematical faculty at the university. I registered to study by correspondence, but the wife of the director of the firm offered me work in the firm as an operator until I started. She and my mum knew one another.’ (Operator, 19 years, Komestra, works 7 months).

The young people in the examples above got jobs in rather prestigious places. However, there is a category of young people who find it difficult to get jobs even in those enterprises in which recruitment is open. Their older relatives (as a rule, parents), working at the factory, get them jobs there, ‘so they won’t hang around with nothing to do’. This happens, in the main, when the parents are concerned that their offspring should have something to do, and at the same time to keep control over them (such a form of recruitment to the factory is certainly not only characteristic of the crisis period, on the contrary the placing of young people at the factory was very frequently a decision of their parents in the Soviet period). This category of workers tends not to stay at the factory for very long, adding to the statistical picture of a ‘turnover storm’ at unsuccessful enterprises.

Providing information about a job.

Hiring through friends and relatives does not always mean direct help in recruitment for work. Quite frequently it simply involves providing information about a vacancy – whether or not there are vacant places, what the working conditions in them are like, what are the characteristics of the chiefs and the collective, i.e. all the informal characteristics of a job. No doubt this is the most effective source of information about a job, as such information is more detailed, is authentic and is emotionally coloured. Having the particular information, the applicant comes to the personnel department or to the chief of the division without reference to anyone. In the case of direct patronage connections are more often relatives, in the case of the provision of information less close acquaintances are used:

‘My neighbour worked at the factory in the third shop as an annealer. She persuaded me. She tempted me with the ‘hot scale’ and high salary. I got the job myself, I went to the personnel department and asked in the annealing shop. There was a job there, and I was immediately taken on.’ (Female Annealer, 32 years, Metallurg, at factory 8 years).

‘I met someone from my own district who worked at the factory, he persuaded me to come to work here, he told me that they took people without training, you could learn a trade directly on the job.’ (Press operator, 35 years, Metallurg, at factory 17 years).

‘An acquaintance worked at the factory and he suggested that press operators make good money there, and could also earn an enhanced pension by working in hot conditions, their holidays were longer than others, and also the shop was young. I asked in the personnel department about a job as press operator in shop 3, but they did not need any so I got a job as a rectifier.’ (Press operator, 37 years, Metallurg, at factory 15 years).

One should note that in general the main source of information about vacancies for the majority questioned are people from their own environment – friends, relatives, acquaintances. Practically always the people acquiring this information were already in a position in which they were choosing between a number of jobs. Use of this variant of acquiring information about a job is more characteristic of the Soviet period, whereas now more often direct patronage is necessary. The exception is the case of recruitment to unsuccessful enterprises, in which recruitment of workers is open.

Recruitment through professional contacts

Recruitment through professional contacts has a special place among cases of recruitment for work through acquaintances. It involves the use not so much of personal as of professional connections. This variant is characteristic (now, as in the past) of high-skilled specialists (workers or managers), who are known in their professional sphere. In the main they are invited or ‘pirated’ from other enterprises by offering more favourable individual conditions. Among the workers from the enterprises studied by us were: welders, high grade plasterers, electricians, excavator drivers and management specialists. We include this type of recruitment behaviour as a part of hiring through friends and relatives, as the fact of personal acquaintance plays an important, if not the principal, role. The main focus of attention when such a person is looking for work is still their business and professional qualities. This variant is particularly characteristic nowadays of recruitment to new firms (especially at the beginning of their activity) where, on the one hand, the search for workers is conducted practically always through acquaintances and, on the other hand, professional qualities have decisive significance in recruitment:

‘Many employees knew one another before they came to work in Komestra, it was the main principle of selection of people for the company. At first a circle of acquaintances, of course primarily of the general director, was “combed”, but also other employees proposed “their” people. That was how the first level of management was formed. The responsibilities were large, everybody had to be active, it was the key to the success of the firm and of each individual personally. There were failures linked to recruitment for work through acquaintances, some people could not cope with the responsibility, it was necessary to part. Though practically everyone understands that either you can or you cannot work in insurance.’

In Komestra the employees were selected exclusively through acquaintances, from their own professional environment (scientific–teaching). People moved to a kind of activity (insurance), which was completely new to them and in which they did not have any special knowledge or experience, but they knew one another through their former professional activity: 

‘I had always worked at Kemerovo state university, I was a senior lecturer in the department of hard materials. I had my own laboratory, I literally built it myself, many people worked there as experimenters and organisers. A very difficult situation developed in 1992 when it became impossible to live on a senior lecturer’s salary, and they discontinued work in my scientific area. After my leaving the laboratory was not closed, it still exists. I knew the director of Komestra when he was still at Tomsk polytechnical institute, his theme of research was close to mine. I knew him as a good scientist and chief. I was given the post of executive director in October 1992. Until August 1993 I combined this work with my official job, although for the work at Komestra at this time I received 6 times more than at the university. It was not a probationary period, this time was necessary to take all the decisions and transfer the laboratory to a new chief. There was no conflict with the rector of the university about my departure, I was called to the rector and when I had presented my arguments the meeting finished with understanding and signing of my request to resign. It was a mass phenomenon at that time and the situation in the university had become critical.’ (Executive director, 46 years, Komestra, experience 2,5 years).

In MZhK the majority of managers and experts making up the ‘nucleus’ of the enterprise came to the firm at the beginning of its activity. Practically everyone who manages the industrial sphere (construction, transport facilities, auxiliary services), was engaged personally since the founders of firm, not being professional builders, required industrial specialists. At new enterprises, as a rule, they do not simply need specialists but people with considerable practical experience of work and the necessary connections:

‘Since 1973 I had worked at the factory Progress. I made my way from electrician up to deputy shop chief. I got a job there after the army, an acquaintance worked at the factory, and he invited me. In 1991 I left because of the low salary, and they paid irregularly. I hung on for two months, I did not want to leave, everybody thought that the situation at the enterprise would stabilise. I left with a heavy soul, I liked the work very much and the factory was just like my native home: if they had paid I would never have left. The present deputy chief invited me to MZhK. Earlier he had worked at Progress as an engineer, then he moved into business, he took a long time to persuade me. I brought a few other people with me.’ (Chief of energy department, 50 years, MZhK, worked at the enterprise for four years).

All the present chief specialists of MZhK, leaving their former jobs as managers for the new structure of a young enterprise, brought with them one or two former employees, forming their own staff of employees. Those who could use this variant of recruitment were all people of such a skill level that they have practically never had any problems with search or recruitment for work.

Independent recruitment

This was the most widespread method of recruitment for work in Soviet times (prior to the beginning of the 90s). In spite of the fact that the use of personal connections also played a significant role in the past, direct patronage in most cases was necessary only for recruitment to the most prestigious jobs. For the majority, the most widespread method of finding work was to go directly around the personnel departments of enterprises and organisations. Some came to the personnel departments without any preliminary information, confident in the knowledge that there were always vacancies and ready to find out what was available when they got there. An ordinary job did not have any special value, it was possible to choose something suitable at practically any enterprise. Many sought out the organisation which would be closest to home:

‘My search for work began with this factory. It is close to the house and the pay is good. I went directly to the personnel department, then it was still possible to get a job by coming to the personnel department from the street. In the personnel department they offered work laying-out chocolate in shop three. After 5 years I had mastered two adjacent trades – operator of the packing machine and sealer.’ (Female Packer, 45 years, Chocolate factory).

Independent recruitment is characteristic of those coming into the city from agricultural districts. A certain role in this is played by the presence at the enterprise of some of their acquaintances:

‘Why particularly to KEMZ? Because I lived in a village, Krasnaya, and it was very convenient to reach here, a direct bus comes here. Actually, many people I know from the village work here for the same reason.’ (Deputy chief of shop, 45 years, KEMZ)

‘I had a six class education. I was born in the country, I trained as a tractor driver but I never worked at this speciality. I worked as a herdsman. My father and mother moved to Kemerovo. I came here – there was nowhere else to work without a trade. I first got a job in this shop as an ancillary worker in the assembly section, I worked there for four years, then as a fitter.’ (Fitter, 53 years, KEMZ)

Independent recruitment did not always imply random job selection. For some workers recruitment to a prestigious enterprise presented as much a problem in the past as it does now. They searched for an opportunity to get a job in that particular enterprise and patiently overcame obstacles. As a rule, recruitment for this category of workers was connected with long waits – from a week, a month, up to two years – making regular visits to the personnel department ‘to make sure that they have not forgotten about me’:

‘I applied to the personnel department, but there were no places. I waited a whole year for there to be a suitable place. I called on the personnel department once a week, they already knew me there. I wanted to get a job at this particular factory, as I worked at a confectionery factory, I knew the specific features of the work and I liked it very much.’ (Female transport worker, 41 years, Chocolate factory).

‘I left and began to look for work. The factory is close to my house, I went to the personnel department, there were not any places, some time later I came again, the chief of the personnel department rang the shop, there was a unit of transport workers. I got the job and began work. I worked on transport until I went on maternity leave, and then, after maternity leave, I was offered work as a moulder, I trained and was put on the grade. I worked as a moulder and then mastered the packing machine.’ (Female packaging and weighing machine operator, 47 years, Chocolate factory).

Frequently workers came to work in any job which the personnel department would offer. The most far-seeing people were interested in working conditions and had already identified for themselves the opportunity to move to more favourable work:

‘I served in the airforce for 27 years. When I retired I returned to Samara. I live near the factory, so I decided to apply to the personnel department here. They immediately offered me work as the driver of an electric car. It is not the best of jobs, a lot of the working day has to be spent outdoors, in bad weather it is especially unpleasant. But I agreed at once, on account of the fact that I would then be able to transfer to a more suitable place. In a year I managed to transfer to the shop as a loader (a place became free), and since then I have worked as a loader.’ (Loader, 55 years, Chocolate factory)

The opportunities of independent recruitment were significantly reduced from the beginning of the 90s. This is connected both with the objective reduction in the number of jobs and with the fact that this practice is restricted by the protectionist policy of the enterprise administration, oriented to the recruitment of employees from among the relatives and close friends of existing personnel. Now, as a rule, it is only possible to get low-skilled and low-paid jobs independently. One can identify a few particular groups of people who still use this method of recruitment. 

The first group is made up of young people in the age range of 16–20 years. The majority of them have 8–9 years education at school and technical college.

The second group is pensioners. They are rather persistent in search of work, although they usually agree to take anything which is within their capacity.

The third, most numerous, category is, in the rather acute expression of one of the shop chiefs, ‘anybodies’. These are, as a rule, people who have neither trade nor qualification, have been through a large number of enterprises, have administrative reprimands on their record and so on .

All the above categories of workers are obvious outsiders in the labour market.

Independent recruitment is also characteristic of workers of specialisms which are now in high demand. Among our respondents, for example, this is true of qualified building workers. The most widespread method of job search for them is simple enough. The people go around the city, applying directly to the personnel department or to the chief of each construction site they come across: ‘It is immediately obvious that they are building something’. In construction people are almost always needed. If there are no vacancies, the people there will always advise them where it is possible to look at the moment. 

There are some new variants of independent recruitment, one of them being participation in competitive recruitment. Examples of open competition to fill a vacant post at enterprises are still quite rare. Among the enterprises in which research was conducted such competition is practised only at the chocolate factory and two of the new enterprises, Intensivnyi korm and Komestra. Competitive recruitment, as a rule, is used for appointment to high-paid specialists’ posts, for which people are required who, apart from direct professional knowledge, have certain other qualifications (knowledge of a foreign language, possession of a computer and so on). Among such posts are those for specialists in marketing, businessmen, personal assistants, interpreters, social insurance agents – i.e. staff needed for work in market conditions. Thirteen of the respondents questioned by us had passed through a procedure of competitive selection:

‘Fifteen people were needed, and eighteen people came. The requirement was for people with a higher technical education under 35 years old. We were interviewed by the sociologist, then by the president. Then we were all sent on courses at the educational centre, I passed and I began to work as a businessman.’ (Commercial agent, 30 years old, Intensivnyi korm).

Participation in competitive selection is definitely a new method of recruitment, which is characteristic primarily for active, young, highly educated specialists who have market skills or who are applying for work in a new kind of activity (for example, insurance, commerce).

A particular form of independent recruitment is the creation of one’s own job. Such cases are rather rare. Among our respondents there were two people who had created their own businesses: 

‘In 1985 I graduated from the Siberian Metallurgical Institute in Novkuznetsk, from the faculty of economics, production organisation and management. I was assigned by distribution to stay there to work in the faculty of management. I worked there for 5 years. In 1990 two professors left the faculty, the school broke up and there were no prospects. On the invitation of friends I went to work in a commercial intermediary firm connected with the regional health department. This was a job as an economist with the prospect of becoming the financial director. After 2–3 months of work I was promoted to the post of financial director. I worked there for a total of two years. Experience of this particular work and my theoretical knowledge induced me to create ‘my own business’. In every respect the work of financial director gave me fewer opportunities than managing an organisation as a whole. I created my own insurance company in 1992.’ (General director Novokuznetsk Komestra, 32 years, works 3 years).

‘After graduating from Tomsk polytechnical institute as a physicist I worked in Novosibirsk and from the 80s worked in the Kuzbass polytechnical institute. I worked as a teacher, before I left I was a senior lecturer, I had my own laboratory, with good scientific results. The reason for moving from Novosibirsk to Kemerovo was the opportunity to receive an apartment. The reason for leaving Kemerovo polytechnical institute was the closure in 1991 of my research field, and so the absence of finance. But the main reason for leaving was not the decline in the level of my income. The main thing was the research. I left in the spring of 1991, though the idea of creating the insurance company was discussed from the autumn of 1990. In the absence of prospects at the institute, this idea was new and interesting. I thought about it for four months. It was not search for work, but the creation of work. The proposal came from the director of the computer centre of the regional health department, and Komestra was established in the premises of this organisation. It was only one desk, then an office, then we took over the whole floor.’ (General director, 46 years, Komestra, worked there 5 years).

Recruitment through the employment service and labour exchange 

The interview materials testify that such a method of recruitment of the population is not widespread. From the total of cases of actual recruitment for work in the period since 1990, only 5.8 % were achieved with the help of the employment services.

Not the least important role in this is played by the deeply implanted opinion (confirmed by practice), that a good job can be found only ‘by blat’, through connections: 

‘I did not apply to the employment or labour recruitment services, I found work through friends and acquaintances, I only turned to them, well everyone knows that that is the only way to find decent work.’ 

Thus very few people apply to these services. In our research it is mainly people of pension or pre-pension age, those being made redundant, forced out of the enterprise to take their pension or having been pushed out by the situation (long delays in the payment of a wages). As a rule, recourse to the employment service is considered as an extreme measure, when all other methods have failed: 

‘In May 1995 I found a place in the shop Zakharchenko, selling equipment. They needed an engineer familiar with the technology. However, the shop was new, they offered me the job before the shop had even opened. I left my previous place of work, but the opening of the shop was delayed and they refused to let me start work. It turned out to be very unpleasant. I had to go to the regional employment service. I went there for a month, I got onto their books, but it was all useless, and then I read on the board an announcement about a competition for IK.’ (Analyst, 30 years, Intensivnyi korm, recruited in 1995).

Usually those who have used the employment service do not expect to get a good job:

‘I went to the employment centre. How can you look for work on your own nowadays? The younger people have all rushed into commerce, but I am already too old for that, and I am used to factory work. In the employment centre there was an announcement from the factory.’ (Press operator, Metallurg)

Demand on the external labour market differs fundamentally from supply. The supply of jobs is dominated by two extremes: jobs are offered which either require very high qualifications (for a restricted circle of specialities) or low qualifications with a low subsistence level. Most of those seeking jobs cannot apply for the former, and the latter do not appeal to most of them:

‘I went to the employment centre, they sent me for four jobs. But they did not suit me. Well, one did but it turned out to have been filled, and the others had very low pay.’ (Corrector, Metallurg, recruited in 1995).

‘I applied to the labour recruitment office in Lenin district. There they offered me a few low paid jobs. I got a job in the city public services department as a fitter. But there it was permanently wet, working with the storm water drain. So I left. After I left I did not get a job at the factory right away. This time it was harder to find work. If the pay was good, it was grabbed in a moment. I was without work for six months, I applied to the employment service, but there they offered me GPZ-9 and I refused. I do not want to work in such collectives without money any more.’ (Moulder, 45 years, Shar, was recruited in 1995)

‘I was in the employment service, they said there are no jobs. More accurately, they offered me one job – to go to a court yard, attached to a private house – to count cattle. They had already said that they usually offer this work to tramps. I was afraid – there was an evil dog in the court yard… At least I would have liked to get a job in the stores, paper work. But not on the machines.’ (Female Moulder, 44 years, Shar, has worked 25 years at the factory).

Co-operation of enterprises with the employment service

Large enterprises began to work with the employment service practically from the moment of its creation, but the personnel officers of the enterprises do not attach much value to this co-operation nowadays. The main complaints about the employment service come down to the fact that their job-placement work is carried out only cursorily: they provide only the minimum information about the working conditions and demands of the job. As a rule, they provide only the name of the enterprise, the speciality and the size of the wage. There is no preliminary selection, everyone is sent who has expressed any interest in the vacancy or formally can work at the given speciality:

‘They send a lot of people, but just anybody. We ask for a fitter, they send us 8 to 10 fitters, but as regards our other conditions (qualifications, age, condition of health and lot of other conditions, required for the specific job), nobody so much as looks at them. We are not indifferent whom we take on, we do not need slovenly people or drunkards, we get rid of them. So it turns out that we reject the majority directed to us from the employment service. If we take on five from 100 people, that is good. We spend a lot of time interviewing them, but there is no point. For this reason we have stopped taking applications from the employment service.’ (Personnel manager, Metallurg)

Either the qualifications turn out to be less than necessary, or they do not satisfy the health conditions (most of the work on offer involves significant physical effort or difficult conditions of labour), or the people have been repeatedly dismissed from other enterprises for absenteeism, drunkenness and other violations, whom the personnel department rejects after a quick glance at their labour book.

Apart from these, some of those sent by the employment service have no interest in getting a job. Having turned up on instruction from the employment service, they immediately ask for an official rejection.

‘These are people without a trade or qualification, but the main thing is that they have no desire to work. Many say as soon as they arrive: “Just sign a rejection for us. We do not need anything else.”’ (Personnel manager, Metallurg) 

This category comprises people who are only interested in receiving unemployment benefit. As a rule they actually work somewhere informally, receive the benefit and are only meeting the formal requirements of the employment service.

‘In August 1994 there were problems with pay at the factory – it was already not so high as it had been earlier and there were interruptions in payment. It was necessary to make some decisions and do something. A situation arose here where we began to cut the number of workers and, though this could not have affected me, I asked about redundancy. It seemed convenient – if you registered immediately at the labour exchange you were paid average pay for three months. I went straight to the rest home and had a rest. I did not want to go back to the factory, I decided to test myself in commerce.’ (Commercial agent, 30 years, Intensivnyi korm, worked there since 1994)

It is necessary to say a few words about non-state labour exchanges. Such organisations exist at the moment only in large cities. In Samara there are three successful private exchanges, but there are none in Kemerovo or Osinniki. 

The private labour exchanges in Samara are small firms which can react quite quickly to the demands of the market. They actively attract customers: they advertise their activity widely in the local press, and stick up advertisements. They take the initiative in establishing co-operation with enterprises for the selection of staff. The employees of these firms go to the enterprises and offer their services. They are mostly oriented to the selection of specialists and administrative staff. Here it is only possible to get a job or to find an employee by paying good money. Both the employer interested in recruiting a particular specialist and the worker interested in getting a job pay for the service. As a rule, it is competitive specialists who want to get a job corresponding to their abilities, education and ambition who choose this route:

‘Some of my acquaintances have found good work through the Ekopolis employment service. Therefore I decided to apply there. I passed the tests and paid 50 thousand for them to put me into a databank. In two weeks they had offered me three choices. There was an offer from a firm trading in footwear, but I did not like that one. Another offer was from Intensivnyi korm. I rang up, found out the details, and stuck with this offer. It was necessary to pay Ekopolis an additional amount for finding me the job.’

– And you did not try to apply to the state employment service?

‘No. I do not in general believe that it is possible to find a good job with their help.’ (Employee of firm, 29 years, Intensivnyi korm)

‘I applied to the labour exchange several times. I went officially, they offered a job as a cloakroom attendant in one firm. I tried it, but I did not like it there, it did not work out. Then they offered me work at the exchange itself. So I came to work with them as a computer operator, which I combined with a job as a dispatcher. I applied first to Triza-Samara. But there they work mainly with specialists. Therefore I chose Ekopolis, where they offer any work. The principle on which they work is that the unemployed person pays a part of the service, and the larger part is paid by the employer.

– You tried to register in the state employment service as unemployed?

‘No. I only registered my data in the data bank of the youth labour exchange. But then they moved, it became inconvenient to reach them, it was far away. In any case, I only found out about the possibility of receiving unemployed status at the end of the summer, when it was already not necessary for me. Anyway, the money they pay there is purely symbolic. And if you have never worked, all this is difficult.’ (Engineer in the commercial department, 23 years, Intensivnyi korm, worked there since July 1995).

Far fewer of the workers sent for jobs by these firms turn out to be unsuitable than from the employment centre. Nevertheless, it is mainly new enterprises which resort to their services. The reason why private labour exchanges do not work especially actively with the large traditional enterprises is clear. The factory seeks applications for low-paid jobs which are unprofitable for the exchange, as payment for the service, as a rule, is proportional to the size of the official salary. The enterprises now look for candidates for high-paid posts among their own employees. 

But the main reason that enterprises cannot regularly use the services of the employment service or the labour exchanges is that the instability of production simply does not make stable co-operation possible. 

‘We send an application, but within a week or so we have to withdraw it because the shop withdraws its application.’ (Deputy Personnel Director, Metallurg)

Recruitment through distribution from educational establishments

The arrival in a job through distribution was for many years the traditional channel of recruitment for young people. Enterprises would submit an order to the educational establishment which would then compulsorily assign its graduates to those posts. The practice of voluntary-compulsory recruitment after leaving an educational establishment provided a guaranteed job for young people with no work experience. The absolute majority of our respondents began their working career in just this way. It applied equally to both specialists and workers. Many of them then connected their work history precisely to this, their first enterprise. They finished their training on the job, adapted to the production conditions, rather easily changed specialisation, and made a career:

‘In 1969 after leaving school I came to the factory, it had just been completed, and all the girls coming from school participated in construction work – cleared up building dust, painted, washed, cleaned, prepared for the opening. I began to work as a chocolate maker, then picked up some additional trades. After three years they offered to try me as a brigadier, I tried it, was accepted, and I have worked in this job ever since.’

‘After school I came to the factory, they took me as a miller. I worked for about a year, and then transferred to sorting cocoa beans. About a year later I qualified as a roaster.’ (Female Roaster, 37 years old, Chocolate factory).

Young people often remained at the enterprise after their practical placements, having acquired some knowledge of working conditions and got to know the collective: 

‘In 1979 after school I stayed in the third shop, where I spent my practice. I have worked in the shop ever since.’ (Female crane operator, 35 years, Metallurg).

Since the beginning of the 1990s the practice of recruitment of young people through the system of distribution as it existed in the past has practically disappeared.� In our interview materials we have only six cases of recruitment for work through distribution after 1990 although, of course, relatively few of our sample have started their labour careers since that date. It should also be noted that in every one of these cases the situation can equally be characterised as a variant of the use of personal connections:

‘After graduating from the economics faculty of Kemerovo university I was distributed to Komestra. I am related to the rector of the university, and he offered me the job in this firm, through distribution, building on the theme of my diploma work.’ (Economist, 23 years, Komestra, worked there 7 months)

Certainly the practice of distribution ‘by blat’ also existed in the past, but now it can be considered as the general rule.

General characteristics of personal employment strategies

In looking at personal strategies of job search and recruitment it is first of all necessary to note that many new variants of employment have appeared in recent times, including the possibility of not working at all, of not having a permanent job or only doing occasional work and so on. However, in our research we studied only employees of various types of industrial enterprise, therefore we will only discuss this category of the working population.

The main part of the labour collective of traditional enterprises has until now been made up of people who have worked at the enterprise for many years. For a long time the stereotype of behaviour was such that frequent changes of work (enterprise or organisation) were not in general encouraged. The norm was to link one’s whole life and professional career to one enterprise. This was the purpose of the whole system of social privileges, granted by the enterprise to its workers depending on the length of their service. The majority of the workers practically never left, they simply settled into a particular position, having weighed all the pros and cons. Good specialists were readily accepted by all enterprises and sometimes would be offered inducements, offered the best working conditions, higher salary or certain ‘compensations’ – an apartment, an automobile, a summer residence. If a kadrovye worker decided to leave, he would always be invited to stay and to be transferred to work with the best conditions or higher payment. The most desirable form of departure was through transfer to another enterprise. The form of transfer provided for the preservation of various privileges connected with a continuous work record. Therefore it was quite difficult to arrange a transfer and the chief of a division could keep a necessary worker by refusing to consent to a transfer.

The greatest mobility was displayed by young workers, not yet having had time ‘to acquire’ the advantages and privileges of a kadrovye worker. (While the general level of turnover at an enterprise might be 7–8 %, turnover among young people might be on average 30%). They gave up their jobs without hesitation, sometimes without having made any decision about what to do next, without any fear of breaking their work record (with retirement far in the future) or not finding another job (vacancies being advertised on every lamp-post). 

The mobility of the least skilled and least disciplined part of the workforce was also high. Violators of discipline could be dismissed under the relevant article of the labour code, but more often they were compelled to leave the enterprise voluntarily. These workers left the enterprise with few regrets and soon found themselves similar work at another. Jobs for low-skilled workers were freely available at every factory.

Thus, generally those who flowed onto the external labour market from the enterprise were young people who had not yet acquired sufficient experience and qualifications, workers of mass specialities, for which there were always vacancies at every enterprise, and also ‘anybodies’. The individual strategies of job search differed little one from another. If the competitor for work sought a high status position recruitment mostly occured ‘through blat’, through influential relatives or acquaintances who could help with recruitment. The bulk of the working population was recruited for work independently, by free hiring. There was no shortage of jobs. ‘Work searched for me’, as one of our respondents put it.

The former system of recruitment had a total character: on the one hand, executing the function of social protection, on the other hand, executing a compulsory function. The latter meant that a regular place of work was not only the source of subsistence, but also an attribute of reliability. Without the appropriate record in one’s labour book it was impossible not only to aspire to a certain public status, but even to be confident of one’s personal safety (under the article ‘on parasitism’ a prison term was prescribed for those who did not register for work). Compulsory recruitment existed and was supervised by the local bodies of the Interior Ministry. At the same time the social function of recruitment provided ‘automatic’ employment for the groups who were the least protected in this sense. In the first place, youth, through the voluntary-compulsory system of distribution on graduation from higher and middle educational establishments. Minors were protected by a recruitment commission attached to the local executive committee. Through the same commissions released prisoners and invalids were given jobs. 

The situation in the labour market in the last few years has changed radically. This does not mean that there are now no jobs available, but there are practically no vacant well-paid jobs. Thus personal employment strategies have also had to undergo substantial changes and, first of all, this means that in most cases labour mobility now has a compulsory character. It is mobility of a crisis period. The main reason for voluntary quits is dissatisfaction with earnings.

The strategy of ‘keeping one’s place’

In the majority of large traditional enterprises the situation is rather difficult. Thus at practically all unsuccessful enterprises recruitment of workers is open, but the wages offered are very low, payment delays can amount to several months and the majority of people are forced to leave such enterprises.

However, not everyone leaves. A significant part of the collective remains. Why do they stay? In this situation one can distinguish a number of differently motivated groups. At such factories as Shar, ZiM and KEMZ there are practically no people left who are completely satisfied with their present place of work but who regard the present situation as merely a ‘temporary inconvenience’. As one of our respondents noted: ‘How is it possible to be satisfied with work at this factory? I would not believe anybody who said that he was satisfied!’ Nevertheless, for many workers this discontent is concentrated only on the problem of their salary, while they are positive about their work, their shop and relations in their collective. However, economic necessity forces some of them to think about other work. And these people are divided in to two main categories: those who nevertheless hope to remain, if their jobs can be saved, and those who would like to leave but have not yet found work.

At more successful enterprises, where earnings are relatively stable, the overwhelming majority try to hold on to their work here, even if they have to move to less prestigious and lower paid jobs. As a rule, there is a whole complex of reasons explaining why it is undesirable to leave the factory. The main ones are as follows:

The fear of not being able to find another job at all

The reasons most often cited as making it difficult to find a better job are sex (‘nobody anywhere needs women any more’); age (‘who needs pensioners?’) which is already quite often a handicap for those in the 40–45 age group; condition of health (impossibility in this connection of passing the medical commission check-up); inadequate training and knowledge. This conviction develops on the basis both of people’s own unsuccessful experience in finding new work (some of the people who are still there have tried to find other work), and people’s own theoretical conceptions of the situation in the urban labour market:

‘The collective is good here, I am used to the work, though it turned out to be heavy, now I even enjoy it. There has never seemed to be any sense in moving to another job, and anyway, where could I go now? They are cutting everywhere. We are still paid well at the factory and pay is not often delayed. Yes, and in general the factory is something stable.’ (Controller of BTK, 30 years, Metallurg, at factory 8 years)

‘I would not want to leave the factory under any circumstances, even if it became absolutely awful here, I would not be able to find anything at other enterprises.’ (Press operator, 27 years, Metallurg, at factory 15 years).

‘I like the work, I cannot imagine doing any other job. I am a specialist, master of my trade. Unlike other factories, this factory “breathes”, sometime it will get better.’ (Press operator, 42 years, Metallurg, at factory 21 years).

‘I do not want to leave my nest. And my health is not so good after all this, and now, they say, the medical commission is strict at all the factories, and I might not pass; I am not going to leave here, from the factory. The main thing is that I have got used to it and there is nowhere to go.’ (Woman worker, KEMZ)

Circumstances which make the worker a ‘hostage’ to the enterprise

These are related to the need to complete pensionable service, or to complete the service required to earn pension privileges for ‘harmful’ working conditions, or to qualify for an apartment. (In Metallurg, for example, workers were recruited in 1990 under contracts which granted them an apartment. But the circumstances have changed so that now, instead of a free apartment, they have been offered an instalment plan to buy the apartment by 1998. Therefore those who have received an apartment but have not paid for it have to keep working until they have paid the whole sum).

‘At the building block factory the work was better. There it is much cleaner in the shop and the work is more skilled, it is more interesting, though the salary is much less than here. But I have to reconcile myself to the fact that I am bound hand and leg to the apartment. Until I have paid the whole sum, I cannot think about other work. I think that it would even be a problem to move to another shop.’ (Corrector, Metallurg, 45 years, 6 years at factory)

‘The work is very heavy, but I will not change it, first, now there is no work to be found and, second, I have not completed my term on the “hot scale”.’ (Female press operator, 45 years, Metallurg, at factory 6 years).

‘The work is not pleasant, I shall try to leave for other work as soon as I complete my ‘hot service.’ (Press operator, 28 years, Metallurg, 7 years at factory)

However, when they have fulfilled their ‘hot service’, the majority still want to remain at the enterprise, with a transfer to easier work. 

‘The work is very heavy, it is not for women. By spring I shall have fulfilled my “hot” [service] and I shall move to other easier work, most likely somewhere else in the factory.’ (Female annealer, Metallurg, 35 years, at factory 10 years).

‘The work is not pleasant, it is very heavy, and the pay for such toil is unacceptably low. I am working out my “harmful” and I shall look for easier work, most likely at the factory, but if good work turns up somewhere else, I shall leave.’ (Female annealer, 35 years, Metallurg, at factory 8 years)

Attachment to the factory as a place where the person has worked all their life.

Here the traditional idea that it is bad to be a job-hopper but good to stay in the same enterprise for a long time plays an important role. ‘To run from place to place is not in my rules and not in the rules of my family’. ‘I do not like to run! My father worked all his life in one place as a machine operator on a collective farm. My wife has worked for almost 30 years in one kindergarten. And I am the same’. People who have worked at the enterprise for a long time, without thinking about changing their place of work, find themselves in complete confusion and are absolutely not ready for individual adaptation beyond the framework of the factory. These are not only pensioners and people of pre-pension age, but people of all ages and specialities, and all of them explain their desire to remain at the enterprise with one phrase: ‘I have worked at the factory all my life’. None of them are going to change their place of work, even though many are dissatisfied with the salary.

Thus the main body of workers at successful enterprises and a certain proportion of workers at unsuccessful enterprises do not want to change their place of work. Certainly women, pensioners and people of pre-pension age belong to this category. But it is also typical for specialists and senior managers not to want to change their work. Their reasons are the same as those of the workers. In addition, the senior managers and specialists in the enterprises earn rather a high salary, while there are practically no vacancies on the labour market for ITR.

As to the employees of new enterprises, the situation is a little bit more complex, and does not directly depend on the wage level. As a rule, the nucleus of the collective is made up of those people who took part in the creation of the enterprise. They are not inclined to change their place of work and will struggle for the survival of the enterprise up to the end. Though, as a rule, these specialists, by virtue of their age and professional training, do not experience any difficulties in getting a new job. The peripheral part of the labour force of the new enterprises, in the main, do not work on a constant basis (they work under contracts, labour agreements and so on). This part of the labour force of the new enterprises has the psychology of real hired workers. Their readiness to change their place of work is very high.

Strategy of seeking work ‘without leaving one’s job’

The main strategy of job search now is to look for work without leaving one’s job. A certain proportion of the workers, smaller at successful than at unsuccessful enterprises, are in the stage of more or less active search for a new job. The channels of search are traditional – in the first place personal contacts:

‘I stayed to work at the institute as an engineer-mechanic by distribution. There is a research sector and faculties. Depending on where the money was, people moved into the laboratory, or back in to the faculty. But the place of work was the same, and the character of work did not change. But I was officially registered in the faculty. I worked there from 1989 down to the middle of 1995. I decided to leave because of the money. The last year or year and a half I earned an additional half-rate, and it was 34,000. And I was the chief of an educational section, not an ordinary worker. It was impossible to live on that money. For me it was not a simple question. I liked the work very much, it was very interesting. I worked as a scientist, I planned to study for a doctorate. And the collective was excellent too. But because of the salary family problems began, working there I could not support the family normally. To leave was awful, I hesitated pitifully and for a long time. A year or two back I began to look for a new place, but all my hopes were that the situation would change for the better. I looked for work in my speciality. But this additional work was in the same place and did not pay much. Then the computers came, I mastered them and earned extra as a programmer. Besides, all this time I took on various one-off jobs: I worked as a loader, a builder, an artist. If you listed all of them you would have about ten trades which I tried.

I did not go to the employment service. Basically friends and acquaintances told me that there was some work somewhere. I went along, talked to them, if it was suitable I took the job. In general I did not look hard because I was always earning something. I wanted something better, so I did not hurry. But all my acquaintances knew that I was looking for work. There is such a method – ‘to start a cockroach’, that is, to tell everyone what you want and what you are thinking of doing. And then the information somewhere ferments, and suddenly some business offer emerges. (Engineer of commercial department, Intensivnyi korm, 29 years)

‘I would even go on working here, if it paid well. But now a friend has promised to help with work. He works as a repair fitter in a lift enterprise. He earns no less than me but the work there is easier and more regular. In his spare time he has a second job, so that in a month, with his additional job, he makes a million, or even more. He promised to help me to get a job there. As soon as a job comes up there, I shall leave here.’ (Press operator, 22 years, Metallurg).

As in the past, the most mobile group is the young people. The young are more adaptive to new conditions, more ambitious and, as against older people, are much less attached to the enterprise. They are ready to take responsibility for getting a job themselves and are simply more active in search of new work:

‘Many press operators have left the shop this year. They take young people “from the streets” as apprentices, but they do not stay. They do not even wait until they have mastered the trade before they leave. From my shift two lads have left in the last few months. One left for construction, there they pay more, and other simply left – the work is heavy.’ (Senior foreman, Metallurg).

‘So, a young lad was going to leave us, he had worked two months as an apprentice. I asked him what he is looking for, it is a good trade, you see. And he answered, that he had been registered as unemployed at the employment centre for six months, and he had received benefit, and he had stealthily earned extra money, so that he could get the same money without any real pressure. And here, as he put it, you break your back for nothing.’ (Shift foreman, Metallurg).

‘I want to work here until the summer, then I want to go and train. Where? I don’t know yet, but I want to do work that is not dusty. But here there are no prospects, here there is nothing but unending toil.’ (welder, 18 years, KEMZ)

From conversations with middle managers we learned of the channel of leaving the enterprise in a ‘chain’, when one or several workers who have been successful in getting a job after leaving lure their former workmates after them to the same or similar work. The majority of people leave not for industrial enterprises, because ‘the factories are all cracked up’. The most attractive places for men are work in public service enterprises, where the salary is rather high and is paid on time, such as the water supply, heating system, municipal housing management, municipal transport, etc. or in food-processing enterprises (the bakery, milk combine, frozen food combine). Drivers are in the most privileged position, especially if they have their own transport, which opens the way to co-operation with commercial structures. The main criterion defining a desirable place of work is earnings. But the majority of the workers who want to leave do not have any precise ideas about what work they would like. The strategies of men and women, certainly, have their own specificity. If a man aspires above all to get a job in a workers’ speciality in a place with high stable earnings, for the majority of women the crowning aspiration is a job as a cleaner in a bank or other commercial structure. It is very difficult to get such a job, acquaintances, patronage and a stroke of luck are necessary. It is more realistic to find a place as a cleaner in a small shop or simply at an enterprise like the bakery. As one of our respondents observed: ‘Without a bucket and mop, nobody needs us’. Other ‘purely female’ criteria of the value of a job are its affinity to food, the opportunity to work in a public catering enterprise being especially important for single women with children. Finally, woman much more often leave for the notorious commerce, working in wholesale or retail trade – including in shuttle trade. Moreover, many women do not generally seek new work if their husband earns a more or less decent wage.

Some of our respondents, as a rule high-paid and high status white-collar employees, found themselves unexpectedly in low-paid positions. Not being used to such a state of affairs, they had begun to look for work which would allow them to preserve their customary material position. As a rule these people, actively using personal connections, find jobs in new enterprises. This was the path taken by one of our respondents who had in the past made a very successful career in the aircraft factory, working his way up from foreman to deputy shop chief. He was destined for the post of chief metallurgist of the factory, but preferred to give it up for work as an ordinary trader (a broker):

‘I became the deputy of the chief of the shop for the thermal processing of metal. But I decided to leave and go to V. Why? Because the factory was on its last legs, with money it was absolutely awful. From 1991 I began to work in the firm.’ (Rolled metal broker, 37 years, Intensivnyi korm, in firm – 4.5 years)

A similar situation arose with another employee of the same firm (43 years, businessman), at whose previous workplace the management was replaced, and he ‘dropped out’ of the management team of the enterprise. The chief of the marketing department (33 years), having in the past made a successful Komsomol nomenklatura career, found himself in a losing situation as a result of the bankruptcy of the bank in which he worked. This did not in his case lead to serious losses in earnings and in status position, but instability forced him to search for another job. His previous career and high qualifications obviously played a role in getting his new job (he has two degrees, including economics, and has perfect English). 

If personal connections do not work, the next circuit in the search for work – using advertisements – begins. Such a practice of search and recruitment is much less widespread. First, people know from their own experience that you cannot get a good job through advertisements. Things just are not like that. As a rule, it is only possible to get a job demanding high workers’ qualifications or (more often) a job not requiring any qualifications in such a way. In either case such jobs are, as a rule, low-paid. The majority of those who had taken jobs in recent years on the basis of advertisements had come to work towards an apartment:

‘I came on an announcement in the newspaper, that invited press operators, correctors and some other specialities on the conditions of contract. According to the contract, in three years they should grant an apartment. I decided to try my luck. With this announcement I went to the personnel department.’ (Corrector, 30 years, Metallurg, 5 years at factory).

‘I came to the factory in 1995. I saw in the street an announcement about the recruitment of workers with a list of specialities, and went to the personnel department. They offered me a job as press operator in shop 3. The work is very heavy.’ (Press operator, 36 years, Metallurg, at factory 1 year).

Many remember their former work, when they earned good money and felt self-confident. Attempts to return to their former place of work are quite often undertaken:

‘Most likely, this year I shall go back to the railway again, first as a fitter, and then as an assistant train driver, if it works out. I have decided, if nothing turns up with the apartment, to return to my favourite work. My relatives will help me to get the job, my father and older brother work there.’ (Corrector, 22 years, Metallurg, at factory 6 years).

As a whole, everyone agrees that now it is very difficult to find work: ‘Now it is not we who choose – they choose us’. Whole units transfer to other industrial enterprises, but cases of leaving to set up one’s own business are individual.

Attitude to private business

In general, it is widely believed among those who remain in the enterprises that the majority of those who leave go into commercial structures or simply trade on their own account. Our research, however, allows us cautiously to conclude that such an impression is, at least, greatly exaggerated. Of course many people are not inclined to talk about this side of their activity, but those biographies which illuminate this aspect indicate fairly conclusively that a rather small proportion of the employees of industrial enterprises, especially workers, are drawn to commerce. If they do work in trading organisations it is most often as loaders or watchmen. There is also a common opinion that it is mainly young people who leave for the market and kiosks. However, our observations indicate that for young workers leaving enterprises to go into commerce is not a widespread practice. As a rule, they now leave the factory for construction, security services and so on. At the successful enterprises it is possible to observe just the reverse process – some young people, having already tried themselves out in private business, come to the factory in search of stable work and earnings:

‘In February 1995 I finished the aviation institute, but I did not go to work, I decided to get involved in commerce. At that time a group of guys that I knew had set up a small company which tried to work in trade. But there was no solid initial capital, and none of us turned out to be specialists in this field, so we ran out of money. We managed to survive for a year with variable success, only the capital did not grow and in the end it ran out. I decided to get a job at the factory, at least they pay money here.’ (Press operator, 26 years, Metallurg).

‘I earned extra money in trade, my mother has been involved in it for a long time. I needed money for clothes and so I carried goods and traded myself. The income is very decent, and there is also some profit. At the factory there is not so much, but it is stable.’ (Press operator, 24 years, Metallurg, at factory 1.5 years)

The attitude of the majority of the workers to private commerce is neutral. They do not condemn those who are involved in it, but do not see this quality in themselves. The general opinion is that ‘you need a special talent for it’, which almost everyone denies that they have. The majority of workers consider commercial activity to be a game played by complex rules which they do not know: ‘It is necessary to have a share in the capital’, ‘it is necessary to have a “roof” , without “roofs” you go nowhere!’ Some people, particularly those of the older generation, sharply reject the very idea of earning money by such methods: ‘These dealers are real spivs, they extort the last bit of money. In the past they were banged up for it! They are simply speculators’; ‘to trade is shameful, I would cover my eyes.’ However, on the whole these views are those of a minority. In general, in this question the criterion of age plays a large role as an argument too: ‘Can our age get used to trade?’, though the argument immediately moves on from age as such to the different socio-cultural experience of different generations: ‘we were badly brought up’. But younger factory workers also say, above all, that ‘it will not work’. 

There are other problems with work in private enterprises. Available work in commercial structures frequently does not involve a record in the labour book, which means a break in work record, which workers are afraid of. Others, for example, are afraid of having the trade ‘cleaner’ recorded in their labour book, which, in their view, means that ‘then nobody will offer them any other work’ (and that really is the practice of the employment service).

Strategy of search for work ‘after dismissal’

Those who end up after all on the external labour market when it comes to finding new work are, as a rule, outsiders of the enterprises. Among them is the group of ‘outsiders with experience’ – drunkards, people sacked for violations of the labour code, former prisoners, people who have never stayed long in one job.

‘Unwilling outsiders’ are those people who have lost their previous jobs for various reasons, particularly those made redundant, those who had risked giving up their former job in the hope of making a better life. For example, one of our respondents left the jig-boring machine factory, where he had worked for 10 years, in 1993. After this he worked over three years in several enterprises, each of which turned out to be in a crisis situation, and he, as a newcomer, did not have even those small but helpful advantages (necessary acquaintances) to help him to keep his job, which more experienced workers had. In this category particularly there are quite a few women, since their life situation results more often in forced changes or simply loss of work. One respondent, for example, was first compelled to leave with her husband for another city, then to return and to work in the kindergarten because her children went there, and then, for the same reason, she worked at their school. Then, at the insistence of her husband, she got profitable work in a canteen. Of course, new arrivals are in the same situation of having to start from scratch.

Successful enterprises operate a policy of rigid selection in recruitment from this group (they take only the qualified, with a faultless reputation, even for low-skilled jobs). For many such workers taking a job in an unsuccessful enterprises in today’s conditions is a sort of gesture of despair, the last resort before pure unemployment. As one respondent expressed it: ‘The factory is like a large dust-heap, all the left-overs gather there’.

Such people practically never get into new enterprises and, if they do, it is only on the periphery. 

Strategy of ‘free hiring’ 

This particular group is made up of people who even now move freely on the external labour market, not being afraid to leave without being able to find a new job. Among our respondents this is true, for example, of qualified building workers. The demand in the labour market for building specialities is large, therefore many of them will not tend to stay in one place if it ceases to bring in money. In their search for work they actively use traditional connections through friends and relatives and advertisements. They rarely go to the employment service (many because they do not know where it is). 

We have come across a few people who have ‘rough’ labour biographies, the mark of a somewhat adventurist life style. The distinctive ‘tramps’, for whom neither salary, nor working conditions, nor stable work have much significance, themselves look for unstable jobs. Their labour mobility is meaningful not as a search for work, but as a search for new life experiences. For example, a 28 year old pipe-layer (MZhK), originally from Baku, left school as a qualified electric motorman and worked for three months in Kaslneft’gazflote (he stayed there after finishing his practical placement). He was then called up for the army. After the army he left Azerbaijan and searched for work at his speciality on his own. He turned up in Ulyanovsk and got a job as a cook in the fishing fleet. He worked for 4 months and was recruited in the fishing port of Vladivostok as a docker. The work was heavy and he lived in a barracks. He wanted to leave at once, but they would not let him ‘they told us we could only leave under article’. He managed to leave all the same and to get another job in Vladivostok as a seaman. He worked for a year, then again left, went to Sakhalin, where he got a job as a motorman in Sakhmorelprodukt. He left again, and went to Samara. In Samara he looked for work for two weeks, going to various organisations: ‘I came, I talked’, read the announcements. He does not know where the employment service is and in general has not heard anything about it. He has taken temporary work, up to spring, ‘then I shall set off again somewhere’.

The 56 year-old chief of the motor transport section at MZhK was born in Novosibirsk. His first place of work was at Sibakademstroi, where he was a mechanic in the tower crane section, having stayed to work there after his pre-diploma practice. He worked there for nine years and was then offered work in Semipalatinsk on military construction as chief mechanic. He worked there for five years, then returned to Novosibirsk, where he got a job in the building trust, working there as chief mechanic until 1972. He then left for Sakhalin ‘a friend phoned, ‘come!’. The friend worked there and he went to work as his deputy until 1988. He then decided to leave for Samara. He exchanged his apartment, arrived, and began to search for work. He first went to a factory, and then got a job at the second municipal bus garage. 

‘I went myself, I saw an announcement: “drivers needed”. The chief looked at my labour book, and immediately offered me a job as the chief of a column. But I refused, I went as a bus driver. I worked for four months and they offered me the post of chief of a branch. I worked there until 1990. I was invited to MZhK by the present deputy chief. Although everything suited me at the old place, I wanted a change.’

Brief conclusions

Now in Russia the labour market functions rather actively. However, the role of formal channels of recruitment is low. The main channel of recruitment is the traditional one: the use of various forms of personal connections. The analysis of interview materials allows us to distinguish the following variants: direct help in recruitment for work – patronage or recommendation; providing information about a job; recruitment through professional contacts. The opportunities for the use of independent recruitment, widespread in Soviet times, are much reduced. On the one hand, jobs have become objectively fewer, on the other hand, recruitment ‘from the street’ is restricted by the protectionist policy of the administration of the majority of enterprises, oriented, as a rule, to recruitment from among the relatives and acquaintances of the existing staff. This encourages even more active use of personal connections in recruitment for work. Independent recruitment is now characteristic only of certain groups: pensioners, low-skilled and general workers, some young people, representatives of small occupational groups which are in high demand in the labour market. There are also new variants of independent recruitment – participation in competitions for a vacant post and creation of one’s own job.

‘Distribution’, as the method which guaranteed young people a job, has practically ceased to exist. Those few cases of recruitment through distribution which we have identified in the 1990s involve, without exception, the use of the channel of personal connections.

Recruitment through the employment service is not common. Their basic constituency is the unprotected, unwanted layers of the population in the labour market: unskilled youth, pensioners and people of pre-pension age, general workers (‘anybodies’). In essence the employment service serves that segment of the labour market which the labour recruitment commissions took on earlier, partly carrying out the function of social protection. The other segment of the market – recruitment for high-paid prestigious jobs, is beginning to be served by non-state private labour exchanges. Their services are mainly used by skilled specialists.

Thus, in the labour market the following situation begins to develop: the personnel services of the traditional enterprises prefer to work independently, the state employment service works with labour market outsiders, private labour exchanges begin to act as the intermediaries between specialists looking for work and new enterprises, while the main part of the population get their jobs through informal channels, mainly through acquaintances.

Labour mobility is now to a greater extent forced mobility of the crisis period. The stereotype of labour market behaviour has remained as in the past: a permanent place of work, in which the person works for many years, is the priority employment strategy. The main reason for workers’ leaving their jobs voluntarily is their dissatisfaction with wages: it is not so much a search for a better life, as the necessity simply to survive. In the search for a new job people, in most cases, prefer not to leave their former place of work until the question of a new job has been resolved for certain. Therefore very few people appear in the ‘external’ labour market. The personal strategies of job search do not vary very much. As a rule, opportunities of personal connections are explored first. For the majority recruitment on this basis is successful. If personal connections do not work, the job search moves on to advertisements and an independent tour of personnel departments of enterprises and organisations. Only in the last resort do people turn to the employment service.

�8. Internal mobility of personnel

Inna Donova

Sources of data: recording internal mobility

The personnel statistics which record the characteristics of internal transfers of employees in the researched enterprises are not among those which are gathered for the purposes of external reporting and only some of them are used in the preparation of the state reporting forms. Therefore there is no standardisation of the internal summary forms prepared by enterprises and organisations, which have various degrees of detailed elaboration. Nevertheless, for all enterprises one can define a few general sources of data.

In large enterprises which retain the traditional organisation of record-keeping, at the level of the enterprise as a whole the personnel department maintains a record of transfers.

In this record all kinds of transfers carried out according to administrative orders are recorded – in connection with the reorganisation of divisions, transfers on the employee’s own initiative, transfers within and between shops, and also transfers within the framework of one shop and occupation in connection with changes of grade, working conditions, salary and so on. The last kind of transfer, which does not involve any change in the location or character of work, we shall regard as a purely nominal transfer, but it is quite widespread. For example, in KEMZ such nominal transfers comprise about 16% of all recorded transfers.

Apart from the record of transfers, the personnel department of virtually every enterprise (both old and new) maintains a personal registration card for each worker. Apart from basic biographical data (year of birth, education, marital status, place of previous work etc.), these cards record all the facts of the labour biography of the worker at the given enterprise, including details of changes of post (occupation), grade (category for ITR) and transfers to other divisions.

Record-keeping in sub-divisions

All transfers of employees between sections within the shop or to carry out a particular job are supposed to be formally registered as an order in the shop although, according to our observation, this is far from always done. Short-term transfers within the shop, which have become especially frequent recently in connection with fluctuations in work loads, would impose a huge load of paperwork on shop management. Therefore the latter prefer to manage by informal methods, without formulating orders. This is how it is done at ZiM:

In some cases the chief of shop or the foreman asks the worker to work on other operations or on other machines to try him out: to test the worker’s abilities and skills and, if it doesn’t work out or he doesn’t like this work for some reason of another, he will return to his previous job.

In other cases the worker is asked (or ordered) to work in another section, on another operation, but it is impossible to formalise this transfer since this job has already been allocated to a worker who is temporarily not working there because, for example, he is on his regular vacation, is absent or something. 

In a third case the transfers are not formalised because the worker will receive a larger salary if formally he or she remains in his or her old place of work (or old post), than if he or she is registered in his or her new place of work.

There are other cases, by contrast, when a person is formally transferred to another post (with a larger salary), without actually changing his or her function or place of work.

I have not moved anywhere, I have not changed my occupation. Once I was transferred to the post of ‘allocator of work’, but it was only temporary, less than a year, it was only done to increase my salary (record-keeper, KEMZ).

Internal mobility in the labour careers of employees

In order to research the scale of internal mobility the personal cards of workers of some shops of a number of enterprises (KEMZ, Tokem, RSU, RMZ) were subjected to statistical analysis. The individual mobility of each worker during his or her whole working life at the enterprise was studied. Three aspects of mobility were taken into account: 

Actual mobility within the factory – how many times the worker moved from one division of the enterprise to another (in which there was therefore a real change in his or her place of work);

Professional – how many times the worker, while working at the given enterprise, changed his or her trade (specialism);

Qualificational – how many times the worker changed grade (category).

In doing this, a number of problems of identification were encountered in recording each type of mobility.

In some cases it was difficult to determine, for example, whether a change of record from ‘fitter-assembler’ to ‘repair fitter’ really involved a change of trade (in this case it may be more accurate to refer to it as a change of category of personnel, a change in the content of the work or something else), or whether a transfer from the foreman of a welding section to the foreman of a testing station involves a change of post. Transfers of workers on piece-rates and on time-wages to salaried posts were assessed by experts from the point of view of vertical mobility (upward or downward).

Particular difficulty was encountered in defining indicators of qualificational mobility for managers and specialists, since their category was hardly ever specified on their personal cards. The same was true of some categories of workers (laboratory assistants, inspectors), whose grades were usually not recorded.

It was also not always possible to distinguish movement between shops caused by structural (administrative) reorganisation, from independent, ‘voluntary’ transfers. One of the features of the former are group transfers, when a whole group of workers in the same shop is transferred to another shop.

Staff of the personnel services were asked to provide clarification of the significance of particular records on the cards and the industry classifications of posts and trades were used.

Some statistical information on mobility within and between shops

One of the bases for the classification of internal mobility is the separation out from the general flow of internal migration of inter-shop and intra-shop (intra-section) transfers of workers. It should be noted that the principal source of such information was the personal cards of the workers and only to a much lesser degree the records of transfers. This is because the personal cards contain information covering a long period of time – from the beginning of the person’s labour career at the given enterprise. Therefore the statistical data acquired are more substantial and enable us to make a comparative analysis for different shops and enterprises.

Inter-shop mobility

Table 1 Proportion of workers not making any inter-shop transfers within the enterprise during their entire working life 

Enterprise� Percentage of listed staff��RSU�93��RMZ�92��Tokem�62��KEMZ�70��As can be seen from the table, the absolute level of inter-shop mobility of workers is rather low. On the average each worker in the four enterprises surveyed has made only 0.4 to 0.77 transfers. If one compares the various kinds of mobility from the point of view of the worker (professional, qualificational, inter-shop), inter-shop mobility is the least intensive of all. The inter-shop mobility of auxiliary workers and foremen is hardly any higher than that of the main workers. On the whole the mobility of employees is very clearly connected with the length of their service at the enterprise, all other factors indirectly reflecting this one. It is clear that the longer the worker works in a particular enterprise, the more he or she is inclined independently to seek improved working conditions within the framework of the same enterprise and the greater the likelihood that he or she will be successful.

Moreover, for the enterprises investigated by us, the level of internal mobility is not comparable to the levels of external mobility (see below) 



Table 2: Transfers of workers inside the enterprises in a year in comparison with external mobility(as a percentage of average number).



Enterprise�Internal transfers�Turnover

��Tokem�3�28��RSU�3,5���KEMZ�4�30��ZiM�5�38��Metallurg�8�16��Shar�25�29��RMZ�Less than 2�26��

The last two enterprises – Shar and RMZ – provide examples of how various factors – from the size of the enterprise to personnel policy – influence the level of mobility. We shall consider these factors in more detail.

In an enterprise with a small number of employees the opportunities for employees to move between sub-divisions, as well as up the occupational ladder, are strictly limited. Usually at such enterprises there is a minimum number of administrative steps in the sphere of management and the key posts are occupied solidly and for a long time. The workers also have few opportunities to find a better job within the enterprise, so it is easier for them to move to a completely different enterprise.

The so-called new enterprises, as a rule, also have a small number of employees. However, they add something new to the question of internal mobility. Usually such enterprises have been established on the initiative of a group of people who fill the higher echelons of management in the first months of the existence of the enterprise, so that the arrival of new people in top management is extremely rare and, if such people do come, they are usually brought in from outside. Therefore, the only possibilities of mobility are within the ranks of middle management. On the whole, in small organisations the career of a manager is limited to two to three steps. 

And yet for new organisations there is one more channel, apart from the traditional horizontal and vertical types of individual career: the ‘accelerated vertical’ career. This refers to the fact that in these small organisations, with their informal approach to the recruitment and selection of staff, particular employees from the ranks of ordinary specialists with only a short work history can immediately jump a series of steps and become chief of a division or even a leading specialist. In a traditional enterprise this is virtually impossible by virtue of the prevailing traditions of the gradual step-by-step progression of managers, when it is known in advance by whom every post will be filled in the event that it becomes free.

For example, the majority of senior managers of the insurance company Komestra have progressed from ordinary insurer or engineer, with the time of passage from one post to the other amounting to no more than three to six months. When interviewed, many of the senior managers did not even remember that they had worked in ordinary positions although, according to the records, they had done so.

Another factor which limits the intensity of internal mobility in enterprises is the particular features of the structure of production and technology.

At many enterprises (for example, chemical, metallurgical) the low intensity of intra-factory mobility can be explained to some degree by the established structure of production, in which each shop (this is especially true of production departments) actually represents a particular type of production, with its own specific technology and, hence, the transition from one shop to another for the worker would involve a fairly fundamental change of his professional skills. In other words, every job has its own specific characteristics, and interchanging without preliminary training is impossible. Even the workers with the same trade – for example, fitter-adjuster or electrical engineer – in different shops execute completely different work. Just by virtue of such specificity, as will be shown below (see Table 3), the most frequent kind of mobility is a change of a specialism within the framework of one profession (for example from operating one kind of machine to operating another) and, naturally, of one shop.

Intra-shop mobility

The data from the different enterprises show the prevalence of intra-shop mobility over inter-shop (in a relation of about 4:1). That is to say the most common strategy of the workers is to get into an attractive division, and then to improve their position within its framework.

The most detailed data on the structure of intra-shop transfers was obtained for the joint-stock company KEMZ on the basis of the factory record book of transfers for 1995.

Table 3:

Character of moving�No.�%��1. Change of a speciality within the framework of one profession�167�49,2��2. Transition to a higher status category�60�17,7��3. Reduction of official status �28�8,3��4. Transfer from apprenticeship to worker�84�24,8��All�339�100,0��

As can be seen, the most frequent kind of mobility within the framework of one shop is the change of specialism within the framework of one profession (this involves changing from one worker’s specialism to another, for example a turner to a fitter, an assembler to a tester, a galvaniser to a laboratory assistant and so on). The transfer from apprentice to worker is really the only act of qualificational mobility which is recorded at the level of the enterprise as a whole (a change in the grade of a worker is only recorded on his or her personal card, and that not in every case). And almost one in five of the transfers is connected with a change of official status (transition from worker to foreman, transfer of shift foreman to senior foreman etc.). We should remember that the book of transfers is by no means a complete source of information about internal mobility of the workers, reflecting only some its types. 

As regards the mechanisms of internal mobility, these are to a large degree informal. The failure officially to register transfers within the shop has already been noted above. Inter-shop transfers also reveal the two sides of this process – ‘paper’ and ‘social’.

For example, vacancies for middle level managers and specialists, prestigious vacancies with good working conditions and high-paid jobs were traditionally filled in Soviet enterprises ‘under patronage’ (on the basis of connections through friends and relatives), though it was not acceptable to speak aloud about it. When such a post became free, information about the vacancy arrived in the personnel department from the division together with the name of the proposed candidate, who would either be one of the workers desiring to improve their working conditions, to increase wages or to increase their social status, or one of the friends or relatives of these same workers. In this case the only role of the personnel department was to register the candidate for work.

The analysis of personal cards and interviews also allows us to reveal features of professional and qualificational mobility.

�Table 4: Level of professional mobility of the workers: percentage of workers who have never changed their trade.



Enterprise�Percent of list number��RSU�91��RMZ�77��Tokem�60��KEMZ�50��

As we can see, official movement is not at all intensive, particularly in the smaller enterprises such as RSU and RMZ. It also appears that ITR (managers and specialists) and auxiliary workers with low educational levels are more active in the sphere of professional mobility than are other employees The first, obviously, move up the occupational ladder (vertical career). The second, not having such opportunities, try to improve their material situation by changing their occupational specialism for a better paying one, looking for favourable jobs, frequently with more difficult conditions. Persons in the age range 36–44 years are the most active.

Table 5: Level of qualificational mobility of staff : Percentage of workers who have never changed their skill level

Enterprise�Percent of list number��RSU�57��RMZ�70��Tokem�47��KEMZ�46��

Qualificational mobility is connected with an increase of grade (on the average by two grades) in the case of workers, or with progress up the career ladder in the case of ITR (also on average two steps up the official hierarchy). Cases of change of social status (transitions from worker to ITR or vice versa) are fairly uncommon. The transition from worker to ITR is usually connected with undergoing the appropriate training.

‘In 1989 I received my diploma, but engraving turned out to be pretty hard work. I went to the factory personnel department and asked whether they needed any ITR – they said that they were needed in shop 14. They needed a foreman.’ (KEMZ, deputy shop chief).

‘While I was working, I completed evening machine-building technical school – in those days we all studied somewhere, it was taken for granted. I worked on the machine for about fifteen years, then as shift foreman and senior foreman, together about eight years. But I did not become a foreman immediately after technical school, only a year or two later. I worked for two years on 140 roubles, and then Naum, the foreman, said, “go to the vulcanisation shop!” and there I got 170 roubles.’ (Shar, senior foreman).

In some cases – for example, at Tokem – the transition from worker to ITR was promoted by a sharp rise in the pay of ITR during the reorganisation of staff when some of the workers who had special education became foremen. The converse movement is usually connected with the attainment of pension age. The lion’s share of qualificational movements among the workers is made up of transfers from apprenticeship (grade one) to worker (grades two and above). People with higher education change their qualifications much more often than all other educational groups.

Statistical analysis also shows that the levels of qualificational and official mobility are closely and positively connected. So, for example, the most numerous group of workers at KEMZ, comprising one-third of all the workers, is made up of those who have never changed either their post or their qualification. The second most numerous category is the group of people who have changed one or the other once only. On average one can consider ten year’s work as the boundary beyond which a sharp increase in the level of professional and qualificational mobility begins.

As was shown above, the highest intensity is in the qualificational mobility of the employees, although this is only really in comparison with other kinds of mobility – inter-shop and professional. When one looks at absolute figures it turns out, for example, that the typical Tokem worker, having on average 12 years experience of work at the enterprise, has increased his or her grade only once. However, this is in many respects explained by quite objective reasons, connected to features of the tariff scale of operatives, which has only five categories. A new worker, with no experience of work in this trade, is immediately put on grade three. In case of normal work in 3–5 years he or she receives the fourth grade, which is also usually given to a worker coming to Tokem from another chemical enterprise and already possessing experience of work as an operative. Grade five is usually reserved for those who have worked as operatives for more than ten years and who are regarded as high-class specialists.

On the whole, in the majority of enterprises the main production workers change qualification more often than the auxiliary workers – on all the evidence this is because of the wider range of the distribution of wage rates. This is especially characteristic of complex high-technology machine-building production.

Other kinds of internal mobility

The most important additional bases of classification of internal factory mobility, from the point of view of research, are whether a transfer leads to a real change of job and who acts as the subject of the transfer. 

First, it is important to distinguish between actual mobility, when there is a real change of job, and nominal, when the job varies only on paper. The latter takes place more often when there is an amalgamation or division of several subdivisions of the enterprise. Or, as in the case described above, the formal change of trade (post) means for the worker improvement in his or her personal situation in the division. Then the worker’s personal record card and labour book record his or her transfer from one division to another (or change of post or speciality), while in fact the job together with its associated set of functions remains as before.

As regards the subject of the transfer, it is possible to distinguish administrative intra-factory mobility, when the worker is transferred from one division of the enterprise to another under the initiative of the administration, from voluntary mobility, when the worker changes his or her place of work within the enterprise on his or her own initiative. Analysis of internal mobility on the administrative–voluntary axis reveals some very interesting tendencies.

Administrative mobility. One can refer to a compulsory transfer of workers when the transfer occurs without their consent in the simple sense that nobody particularly asks for their consent. The people are simply faced with the fact that they now work in another shop, in another section, etc. As a rule, direct refusals are rare in such cases. 

The majority of such transfers are connected with the reorganisation of divisions. At the different enterprises from a third (KEMZ) up to half (RMZ) of the whole annual volume of inter-shop transfers is accounted for by the administrative reorganisation of divisions. For example, one shop is broken into several parts, some of the jobs are transferred to one shop, some to another, and some remain within the structure of the former shop. In some cases this is accompanied by the transfer of equipment, in other cases it is only a matter of administrative changes in the structure of authority with insignificant changes in the structure of the equipment. A purely formal variant is possible: for example, with the liquidation of the crane facilities as an independent division of crane-operators servicing different shops of the factory, the crane-operators are simply subordinated to the management of the shop. Neither their working conditions, nor their trade, nor even their salary changes. Only their boss is changed.

However, even nominal administrative transfers are important for the social organisation of the enterprise, above all because they may destroy established social connections and habitual contacts between the workers, and in many cases they are therefore perceived negatively. This especially applies to the ITR. The fact is that sharp changes in the number of divisions results in changes in the list of posts for managers and specialists defined by management norms. As a result some people find that they have nothing to do while others find that their status is increased. Moreover, the new arrangement of forces does not suit everybody. All this generates a new cycle of transfers of staff from the top level of management down to the bottom.

Thus, internal restructuring of production not only has a direct impact, but also indirectly provokes internal movement of employees. Official transfers of groups of workers (formalised with one listing of several names) also almost always pulls with it a ‘tail’ of individual transfers. It is represented as a process of bringing the new division up to full strength according to the approved list of staff, and occurs as the staff settles down and beds in to a new place (someone leaves, perhaps leaving the enterprise altogether, and another person takes his or her place). Thus some of the transferred workers successfully adapt to the new place, some do not find themselves a place in the new social environment (or are dissatisfied with the salary, working conditions) and leave the enterprise. As a result one can say that internal mobility provokes external mobility. 

A new reason for administrative is staff reductions. Over the past year or two reductions have begun to be observed even in those (unsuccessful) enterprises, which earlier had followed the tactic of hoarding labour. In the more prosperous enterprises the reduction of numbers has already been proceeding for a long time, and one can consider the processes of internal mobility connected with it as completed. These reductions resulted in substantial changes in the structure of the staff. For example, in Tokem during mass reductions the chances of remaining at the factory, other things being equal, were higher for men. They also had priority in recruitment, even for such previously traditionally female jobs as economist, financier and so on. The women were either forced out of the factory, or into lower paid jobs. 

Now one can confidently assert that the main flow of internal transfers at the unsuccessful enterprises is downwards. As the majority of the workers who remain do not want to leave the enterprise they agree to move to lower-paid posts. The internal redistribution is directed from main production to services and the social sphere (where that remains as part of the enterprise). For example, in KEMZ the majority of those made redundant but who have been recruited to other jobs are concentrated in the most neglected problem shops of auxiliary production (the only shops which still have vacancies for workers). These shops are concerned with heating, water and power supplies.

Internal Mobility and Employment Policy

In more prosperous enterprises there are some interesting examples of how the control of administrative mobility can serve as a tool of employment policy in the hands of the administration.

At the chocolate factory, where the administration is aiming to strengthen the qualified nucleus of workers, workers attend courses to improve their qualifications and encourage the development of additional trades. This makes it possible, when the work load of one section falls, for some of the workers to be transferred as apprentices to another section to acquire an additional trade. Subsequently the administration has more scope to move labour around, without having to recruit workers in conditions of varying demand for production. Such a policy increases the opportunities to use the potential of the existing personnel, since a large part of the operations are quite simple and training in them does not require a lot of time. This is what the chief of shop of finished products said about it: 

‘When the volume of production increases and we begin to experience a shortage of working hands, we transfer people from other shops for the time required to fulfil the program. When a “hot” time begins for us, there is less work in the other shops. At the moment I have got twenty people from other shops working here. We register such workers temporarily as apprentices and we teach them the trades, and if necessary we use them for work in our shop. And in January the volume of work in their shops will increase, and the workers will again return to their shops.’

Another example of the use of the mechanism of internal transfers in active personnel selection is shown by the factory Metallurg. In 1994, when the enterprise faced a serious problem of low capacity working, a compromise solution to the problem of employment was put into effect – the so-called ‘concept of zero employment’, marked by the creation of a department of free staff (OSP), whose main task was the preservation of skilled staff during reductions. The employees of the department were supposed to keep a record of the efficient, qualified workers who were facing redundancy and whenever possible to find them temporary work until a suitable vacancy arose. Thus all those who were on the account of the OSP were paid an allowance at a rate of 50 % of their tariff wage or salary. During the two years that the department was in operation about 130 people passed through its books, all of whom were found a job in the factory within one or two weeks. However, the work of the OSP appeared to be pretty ineffectual since redistribution within the enterprise occurred spontaneously, as people traditionally used the informal sources of information about the availability of vacancies or the chiefs of divisions carried out exchanges of workers themselves. Therefore for the chiefs the provision of information about ‘free staff’ and about free vacancies to OSP was a superfluous responsibility. The main result was that a significant number of unskilled workers’ jobs came to be filled by qualified workers, who got the jobs as a result of redistribution carried out during the reduction of staff (Metalina, 1996).

It turned out in reality that there were not many free staff, they cut the numbers primarily at the expense of pensioners and alongside the reductions they immediately offered the young people a range of vacancies. Certainly this was, as a rule, less prestigious work, but they were all promised that they would be able to return to jobs corresponding to their trade and qualification at the first opportunity. Those who did not want to leave stayed, and those who did not like such work left. In the department of free personnel we could also offer low prestige and low paid work, and frequently physically heavy as well (from interview).

However, the most indicative example of the use of mechanisms of internal redistribution of workers is the mining enterprise-conglomerate, Vakhrusheva. One should note that the resolution of the problems of employment at this enterprise is especially interesting against the background of developments in the coal industry. The overwhelming majority of mines, even those which are prosperous and efficient, in conditions of restructuring of the industry are oriented only to reducing the number of employees. And the main focus of such a policy is the implicit displacement of the workers without direct redundancies through the creation of conditions in which people leave voluntarily, without drawing the redundancy payments and allowances for which they would otherwise be eligible. Vakhrusheva mine was one of the first enterprises in Russia to become a leasehold (1989) and then a closed joint-stock company (1991), receiving as a result a degree of independence unprecedented for coal enterprises. However, not only has the company not reduced the number of employees, it has even increased the number in some divisions. The originality of this solution consists in the fact that the director, carrying out a strong paternalistic policy and having at decisive stages of development secured the confidence of a substantial part of the ordinary employee-shareholders, has managed to create on the basis of the old mine a complex network of diverse enterprises (operating mines, an investment company, a bank, an enterprise for the restitution of the old coalfield) and to transfer the workers from the crisis-ridden, rapidly ageing old enterprise to these affiliated joint-stock companies. In other words, the sphere of the internal labour market was significantly extended. And in this case it is not a matter of the labour market inside one enterprise, but of several enterprises within the framework of one company. Such a solution was, first, cheap for the company – they had trained workers, professionally and socially adapted. Secondly, the transfer to a new field created the most attractive conditions for the workers as well – they retained their right to their regular vacation, their rights as shareholders and a number of other privileges as well. Very important for the miners was the fact that they did not have to face a medical commission to check that they were in good enough health to be recruited, while the procedure as a whole was much simpler than in the case of ‘free hiring’. Moreover, the person did not drop out of his or her customary social environment, transferring to a new job with the other members of his or her section. 

For many people who were unequivocally facing redundancy, redistribution within the framework of the Vakhrusheva association of enterprises provided the only way out of the situation. In particular, all elderly, ill and low-skill workers, and also the whole staff of the social sphere, were transferred to the enterprise Vakhrushevuglestroi, created in February 1995 on the site of the old worked-out mine and intended for its restitution. Thus, the diversification of the Vakhrusheva association and its qualitative transformation has not resulted in an improvement of the situation for all its workers (though it has for those workers who now work in the completed mines with good prospects). For many, the transfer to Vakhrushevuglestroi was simply the lesser of two evils – dismissal or transfer to an unpromising enterprise.

At the same time all processes of division of enterprises and transfers of divisions to the structure of this or that enterprise were completely controlled by the senior management of the enterprises – ‘the relatives’. As a rule, a section which was transferred was transferred as a whole. But an additional selection was not excluded which was carried out first of all at the expense of the workers of the Vakhrusheva association as a whole. Valuable workers were selected, though while trying at the same time not to expose the existing enterprises. Usually it was the chiefs of the new divisions who took the initiative in recruitment, while cases of independent attempts to find a place at the new enterprises did not occur very often. The employees, as a rule, realised that only those who were most needed or who transferred from a ‘blood-brother enterprise’ (one of the system of enterprises controlled by Vakhrusheva) could leave through transfer to an attractive enterprise. 

Thus, Vakhrusheva mine has created in the space of a few years a manoeuvrable internal labour market controlled by the administration. Certainly, it is a departmental, closed market, moving within the framework of which people do not change industry or trade (or change it only temporarily, for the period of construction of a new mine) or even management. It has made it possible to avoid throwing people out of the enterprise and thus to maintain its efficiency.

Voluntary mobility and career progression

Voluntary mobility for the worker means that a person changes their place of work with the purposes of improvement of their material or social conditions, trying to find the most favourable place within the framework of the enterprise.

Interview materials also allow us to reveal the role and mechanism of internal transfers in the labour biographies of people according to their age and other features.

We shall begin from the observation that for some of our respondents their arrival at the enterprise in itself meant a rapid change from the place of their initial recruitment:

‘They immediately offered me work as the driver of an electric car. It is not the best of jobs, a lot of the working day has to be spent outdoors, in bad weather it is especially unpleasant. But I agreed at once, on account of the fact that I would then be able to transfer to a more suitable place. In a year I managed to transfer to the shop as a loader (a place became free), and since then I have worked as a loader.’ (Loader, 55 years, Chocolate factory)

It is natural that someone who wants to get a good job at an attractive enterprise will agree to take anything because it is easier to achieve the desired goal if one waits nearby – and by no means least of all because access to the relevant information and inclusion in a network of informal connections makes the whole thing much easier. In the foundry of KEMZ, for example, at one time there was a queue for the most highly paid jobs, made up of employees of the shop. These places were transmitted almost by right of succession. 

So, the traditional mechanisms of search for work inside the enterprise were informal. The most prestigious and highly paid jobs in the enterprise were considered to be the posts of specialists and managers in the factory administration, basic production workers, particularly those on piece-rates, workers’ jobs paid on ‘hot scales’ and so on. Information about the availability of such jobs usually reached the personnel department together with a proposal to hire the necessary person for this job. Even before a worker left such a job, his or her successor was already lined up, as a rule, under patronage.

‘If a good job became available rumours flew quickly, volunteers appeared from our own people, and they also proposed friends and relatives for the job. In such cases we always met people halfway.’ (from interview with shop chief)

A person who had no such friends who wanted to change his or her place of work went around all the shops and services in which he or she was interested, found out whether there was suitable work there, and also asked about vacancies in the factory personnel department. Thus, artificial restraint of external mobility stimulated internal mobility in the enterprises. As a rule, the typical career was ascending.

For the main body of workers this meant increasing qualifications and grade, the acquisition of training (correspondence and evening courses were encouraged in every possible way). In conversations many said that in reality the increase of grade was made automatically, frequently during mass certifications of jobs, changes of tariffs etc. The main criterion, as a rule, was the length of experience of work in the given job.

Low-skilled workers (the ancillary workers, cleaners etc.) always tried above all to get jobs where there was no heavy physical labour, but the salary was higher (record keepers, controllers, testers, storekeepers).

‘I came to this factory because many people from our village worked here. But I transferred to this job because it was hard on the machine, my legs began to conk out. A friend came and told me that there was this place here in the stores.’ (from interview with a senior storekeeper)

The workers with higher skills (and above all, with large material aspirations) tried to choose trades in which they could earn bonuses for harmful and hot working conditions (smiths, smelters, press operators). In other cases it was more profitable to transfer from time-work to piece-work. After having worked for a sufficient period in hot conditions the time came for the reverse process – to a post with less harmful conditions and easier work.

‘The work was very heavy, it was not for women. By spring I shall have fulfilled the ‘hot’ and I shall transfer to other easier work, most likely somewhere else in the factory.’ (woman annealer 35 years, at factory 10 years) 

‘The work is not pleasant, very heavy, and pay for such hard work is unacceptably low. I shall work out my “harmful” and I shall search for easier work, most likely at the factory, but if good work turns up somewhere else, I shall leave.’ (woman annealer, 35 years, at factory 8 years)

As workers build up a record of service they aspire to greater stability in payment for their labour and move from places with a piece-rate to jobs with a time-wage or an official salary. However, at the beginning of their labour career, or at times in their lives demanding active consumption (marriage, increase of family etc.), people aim to receive a higher salary, even if it is at the cost of a transfer to a job which pays on piece-rates.

Sometimes the transfer to another division was connected with an opportunity to get an apartment more quickly – this is the case with a transfer to building shops and to those workers’ specialisms where the receipt of an apartment was a stipulated condition. The transition from a workers’ post to an ITR position was quite simple, but was not widespread, as workers received more than ITR. A worker without higher or middle special education could aspire to the post of foreman. The length of work experience gave advantages on the career level – privileges for entrance to higher education or admission to the Party.

The internal mobility of specialists and managers existed earlier in various ways. Those who wanted cleaner and quieter work transferred from line management to functional departments. Those who aspired to higher payment left functional departments for production, quite often taking a workers’ job. Promotion to management posts was regulated by formal rules, determined by the branch standards. At practically all enterprises there was a mechanism for the replacement of vacant senior managers’ posts – a ‘reserve for promotion’. There were a few candidates from among the specialists working at the enterprise for each management post. For example, for the post of production manager there was a reserve drawn from the chiefs of shops and so on. The system of maintenance of a promotion reserve was abolished, along with the liquidation of ministries and departments, at the beginning of the 90s, but nothing has been put in its place and the practice of competitive selection for posts still does not exist.

The typical career of the foreman has also changed in recent years. In the past, tradition and the aim of the experienced workers at the enterprises were such that the young specialist with a technical or higher education could not expect to get a job as a foreman immediately, still less as a shop chief – it was necessary to work in a workers’ job for a few months. Now the situation is different. The personnel manager of KEMZ noted in an interview that

‘Now few young specialists come from the institutes. In 1994, it is true, four young people came at once, and they were immediately given jobs as deputy chiefs of shop. It is unprecedented, nothing like that ever happened in the past, in the past at best they would have been made shift foremen. And what happened? Within six months all of them had been taken into the army. And they, most likely, will not return to the factory.’

However, in the past as now, a person with more than middle education advanced much more rapidly, and in search of prestigious and rewarding work actively moved around the sections and shops: 

‘The salary here was about the same, but in main production there are more prospects, nevertheless. Almost all the shop has passed through here, the senior foreman has been in almost all the sections – you deputise for this or that person in case of illness or leave, anything at all.’ (senior foreman, middle special education, 45 years)

The foremen with middle and incomplete middle special education usually have worker roots and are less mobile. As a rule, they do not have much aspiration to change not only their shop, but even their section. All the foremen, as a rule, find the work interesting, mainly because it gives them an opportunity to communicate with people, they do not hide this and if they change jobs hope to find work in the post of foreman again.

‘At first they only gave me a job as a moulder, there were no jobs for ITR. I worked for seven months, and began to work as shift foreman in the moulding section, as the former foreman had left on pension. Though the salary of a moulder was 150-170 roubles then, and the foreman – 155.’

‘There was a job as foreman on the large moulding conveyor. It suited me, I am sociable by nature, I do not like to sit around, and a foreman – that is about dialogue.’

‘Until I came to MZhK I worked at KEMZ as senior foreman, but when I returned the job was already occupied, and I began to work as a simple adjuster. I did not choose the work, I had to take what I was offered. A job as senior foreman then again became free, and I have worked in that job ever since.’ (Senior foreman, 41 years)

Internal mobility among the shop specialists – controllers, technologists, norm-setters – is extremely low. They either leave in the event of redundancy (or are forced to leave voluntarily), or in particular instances they move into workers’ jobs. Probably here psychological aims, habits and an unwillingness to reduce their social status (the majority of them have average special or higher education) have their place.

Internal Mobility in Conditions of Crisis

In recent years, as many specialists in the enterprises noted, the character of internal transfers has changed. Now a transfer is less often a display of initiative than a ‘voluntary-compulsory’ response to management decision or management pressure. The number of voluntary transfers has fallen. One reason for this is that those who have most recently joined the particular subdivision are those who are the first to be subject to redundancy so that the worker either has to hold on to his or her place in the shop to the last, or to resolve the problem by the more radical measure of changing enterprises altogether.

It should be remembered that administrative reorganisation now plays a significant role in the internal turn-over of staff in enterprises. It is true that in relatively prosperous enterprises transfers connected with such reorganisation are an expression of the plans of senior management, or at least are a part of an internal personnel strategy, but in unsuccessful enterprises transfers of workers are a forced measure, an attempt to keep the workers occupied somehow and to smooth unevenness in capacity working. In particular, they practise temporary transfers of workers from idle sections and shops to more heavily loaded divisions. Apart from this, the same reasons can explain, for example, some of the atypical transfers – from piece-work to time-wages. As is well-known, piece-work is more profitable for the worker in conditions of full capacity working, but in the case of an unsuccessful enterprise a piece-rate worker is hit hard. Sometimes there is work, sometimes not. At the same time work on piece-work orders is significantly simplified for the time-rate worker – he or she puts down an ‘eight’ on the time-sheet and makes out the order as an internal shop document. This circumstance, for example, makes it quite profitable for a former driller to accept a temporary transfer to work as a record-keeper: he is paid even if there is temporarily no work and if work appears he can always return to piece-work, giving up his place as a record-keeper. It is true that the time-rate workers are also the first to be laid off.... It is more difficult to register the combination of time-rate work with that of the piece-worker, a separate order has to be recorded (and as the work is temporary, it is too much trouble to do it each time), and most important – combined work is paid at only fifty percent of the scale rate. 

Frequently temporary transfers are not recorded. A chief of shop tells us:

‘There are few people. Because of uneven workloads now one section now another stands idle. So we throw people from one section to another.’

– Are these transfers in the shop officially recorded?

‘It varies. If I have thrown a person to other work for one day, then we manage without it. If we throw a piece-worker over, we make out an order for them and they receive however much they make. If I transfer a time-worker to another section for a certain period of time, a shop order is made out. And if they do some work which is not included in their responsibilities (wash oil from metal, clear up breakages, remove dust) it is clear, it goes without registration, they are recorded as doing their own job.’

The direction of inter-shop mobility has also changed. At unsuccessful enterprises transfers are directed from those shops which are standing idle, those which have no work, to constantly and stably working divisions – or to those which have some prospects for work in the future. 

‘In 1987 I was transferred to the export section of shop one. There were some girls I knew there so that when a job appeared they told me at once. Of course it is more cheerful with your own people. And furthermore it was already obvious that in shop 12 there were few prospects, the production of NVA was being reduced, and in the export section the pay was higher as well, there was a bonus for sales.’ (Painter, 45 years)

At unsuccessful enterprises high-skilled older (kadrovyi) workers with narrow specialisations specific to the enterprise – assemblers, grinders, adjusters, polishers – remain at their jobs, holding on out of their ‘factory patriotism’ and the limited application of their skills, determined by the specificity of production. These groups try to search for other methods of increasing their salary and incomes: either by informal bargaining with shop management, using the importance (irreplaceability) of their position in the industrial and social structure of the shop, or by additional earnings both inside and beyond the enterprise.

Transfers among low-skilled auxiliary workers have two tendencies (we should remember the generally high level of mobility of this group). Those who have committed infringements of labour and industrial discipline in the past (and who have the appropriate records in their labour books) try not to change their place of work even within the framework of the enterprise, since the record in their labour book (and their record card in the personnel department) serves as one of the criteria at recruitment and so limits one’s chances of getting a job. Those who also tend to disciplinary infringements, but have not yet built up similar records, rather actively move, so as not to plague shop management for too long and not to allow matters to reach the stage of dismissal for disciplinary reasons or recording violations in the labour book.

Main conclusions

1.	As the researchers only had full data available on the dynamics of internal mobility for the last 2–3 years, it is rather difficult to evaluate the ways in which it is changing. Furthermore, as was found out, the analysis of internal statistics of the enterprises alone does not allow us to draw a picture of stable migration flows.

Examination of the workers’ personal cards allows us to identify the ratio of the main kinds of mobility in the individual careers of workers (inter-shop, qualificational, official) and also to identify the socio-demographic factors determining the intensity of internal mobility of the workers. However, the most valuable result of the analysis of the statistics was the discovery that at least half of all internal transfer at the enterprises occur ‘on the initiative of the administration’ and so the question of internal mobility is closely connected with the characteristic and types of personnel policy in the enterprises.

In this connection, qualitative materials – interviews with middle managers, personnel department staff and the workers themselves – have played an essential role in the generalisation of the results of research into internal mobility.

2.	The directions of internal mobility at the investigated enterprises in recent years are defined by two primary factors: the scale of internal reorganisation of production and the policy of staff reduction.

The first factor for the workers is a compulsory external reason for transfer and it does not have a significant influence on the structure of personnel. Its main role consists in providing a stimulus to the voluntary mobility of some of the workers. Some of them simply go with the main current of migration (remaining at the enterprise), others, by contrast, are induced to leave the enterprise for the external labour market.

Reductions in numbers result, first, in a ‘peak’, a sharp one-off increase in the level of internal mobility. This occurs in connection with the fact that in the majority of enterprises people faced with redundancy are offered jobs inside the enterprise and, faced with the deteriorating situation in local labour markets, this provides a way out for the majority of the workers. Secondly, the majority of the workers displaced in this way face a reduction in both social status and real incomes.

3.	As a result of the universal policy of reductions, conducted by the more prosperous enterprises earlier and by the less successful later, opportunities in internal labour markets have significantly reduced.

All vacancies and low-prestige jobs have been filled and, in case of dissatisfaction with a job, the worker can either compete for the best places with others, wait for a change in the situation, or leave the enterprise. More often the latter is the case, as a result of which external turnover grows even more.

4.	In recent years the internal labour market has become for many enterprises the single means of manoeuvring labour. Enterprises become closed systems when in conditions of extreme unevenness of production it becomes more favourable to redistribute existing labour resources between divisions than to recruit workers from outside, even temporarily. It is easier and faster to retrain the existing workers, acquiring as a result better quality skilled labour.

However, not all enterprises have the means for such retraining – although frequently the technological level is so primitive that, for an experienced worker, the period of training on a job can be reduced to a minimum.

5.	At enterprises of all types the main role in regulating the scale and direction of internal mobility is played by line managers. However, at the more prosperous enterprises the processes of redistribution are a part of personnel policy, initiated and supervised by management. Their purpose is the maintenance of a closed internal market, the preservation of the qualified nucleus of the enterprise. At the conservative, unsuccessful enterprises the shop management, alongside secondary employment inside the shops, uses levers of internal redistribution of workers to reduce the periods of idleness of the kadrovyi workers, maintaining a minimal level of employment for them. 

6.	The behaviour of workers in the internal labour market has also undergone some changes. On the one hand, the old mechanisms continue – orientation to improvement of their situation within the framework of one division (professional, qualificational mobility), aspiration to find easier (heavy, favourable etc.) work at the factory. On the other hand, now there are fewer and fewer opportunities to do this (see item 3) and for the unsuccessful enterprises incentives to remain at the enterprise completely disappear. As a result there is only one real alternative for the worker who wants to improve his or her situation – to leave or to remain and to suffer. The ‘voluntary’ internal labour market has sharply narrowed and only the ‘administrative’ labour market remains.

�9. External labour mobility

Veronica Kabalina

The rate of labour mobility in different types of enterprise 

The most distinctive feature of the Russian labour market, which marks it off from other transition economies, is the fact that, despite the depth of the economic crisis and the significant reductions in employment, labour mobility remains at a very high level, with almost a third of the labour force in industry and a half the labour force in construction leaving their jobs each year, with correspondingly higher rates for the mobility of workers. Moreover, within this relatively high rate of mobility, around two-thirds of separations continue to be recorded officially as ‘voluntary’, with enterprise management apparently unwilling to undertake significant programmes of compulsory redundancy, preferring to lay workers off temporarily and put them on short-time rather than risk the conflict and incur the cost of forced redundancy. This is connected with the fact that employment fluctuations are connected primarily with the financial position of the enterprise, with little significant restructuring of employment since there is very little productive investment. The absence of compulsory redundancy also, of course, significantly reduces the formal levers of control of management over the mobility of labour. Finally, the vast majority of separations involve job-to-job transitions, without an intervening period of unemployment, most registered unemployment remaining of a frictional character. Although much has been written about the characteristics of labour mobility and employment restructuring in Russia, this has almost all been based on the limited statistical data that is provided by Goskomstat, supplemented by a small amount of survey data. In their introduction to the volume produced by the Economic Development Institute of the World Bank, the editors concluded that ‘further research will be required to understand more satisfactorily the options facing state and privatized firms and their subsequent choices over employment and wages’ (Commander and Coricelli, 1995, p. xxi), but such research can only be based on case study and qualitative methods which can penetrate behind the aggregate statistical data to identify the range of different factors and processes underlying the movements whose diversity is concealed by aggregation and which cannot be revealed by statistical analysis because of the limitations of the available data. In particular, while the official statistical data is broken down by branch and by region, it does not provide the basis for distinguishing enterprises within a particular branch. Moreover, as we have seen above, it is in the area of labour turnover that officially reported statistics are most distorted.

In this chapter we will consider the scale of external mobility in different types of enterprise on the basis of the analysis of the statistics reported on form 2-T and the data provided by personnel departments, supplemented by our qualitative data derived from interviews and observation. We should note that these two data sources differ in that the former only records the movement of production personnel (PPP), while the latter includes all those whose hiring and separation is processed by the personnel department. For the new enterprises, which are not required to provide official statistical returns on labour turnover, the assessment of the processes of labour mobility will be based on estimates derived from internal enterprise documents (for example, the books of orders concerning hiring and separations, individual cards of permanent workers).

The more successful enterprises in our small sample have a more modest rate of labour mobility in comparison with the unsuccessful and new enterprises, and the rate fluctuates year-by-year in accordance with the fortunes of the enterprise.� The hiring and separation rates of these enterprises are, as a rule, less than those of their industries as a whole. The gap between the rates of hiring and separating are also smaller than in the other types of enterprise, and in some cases they are net hirers, reflecting the relative stability or even growth in the number of personnel in these enterprises. 

Of the three mines of the Vakhrusheva association Sokolovskaya, the most prosperous, with the best pay and working conditions, has the most stable and the lowest turnover figures. The Samara chocolate factory saw a decline in turnover comparing 1991–5 with 1985–90. Turnover at Tokem clearly changed depending on the financial position of the enterprise. The period 1986–9 was one in which Tokem was average among the city’s chemical enterprises, 1990–91 were years of take-off, but since 1992 Tokem has been in crisis and stagnation. Turnover has been high throughout the period, but has varied considerably from year to year. The average number taken on each year has varied from 17% (in 1990–1) to 41% (in 1994), while separations varied from 26% (in 1990) to 52% (in 1994), with turnover being lowest in the years of relative prosperity, but then more than doubling between 1990 and 1994, resulting in the progressive destruction, or at least deformation, of the nucleus of the collective. 

The less successful enterprises, by contrast, have a higher rate of turnover of personnel and a larger net loss of numbers. As the situation deteriorates in an unsuccessful enterprise the personnel nucleus of the enterprise is destroyed. Thus turnover at KEMZ in 1994 amounted to 1,905 people, or 74.5% of the total number employed at the end of the year. For ten months of 1995 1,212 people came or left, amounting to 49.6% of the actual number of people at the end of the year.

New enterprises see a very intensive process of inflow and outflow of personnel. The high turnover of staff is partly determined by the initial stage of development of new enterprises, marked by their small size, and partly by the approach of management to the formation of a collective and by the two-sector employment structure. As already noted, peripheral workers are usually employed on temporary contracts. In developing enterprises in the new private sector hirings frequently exceed separations. Komestra has displayed very high turnover in the five years of its existence, turnover sometimes exceeding one hundred percent. But now that the collectives of the main enterprise and the majority of its affiliates have been formed the turnover has fallen.

In this section the external mobility of workers, that is to say the movement of labour beyond the limits of the enterprise, will be considered.� On the one hand, this involves the movement of workers into the enterprise, that is to say the hiring of workers, on the other hand it involves their movement out of the enterprise, that is, separations. In the section on employment policy the processes of hiring and separating were considered as methods and channels of regulation of employment in the enterprise on the part of management. Here we consider additional characteristics of these processes such as the rate and structure of labour turnover. Quantitative characteristics such as the rate of hiring and separating are indicators of the degree of mobility of personnel. Analysis of the qualitative features of those joining and those leaving the enterprise allows us to draw conclusions about the changing composition of employment in the enterprise and about the most mobile categories of personnel. External mobility is an indicator of the situation both in the internal labour market (if one looks at one enterprise on its own) or in a particular type of internal labour market and in the external labour market (city, regional).

External labour mobility: separations

Separation rate

It is clear from the contrast between the situation in the small town of Osinniki and the larger cities of Kemerovo and Samara, that labour mobility is significantly higher in the latter, where the wider labour market offers more opportunities. It is also noticeable from examination of the monthly data from a number of enterprises that the separation rate increases in the spring (although aggregate Goskomstat data does not display any such pattern). In the case of the construction industry interviews confirmed that there is a clear seasonal pattern. In the majority of cases, however, the upsurge in separations coincided with a worsening of the position of the enterprise which was accompanied either by a decline in production and fall in earnings or by mass compulsory leave. 

For example, the increase in the number leaving KEMZ after March 1994 coincided with a period of compulsory leave, with about a quarter of the labour force on leave for an average 34 days each. Other workers were in fact on compulsory leave, together with the rest of their shop, without being included in the figures, either because they chose to take their regular vacation at this time or because they were able to find temporary work in another shop in the same factory. Many workers during these periods of compulsory leave seek temporary work beyond the factory, and then stay there permanently. Some, deciding not to stay, leave ‘for nowhere’ and look for work once they have left. Similarly, in Taldinskaya mine production stoppages in 1994 led to a significant outflow of employees in the middle of the year, the loss only being made good through gradual recruitment over the following year. 

This connection between the financial situation of the enterprise, the rate of pay, extent of administrative leave and late payment of wages, on the one hand, and the separation rate, on the other, is very obvious in all our case study enterprises, for example in the examination of the trend of separations from Tokem over time or of the differences in separation rates of the enterprises comprising the Vakhrusheva Association noted above, and reinforces the conclusion drawn from the comparative analysis of the variations in separation rates of more and less successful enterprises.

Voluntary and compulsory separation

Separations can be broadly divided into those which occur on the initiative of the employee, which can be called ‘voluntary’, and those which occur on the initiative of the administration, which can be called ‘compulsory’. The former is more likely to involve a direct transfer to another job, perhaps with a brief period of frictional unemployment, the latter is more likely to be associated with a period of unemployment. One might expect that the balance between the two would be strongly influenced by the ease or difficulty of finding a job, as indicated by the local rate of unemployment, but in Russia this does not appear to be the case. However, official statistics of the structure of separations by reason are very unsatisfactory, because of the reluctance of both employers and employees to record separations as anything other than voluntary, even if the employee was induced to leave by threats of disciplinary dismissal or compulsory redundancy. Moreover, an increasing proportion of voluntary quits are caused by low wages and long periods with no payment at all, so that these separations are hardly independent of the will of the administration, which in many cases has deliberately provoked workers to leave and continues to do so with warnings of impending redundancies. For these reasons the discussion of this section is based primarily on statistics from personnel departments, account books of hirings and firings and personnel orders, supplemented with and qualified by interviews with managers and employees.

Since 1991 the official statistical form 2-T, relating to workers, provides for only two reasons for dismissal: voluntary and for disciplinary violations, while form 1-T, relating to all employees, distinguishes voluntary dismissal and dismissal on grounds of staff reduction. Nevertheless, the personnel departments of ‘old’ large and medium enterprises continue to maintain the traditional records of the various reasons for separations. Each enterprise records the reasons for separation with different degrees of detail, which makes statistical analysis difficult. In new enterprises there are often no constant forms of internal accounting and so their data is not amenable to comparative analysis. In addition, the ostensible reasons for separation may not coincide with the true motives. This is particularly the case when those recorded as leaving voluntarily or retiring have in fact been forced out by management measures to reduce the labour force. For all these reasons the statistical data has to be complemented with qualitative data derived from interviews.

The distinction between voluntary and compulsory separation corresponds to the distinction made in the records of the personnel department between two groups of reasons for separation: a) on the initiative of the employee (in the formula of the personnel department this is ‘at the employee’s own will’ or ‘by transfer’, which legally has to be agreed by the employee) b) on the initiative of management (‘for disciplinary violations – absenteeism, reporting for work drunk, failure to carry out duties, violations of safety regulations etc.’, ‘staff reductions’, ‘end of temporary work’ etc.).� A third group of separations falls outside this division – separations on the employee’s initiative for ‘natural’ or legally prescribed reasons (‘on to pension’, ‘into the army’, ‘to take care of children’, ‘on grounds of disability’, ‘for reasons of sickness’, ‘through death’), which were included in reporting form 2-T until 1991. Sometimes separations on the employee’s initiative are divided into two groups by the personnel department: ‘for inadequate reason’ (the first group of separations in our classification) and ‘for adequate reason’ (the third group).� 

Despite our reservations, the division of the reasons for separating into three groups – on the initiative of the employee, on the initiative of the administration or for ‘natural’ reasons – allows us to characterise the scale and content of the processes of external mobility.

Separations on the initiative of the employee

Voluntary quits

According to the statistical data voluntary quits are the dominant category of separations in all of the enterprises which we have researched, regardless of type, amounting to between 50 and 70 per cent of all separations over the past three years. There is some tendency for the share of voluntary quits to be higher in the unsuccessful than in the successful enterprises. The gradual growth in the proportion of voluntary quits is also characteristic of all the enterprises. 

The most marked relationship between the position of the enterprise (which is evaluated by the employee from the point of view of the level and stability of earnings) and the proportion of voluntary quits arises in our research in two circumstances: when there is a marked change in the position over the period 1990–94 in a single enterprise (Tokem) and when there are differential conditions in pay in various enterprises in the framework of the same firm (Vakhrusheva Association). In the first case, as the financial position of the firm deteriorates we observe a sharp increase in voluntary quits; in the second case, the most prosperous enterprise, Sokolovskaya mine, has the lowest share of voluntary quits.

The main factor leading to a voluntary quit is dissatisfaction with pay at the previous place of work.� This is particularly obvious in the unsuccessful enterprises. 

Between 50 and 70% of those leaving ZiM over the past few years have done so voluntarily, the average for the past two years being 57.4%. Even in 1992–3, the year which saw the largest number of separations, 57.5% were recorded as being voluntary. Half of those leaving KEMZ voluntarily give their reason to the personnel department as being their dissatisfaction with pay. The predominant reasons for leaving RMZ were the higher pay in neighbouring mines and the heavy work. The majority of those leaving Metallurg give their reasons as dissatisfaction with pay, although in the 1980s only around 5% gave this as their reason. In the chocolate factory, by contrast, only 4 of the 227 people who have left voluntarily over the past five years gave dissatisfaction with pay as their reason. In Tokem, at the peak of its prosperity in 1990–91, only 11% of separations were recorded as being voluntary, a fourfold cut on previous years.

Although the level of voluntary separations from successful enterprises is lower than from unsuccessful, the question arises of why any employee should voluntarily leave a successful enterprise? The main ‘comparative advantages’ are to earn more at an even more successful enterprise, or to seek better working conditions. As a rule younger workers are reluctant to work in poor conditions and at the first opportunity (with comparable pay) they will go where the work is easier.

Not all people leave because of dissatisfaction with pay or working conditions. Some gave their reasons as their relations with the administration or with their immediate superior. 

‘My boss wanted to get rid of me in every possible way, conflicts arose for the slightest of reasons, so he got rid of me. I had run into a brick wall.’ (Stoker, 56, worked 7 years at the chocolate factory)

Another possibility arises when work is regarded only as a means to obtain housing, in which case any dashing of hopes influences the person’s employment strategy: 

‘The main reason for taking the job was to get a house. But after I had worked for some time they refused to give me one, saying that my existing home was large enough and corresponded to all the norms, so I left in April 1995.’ (Technician in aircraft factory, 43 years old).

One woman who had changed jobs quite often gave her main reason as ‘they promised, but they did not give me a house’.

However, despite the variety of personal reasons for changing jobs, none of them can compare in relative weight to the search for a better paid and more stable job. 

In new enterprises other reasons for voluntary quits appeared, less characteristic of old enterprises. First, inability to meet the demands of the job. In Komestra, according to its managers, the most frequent reason for separating was the person’s inability to work in such a rapidly changing environment and to achieve the high level of activity demanded. In this case, the employee might decide to leave on his or her own account or the decision might be provoked by the administration. In Komestra discipline violators may be forced out voluntarily. Second, leaving for career reasons. Women often leave Komestra for this reason once they have reached their career ceiling in the firm but want to go higher in the managerial hierarchy.

Many people have noted the advantages to the administration of ‘compulsory-voluntary’ redundancy, which saves them having to pay three months’ redundancy pay, and it is clear that a large proportion of voluntary quits in the less successful enterprises are only formally such. There is another important aspect to note. Since in hiring today there is no such formal document as a testimonial (in the past its substitute was the notorious ‘reference from the previous place of work’), the worker’s labour book serves as the basic formal recommendation with its ‘service record’ which lists every job change with the official reasons for separation. There is a general perception that those dismissed by virtue of redundancy are predominantly those not needed by the enterprise because they are undisciplined, inexperienced etc., so people prefer to leave ‘voluntarily’ because in that case they think that they have a better chance of getting another job than if their labour book is marked with dismissal for staff reduction. Thus the employer and employee mutually agree that the employee will leave ‘voluntarily’. In this situation the personnel department will record the separation as voluntary so as not to make it more difficult for the employee to find another job. This is even more the case with disciplinary dismissals, where the employee does not want a blot on his or her record, while the employer does not want the bother of a disciplinary proceeding. The result is that disciplinary violators, working pensioners and other unpromising and undesirable employees are recorded as voluntary quits. This happens at all types of enterprises, so smoothing out the differences between the different types of enterprises in the reasons for separating. Interview data, however, very clearly reveals that the character of voluntary separations has changed over time, and is very different in successful and unsuccessful enterprises. The upsurge in voluntary quits from the middle of the 1980s was connected with the widening of pay differentials, and changes in the inter-branch structure of such differentials, inducing the younger, more highly skilled and more enterprising employees to change jobs in search of higher wages and better working conditions. The new practice of ‘compulsory-voluntary’ separation developed from the early 1990s as the more ‘forward-looking’ managements began to seek to reduce staff while avoiding their obligations under the labour code and the law on employment and as they began to tighten up on labour discipline and force out working pensioners. From 1992 the parallel tendency emerged in the less successful enterprises, which used administrative vacation and the non-payment of wages selectively as a means of forcing out the less desirable employees.� This has lead to a growing differentiation in the real reasons for voluntary departure in the more and the less successful enterprises: in the former some people quit voluntarily for the traditional reasons of finding a better job, while others are pushed out with the threat of redundancy or dismissal; in the latter people quit voluntarily in desperation when they do not have the chance to work or to earn enough to live.

Transfer to another enterprise

Transfer to another organisation is an institutionalised channel of redistribution of labour power between enterprises, by-passing the formal external labour market, so it is a manifestation of an informal external labour market. From our interviews it is clear that transfers are not recorded as such. The majority of workers begin to look for a new job before they leave their old one and a significant number leave already having reached a prior agreement about a new job.

According to enterprise data transfers make up around 7–10% of all separations (the range is from 2 to 25%). 

At present there are contradictory tendencies to the broadening and contraction of this channel of institutionalised transfer. For the worker it has the advantage that his or her service is not interrupted and holiday and similar entitlements are preserved. In the past it was quite common for managers who did not want to lose skilled personnel to impede their separation by refusing to register it as a transfer, so that the employee then had to leave voluntarily, but now this practice is less effective. On the other hand, transfer to the commercial sector can occur on the basis of a verbal understanding with the new employer, without registration of the labour relation established.

In 1994 8.8% of the Shar employees were transferred from the factory to other enterprises, but in 1995 only 2.1%. At KEMZ the same fall is observed, from 11 to 2%. These figures would indicate the breakdown of transfer agreements between firms, but at ZiM the proportion increased from 6.7% in 1989-90 to 9.4% in 1994-5. RMZ has also begun to use this form of dismissal.

This kind of institutionalised redistribution of labour power between enterprises is more typical of a ‘departmental labour market’ (Bizyukov) such as is found in the coal mining industry with the transfer of miners between mines. The internal labour market of a firm with several juridically independent enterprises, such as Vakhrusheva (where 20-25% separate by transfer), is a kind of transformed departmental, or firm, labour market. If there is an administrative transfer of an employee, or more often a group of employees, the bargain is employer-employer, or if it is on the initiative of the employee, then parties to the bargain are employer and employee.� 

Separations on the initiative of the administration

Dismissal for disciplinary violations

Two tendencies can be observed in the statistics:

1. At successful enterprises the share of those dismissed for disciplinary reasons is, as a rule, higher than in unsuccessful enterprises, although in the last two years there is a tendency to its reduction.�

Thus in the Vakhrusheva association twice as many are dismissed for disciplinary reasons from Sokolovskaya (10.9%) as from Vakhrushevugolstroi (4.9%), which faces closure. Some enterprises saw a marked increase in disciplinary sackings in 1993 and a fall in 1994. This can be explained by the fact that management of these enterprises got rid of their undesirable employees in 1993, which many commentators have noted was when undesirable workers were cleaned out on the eve of mass redundancies, and did not hire such people in the external labour market, so that by 1994 fewer such people remained.

2. The proportion sacked for disciplinary violations in unsuccessful enterprises has declined, although this does not seem to reflect a reduction in the number of violations. Thus, according to KEMZ data, in 1994 there were 225 cases of absenteeism recorded, an increase of 13% over 1993, but the same year saw a reduction in the proportion sacked for disciplinary violations over 1993. Thus the punishment is applied less often by the chiefs of subdivisions. Several line managers in unsuccessful enterprises noted that they had had to become more lenient with drunkards and absentees because otherwise nobody would work. For example, one shop chief, having made out an order to the personnel department about taking administrative measures against a worker who was drunk at work wrote on it as a joke ‘administer the usual strict reprimand’ (in the past a second strict reprimand was normally a basis for dismissal under the labour code). 

Apart from economic and labour market factors, the number registered as sacked for disciplinary violations is regulated by several standard norms. Someone with such a dismissal recorded in his or her labour book has little chance of finding prestigious and well-paid work. So as not to reduce their chances of subsequently finding a job the administration prefers to resort to less forceful measures against discipline violators, the majority of whom are persuaded to leave quietly and are registered as voluntary quits.

According to the personnel department of the chocolate factory, between one third and half of those who leave voluntarily have violated labour discipline, or have been caught stealing, and have in fact left on the initiative of the administration. Disciplinary dismissals are only registered as such in the case of intentional violations, or in the case of people who are not incorporated into the system of informal relations and who violate some informal rules (for example, ‘drink, but know how much and don’t show yourself’, ‘steal things, but not more than other people and not too openly’) Usually in the course of a year 5–7 such people are dismissed. 

Such practices are equally common in new enterprises. In MZhK Stroi about half of those who officially leave voluntarily are in fact thrown out for disciplinary violations (absenteeism, drinking) or for theft. The deputy director explained: ‘It is understood here that we will get rid of such workers, but without spoiling their labour books’. In 1995 Intensivnyi korm sacked two loaders from the warehouse before the end of their probationary period, but they were officially and in their labour books recorded as voluntary quits.

A stricter attitude to disciplinary violation and an increase in the number sacked for disciplinary violations arises when the administration would otherwise have to introduce compulsory redundancies. Thus, in the chocolate factory 20 people were sacked for disciplinary reasons in 1994.

Staff Reductions

According to personnel department statistics, there have been no large scale redundancies from any of the enterprises: the proportion made compulsorily redundant has varied from 0.4% (RMZ, 1990 and 1992) to 13.5% (Shar, 1995).� The number has increased since the beginning of the 1990s, the peak being in 1994–5. Moreover, the proportion is generally higher among the less successful than among the more successful enterprises.� The less successful enterprises also show the highest proportion of those made redundant as a result of staff reductions among those dismissed on the initiative of the administration. 

In general the data support the arguments made in the chapter on employment policy, where it was argued that management of less successful enterprises focuses on control of staff reductions. In that chapter the small scale of compulsory redundancy was explained by two factors: first, opposition from line management and the activism of workers faced with redundancy in looking for other jobs within the enterprise. Second, the ‘social’ reasons for recording separations as voluntary already noted above, which is why the figure is very low even among enterprises which have cut their numbers significantly. For example, in 1994 120 people were dismissed from the chocolate factory to reduce the staff, all of whom left to take their pensions. In the personnel department they were recorded as dismissals, but this was not reflected in the returns on form 2-T, where they were officially registered as voluntary redundancies and retirements. 

However, in the current situation one cannot consider compulsory redundancy in an unambiguously negative light as a forcing-out of workers. In some cases this is used, paradoxically, as a means of providing social and material support to employees. When the payment of wages is delayed for between three and five months and the enterprise is no longer an attractive place to work so that employees are covertly looking for new jobs, it is beneficial to them to be made compulsorily redundant. In such a case, apart from the payment of back wages and the normal redundancy payment, during the next two months without work the redundant employee receives benefit, with benefit for the third month being paid following registration with the Employment Service. Even though the enterprise may not have money to pay wages, when small amounts of money arrive they try to pay those who have left and those who are going on vacation. In this situation the employee who has been made redundant is in a more advantageous situation than those who have left voluntarily or those who are still working at the factory: they have a small amount of financial support and much more free time to devote to looking for another job. Moreover, if they do not succeed in finding a job they can count on receiving unemployment benefit and, since the factory probably still needs people, they can always go back to their former jobs.

Additional reasons for dismissal on the initiative of the administration have emerged. In addition to the traditional disciplinary reasons (absenteeism, coming to work drunk), new reasons have appeared: a) ‘failure to carry out duties’, ‘breach of safety regulations’ b) ‘ending of the contractual term’ and ‘end of temporary or seasonal work’. Not many people are dismissed for the disciplinary reasons itemised in point a), but in the past such reasons were hardly ever used because of their openly conflictual character, so their use now is an indication that the administration is willing to move towards increasingly strict forms of interaction with employees. The latter categories reflect the aspiration of management to regulate numbers of personnel with the use of flexible forms of employment.

Voluntary and compulsory redundancy in enterprises of different types

The proportion of those leaving on their own initiative is higher in unsuccessful enterprises than in successful ones. This structure of redundancies testifies to the flexible behaviour of employees in the labour market. Workers respond sensitively to a cut in relative wages and move to other enterprises without experiencing the burden of extended unemployment. This response stands out clearly in the monthly figures for turnover.

Apart from this, high labour mobility is obviously characteristic of those regions which have a diversified economic structure and, as a rule, low level of registered unemployment, such as Kemerovo and Samara on which our research has been based. In small cities with a narrow labour market the situation is different, this being an important restriction on the voluntary mobility of workers. Thus, in Osinniki there are virtually no alternative jobs for workers with average or low levels of skill.

The employment policy of management of unsuccessful enterprises until recently has not presented any serious barrier to the voluntary mobility of employees, although from 1994-5 there has been an observable tendency for management to interfere in the process of outflow of personnel and to take the initiative in making cuts.

The most evident change in the character of quits is observed in those cases in which there are fluctuations in the economic and financial position of the enterprise and so in the level of payment of labour. We have already noted the sharp fluctuations in turnover at Tokem. In parallel with these fluctuations, compulsory redundancies were replaced by voluntary quits: Very few employees were recorded as leaving voluntarily in the period of prosperity (1990-91: 11% of quits in each year, a quarter of the figure of previous years), and even these were in fact mostly compulsory quits, particularly because redundancy through staff reductions was still very rare in those days. The majority of quits at that time were compulsory (retirement, transfer to another enterprise, by virtue of cuts or for disciplinary reasons), reflecting the deliberate policy of management to reduce the number and improve the quality of those employed. The situation began to change towards the end of 1992 when the outflow of workers increased as the economic situation deteriorated and pay began to fall. The separation rate increased twofold between 1990 and 1993, to 49%, and the proportion leaving voluntarily amounted to 70% in 1992 and 88% in 1993, the overwhelming majority being genuine voluntary quits. 

Separations for legally prescribed reasons

These are mostly people who leave the labour force completely, either temporarily or permanently. Statistical data do not show any clear relationship between this reason for separating and the type of enterprise. The numbers leaving in this case depend primarily on the demographic structure of the enterprise’s labour force and the working conditions (earlier retirement for harmful working conditions) rather than the financial condition of the enterprise.

At the same time the scale of such separations is strongly influenced by the government’s social policy and the employment policy of particular enterprises. Reduction of numbers on the initiative of the administration is focused particularly on older workers, and so is associated with a significant increase in retirements. Thus, at Tokem in the period of the campaign to cut numbers the proportion retiring doubled compared to previous years. If the administration attempts to ‘rejuvenate’ the labour collective, this generates fear among those approaching pension age that they will be forced out before they qualify for their pension. We have frequently encountered such comments: 

‘I have to work to earn money, and I work because I will soon be due for retirement. Although they let us keep working, with all the restructuring and reductions they may throw us onto the street, then we don’t know what we will do.’ (machine operator, 45 years old, 25 years work in the factory)

At the same time, because the pension is so low, for many people retirement implies a substantial reduction in their standard of living. Those hardest hit are those working in successful enterprises who are the main breadwinner in the family. This is very clear in the chocolate factory: 

‘You see, half of our women are almost the only breadwinners in the family, many factories are stopped or work only at half capacity, so one can certainly not expect them all to live on their husbands’ salary’. (Kiln worker, 10 years at the factory)

In some of the prosperous enterprises the situation is resolved by the enterprise paying those workers who retire an additional sum on top of the official pension.

Social-professional composition of separations

Statistics on the social-professional composition of separations are maintained in some enterprises, although they have never been the object of compulsory collection and reporting. Thus we have to rely on internal statistical information and on interviews to derive provisional hypotheses.

Composition of separations on the initiative of the administration 

Management in both successful and unsuccessful enterprises wants to get rid of particular categories of employee. At the beginning of the 90s these were primarily employees who had already reached retirement age who were induced to leave by various more or less forceful measures (persuasion, pension privileges, threat of redundancy without such privileges), and violators of discipline (who were predominantly men). Thus, in the chocolate factory those dismissed for disciplinary reasons were mostly alcoholic men over fifty years of age. In describing the composition of those who left Tokem in the period 1990–1 respondents identified them as predominantly violators of labour discipline, low-skilled employees and those of retirement or close to retirement age. Those who left were helped in finding alternative employment and were also paid various benefits, including early payment of pension for those who had worked long enough to qualify for a pension by virtue of working in harmful conditions, but had not yet reached pension age.

During the period of reductions through 1993–4 other ‘unpromising’ categories were affected, especially low-skilled blue- and white-collar workers, among whom were many women. This was the case in Metallurg, where they tried to conserve the core of the labour force by laying off low-skilled auxiliary workers, service personnel, controllers, laboratory assistants and so on, the large majority of whom were women. 

In Shar in 1993-4 the following categories were reduced: 1) pensioners, 2) other ‘undesirable elements’: discipline violators, bad workers and trouble-makers and 3) those who were intending to leave anyway, and did not object to receiving redundancy payments. A few dozen ITR from the factory administration were also dismissed, mainly people close to retirement. All those laid off were formally offered alternative work in the factory, but usually low-paid and undesirable jobs.

In KEMZ in 1992 there was a small reduction of pensioners. 1994 saw redundancies on a larger scale, with 230 people to be cut, mainly directed at controllers, norm-setters, engineer-technologists and electrical engineers, but in fact many fewer were actually laid off. Cuts at RMZ affected only ITR from the technical department, all of whom were offered vacant workers’ posts, but none accepted. MZhKstroi had one small wave of redundancy in 1993, when 5 women ITR were sacked not for economic reasons but because they were poor workers.

Data on the social-professional composition of those sacked on the initiative of the administration conform the data of other research which has found ITR and white-collar workers making up around 40-50% of those made compulsorily redundant.� The composition is affected more by management employment strategy, and particularly the presence of a dualistic core-periphery model of employment at the heart of this strategy, than the type of enterprise.

Composition of voluntary quits

One would expect to find that higher turnover would be displayed by employees with all-round professional skills, rather than basic skills typical of that particular enterprise. This is the case in KEMZ, for example, where turnover has increased most amongst welders and drivers while fitters, who also have all-round skills, have traditionally had a high level of turnover (about 15–20% of all separations) and turnover is least among those with industry- and firm-specific skills. Osinniki, despite the fact that it is a small town with a relatively narrow labour market, has a wide range of opportunities for construction workers of various kinds, so RSU has a high level of labour turnover as carpenters, plasterers, welders and mechanics come and go between a wide range of organisations, including state farms and business concerns. 

The most important factor in determining the composition of those who leave has become the increasing differentiation of pay (both its level and the regularity of its payment) in enterprises in different financial situations. In the past, in Soviet enterprises, there was a specific category of employee who moved around from enterprise to enterprise, many of whom were violators of labour discipline, absentees, drunkards. High turnover was typical of low-skilled auxiliary workers, as a rule men, and for young workers, and the proportion of these two categories in the labour force was clearly reflected in the turnover figures. 

Thus the most mobile workers in Metallurg in the 1980s were young workers who had not yet ‘found themselves’, not having acquired much work experience, with a short period of service in the factory and not yet having succeeded in acquiring the privileges of a kadrovye worker (against an average turnover rate of 7–8% for the enterprise, that of young people was on average 30%). They gave up their jobs without hesitation, sometimes without having made any decision about what to do next, without any fear of breaking their work record (with retirement far in the future) or not finding another job (vacancies being advertised on every lamp-post). In the enterprise young workers often did not like heavy work, bad working conditions or an inconvenient work schedule. Turnover was also high among the lowest skilled and least disciplined part of the labour force. These people were not marked, on the whole, by a particular enthusiasm for work, they violated labour discipline and, not having managed to obtain any qualifications, turned up at the gates of the enterprise. Violators might be sacked for breaches of discipline, but were often persuaded to go voluntarily. These workers left the enterprise with few regrets and soon found themselves similar work at another since there was a shortage of unskilled labour everywhere.

Thus the external labour market was dominated by young people with limited skills and experience and also the low-skilled and least disciplined segment of the labour force. 

Analysis of mobility in the successful enterprises in the present period leads to the conclusion that these enterprises preserve the traditional model of separations which allows them to reproduce the two-sector structure of internal employment. The majority of employers who belong to the core continue to work at the enterprise, with high external mobility characteristic of those employees who belong to the periphery. 

In RMZ the core of the collective remains basically stable, with turnover confined largely to unskilled labourers and the construction section. As in the past, in Metallurg the most mobile group is the young male workers. The young find it easier to adapt to new conditions, are more ambitious and much less ‘attached’ to the enterprise than older workers. They are ready to take on themselves the responsibility for finding a job and are simply more active in job search. Young people do not want to put up with heavy work and leave to find easier work where they can earn more, or heavy work with higher pay. Among the main production workers the highest turnover is among the low paid cutters, while welders and mechanical saw operators, who are auxiliary workers, are also inclined to leave. Managers and white-collar workers show little inclination to change their jobs.

In unsuccessful enterprises the two-sector model breaks down, and other categories appear among the mobile workers. Thus in 1992 in Tokem the wave of voluntary separations affected above all auxiliary workers with universal specialisms (repair fitters, electricians). Three or four months later main production workers also began to leave.

Shar, in a crisis position, has seen a mass exodus of skilled workers, while production-line and auxiliary workers have been more stable. The biggest fall over the past ten years, of almost 90%, has been in those working in hot and harmful conditions where, in addition to the fall in pay, workers have suffered difficult and dangerous working conditions. Workers in general professions who belonged to the ‘labour aristocracy’ have also left, with the number of adjusters and machine operators in the labour force falling by three-quarters. The proportion of construction workers has fallen to the same extent, which is hardly surprising since construction work has come almost to a standstill. The number of workers with less scarce and skilled specialisms has fallen by between 55% and 65%, the smallest decline being among cleaners and storekeepers, who are overwhelmingly women, and among drivers, whose number has fallen by only 37.6% because they have ample opportunity to earn additional money using the factory’s transport facilities.

During the years of reform pay differentiation has appeared not only between professions but also, within the same profession, between enterprises. This opens up new channels of mobility as scarce and skilled workers in unsuccessful enterprises begin to look for opportunities outside the enterprise. Auxiliary workers with general skills join the marginal categories of worker who traditionally had a high level of mobility, followed by skilled workers who cannot make up for the fall in income with secondary earnings in their own enterprise or outside. After them the enterprise begins to lose ITR. Old skilled workers, semi-skilled production workers (assemblers, operators), managers and white collar workers who have less chance of maintaining their living standards (or getting another job) outside than within the enterprise, remain. 

It is difficult to study these processes if the enterprise does not maintain the appropriate statistical data, but internal sources and our own interviews enable us to compensate for this somewhat. 

The statistics for the skill composition of the labour force at Shar paint an unexpected picture: contrary to the widely held view that it is the high-skilled workers who leave first of all, the statistics for Shar over the past ten years show the reverse. In 1985 workers on grades 4-6 made up 47% of the total, in 1995 they made up 56.2%. While the number on grade 1 has fallen by 70%, the number on grade 6 has fallen by only 34.8%. The main reason for this is the ageing of the enterprise: the average age is now more than 45, while virtually no young workers are recruited. In addition there has been a process of reducing the number of low grade workers, whose extremely low pay makes it almost impossible to retain them in any case. 40% of the employees have worked at the factory for more than 20 years, with over 25% more having worked there between ten and twenty years: two-thirds of the present labour force have worked there for more than ten years. So those who remain at Shar are mostly people who have worked there all their working life. Apart from their factory patriotism, they stay for a number of practical reasons: some have only a short time till they draw their pension, some are afraid that an older person has little chance of getting another job. Moreover, older people as a rule are not inclined to seek work in commercial structures and so a substantial part of the labour market is closed to them. 

Those who remain in such an enterprise form a fairly homogeneous group and the internal structure of employment approximates to the core-periphery model although, in comparison with successful enterprises, there is a tendency not only to the reduction of the core but also to its disintegration. These processes have reached different stages in different enterprises, with disintegration proceeding most rapidly in those enterprises from which skilled experienced workers have left, to be replaced by young workers who soon leave.

At KEMZ for many years 40–50% of those who left had less than one year’s service. But from 1991 the proportion of experienced workers with more than ten years’ service leaving increased markedly, reaching 31% in 1994, a higher rate even than among the novices: at that rate the nucleus of the enterprise would be lost in only three years. Among ITR the process proceeded even more intensively, with turnover among ITR reaching the level of the workers over the past two years. In 1994 the proportion of ITR with more than ten years service leaving amounted to 45%, with a further 29% having 5–10 years service. The majority of the recently recruited left as well. 75% of those taken on in 1974 left during the same year, only 5 of 12 young specialists taken on remained at the end of the year.

The destruction of the core can become irreversible in this case, when the processes of its reproduction are undermined, either through the high turnover of newcomers and ageing of the nucleus, or by blocking of access to the core on the part of the experienced workers.

New enterprises

As in the more successful old enterprises, the composition of separations in new firms reflects the existence of a two-sector model of internal employment: the overwhelming majority of separations are from the peripheral sector. However, by contrast to the old enterprises, where the core may comprise up to 80% of the labour force of the enterprise, in new enterprises the core is typically small, with a large periphery.

Of the 197 people taken on by MZhKstroi during 1994, 104 people left the same year, and another 45 of those recruited earlier also left. The mass of these were from the construction section and the motor transport pool. The high turnover of MZhKstroi is explained by the specific features of the labour force in the construction industry: on the one hand, cases of indiscipline, drunkenness and theft on the part of building workers are by no means rare and a significant proportion of those who nominally left voluntarily were in fact dismissed, as already noted, for disciplinary reasons. On the other hand, construction workers are distinguished by their high mobility, which includes not only frequent changes of job but also a high degree of adaptability to particular working conditions. Once they have acquired one specialism they are quickly trained for others, mastering the building trades on the job.

In Intensivnyi korm specialists in brokering operations are not only the most enterprising and active part of the labour force, but they are also the most mobile. The business activity of these people leads them to seek better prospects by setting up their own firms or going freelance. At the same time the turnover of office workers in the firm is very low.

In Komestra the top chiefs and leading specialists remain the ten founding shareholders of the firm and do not change. At the same time the very high level of turnover (the separation rate amounting to 100% in 1994) is explained by the rapid movement of peripheral employees.

Directions of exit: where do the quitters go?

We did not set out to study systematically what happened to those who left our enterprises, but decided that the question should be addressed. However, we had great difficulty in following up workers who had left the enterprises: some had moved, some could not be found, some would not speak about their labour careers, so our observations are based primarily on interviews with specialists and with those who continue to work in the enterprises.

It is interesting that despite the variety of jobs taken by those who left, one can identify two primary directions in which people moved: first, enterprises in the spheres of transport, power and municipal services and, second, in small private business. Most of those leaving the enterprises with the largest outflow in Kemerovo, Samara and Osinniki did not go into other industrial enterprises because, as one of them said, ‘the factories have all cracked up’. The most attractive work places are now in communal services, such as heating and water supply, where pay is reasonably high and is paid on time, municipal housing, transport etc. 

The flow into the private sector is less intense, although in KEMZ the majority of skilled smiths were said to leave for small private workshops, co-operatives linked to engineering factories or mechanical shops of small repair enterprises and so on. However, since co-operatives have a tendency to ‘burn out’, many of these workers return rather than have to spend time looking for other jobs.

In general, it is widely believed among those who remain in the enterprises that the majority of those who leave go into commercial structures or simply trade on their own account. Our research, however, allows us cautiously to conclude that such an impression is greatly exaggerated. Thus, for example, of the 22 people who left the diamond-grinding shop of Shar in 1995 about whom we have information only four or five moved into commercial activity in one form or another. Our work history interviews with 250 employees drawn from our twelve enterprises also show that a relatively small number of employees of industrial enterprises, and even fewer workers, move into commercial activity. If they do work in trading organisations it is most often as loaders or watchmen. Drivers are in the most privileged position, particularly if they have their own transport: the way is open to them for collaboration with commercial structures.

Again, by contrast to the common impression, exit to commerce does not appear to be a widespread practice for young workers either. Young workers prefer to find a job which does not demand initiative, responsibility or high skills, or where the work schedule gives them a chance to do additional work (construction, security, transport driving). In general employees of industrial enterprises regard the private sector as a place of secondary employment and not as a desirable place in which to have their main job. 

In those cases in which one sees external horizontal mobility without a change of profession voluntary quitting usually means a transfer to an equivalent job in another industrial enterprise which is closer to home or in which friends and relatives are working. At the same time, it is not always possible to get a job in a stable large enterprise. In choosing a new place of work a large role is played by informal networks of social connections, which can also accelerate the external mobility of the worker. It is quite common for workers who have been successful in getting another job to drag or entice their former workmates to follow.

Half the moulders (mostly young women) and some of the core-makers were dismissed from one of the shops of KEMZ in the course of reductions two years ago. After this, those who had left and had managed to get quite good jobs elsewhere began to pull their friends who remained in the shop after them. People went in batches into trade, into the furniture and clothing factories and into the meat processing plant. 

EXTERNAL LABOUR MOBILITY: HIRING

Structure of hiring: channels 

In the chapter on employment policy we discussed the ways in which employers use different channels of hiring and distribute and receive information about employees. In the chapter on the behaviour of workers in the labour market we discussed what channels the workers use in seeking and finding work. In this chapter the information on channels of hiring will be complemented by the analysis of statistical sources about the recruitment of the workers. 

Since 1991 information on methods of recruitment has not been provided in official statistical sources. Although the former statistical form included such a section, its formulations were aimed at creating the best impression of the role of the state in the disposition of labour resources (‘by organised placement’, ‘through labour placement agencies’, ‘through direction by educational establishments’), though it is well-known that in total an insignificant proportion of new workers were placed through all these channels. Traditionally enterprises resorted to ‘free hiring’ of staff, for which there were various forms of recruitment, most often on the initiative of the workers. ‘Transfer’ testified to a special institutionalised method of recruitment which workers used. Today only a few enterprises maintain an internal record of the structure of personnel recruited,� and the basis of recruitment is more rarely recorded, these records being on a different basis in each enterprise. This makes it impossible to conduct statistical comparisons, though on the basis of the statistics of the separate enterprises it is possible to make quantitative estimates of the ratios of different channels of recruitment of new workers. Our work history interviews have provided an additional source of information on channels of recruitment. 

In order better to understand the changes of the last few years, we shall describe the main channels of recruitment of staff typical of many large and medium industrial enterprises in the Soviet period, using the factory Metallurg as an example. 

Young staff were prepared for the factory by a special technical school and tekhnikum, to which graduates of a number of faculties of Samara polytechnical institute were directed on graduation. Apart from this, many people were recruited to the factory simply through the personnel department. Throughout the years of Soviet power recruitment to the factory was open, and in principle it was possible to come there freely ‘from the street’ – however, in such case a person could not hope to get one of the better jobs, but would find him or herself in a ‘bad shop’ and in general would find future adaptation to the factory difficult. By the beginning of the 60s the main skeleton of the kadrovyi workers of the factory had already been established, so that all the important jobs with good prospects, and especially the ITR and managerial posts, were allocated exclusively through channels of personal connections. At the factory there were many families ‘of workers’ dynasties’, the workers asked for jobs for their relatives and friends, for all those for whom they ‘could warrant’. The usual algorithm of the system of recruitment was this: the ‘referee’ made a request to the chief of the subdivision, who made the decision about the contender for a job, and he or she went to the personnel department with the application already signed by his or her future chief. Thus the existence of a recommendation meant much more than the personal qualities of the applicant – which often simply did not interest them. 

In connection with the deregulation of the labour market such methods of recruitment as hiring ‘by organised recruitment’ have disappeared, its role not being fulfilled by the new form of hiring ‘on the direction of the employment service’, recruitment of new workers ‘through direction by educational establishments’ is more limited (about 10% of new workers come to ZiM by this route). The system of recruitment ‘by transfer’ has remained, accounting for one in seven job placements within the enterprises which make up the Vakhrusheva association, although it is much less prevalent elsewhere, typically only 1% of hirings being by transfer. However, free hiring has become absolutely dominant, and is the only method of recruitment to new enterprises.

Free hiring 

Enterprises do not keep statistics describing the different channels of free hiring. Therefore the main source of information is interview materials and expert assessments. Using the terminology of our respondents, the two main forms of free hiring are ‘from the street’, when the person addresses him or herself directly to the personnel department, and ‘through acquaintances’, when recruitment is through the intermediary of a referee working in the given enterprise who can be simply an acquaintance, or a former schoolmate, or a friend or relative of the person seeking a job. In this case the second link in the recruitment chain is the line manager (usually the chief of shop, but it can be the foreman), and only then the personnel department. 

Here, for example, is the structure of free hiring in one of the shops at Shar. Of the 20 people taken on in the shop last year, only 2 came ‘from the street’, all the others had friends in the factory. We conducted work history interviews with 33 workers in the shop, of whom 15 had been recruited by relatives working in the factory and a further 7 by friends. The remaining third had been recruited through the personnel department. In twenty nine of the thirty three cases the decision to come to work at this factory was their own, in only four cases had they been invited to work here by some management representative because the factory needed just such an employee: in two cases these were ITR, in the two others very high skilled and experienced workers. Nobody mentioned advertisements or any other methods of attracting staff. 

The tendencies which are clearly displayed in this far from prosperous enterprise are characteristic of many other enterprises. First, as in the past, it is the workers themselves, rather than the employers, who are most active in the selection of staff; second, free recruitment ‘from the street’, in particular for ‘good’ jobs, has declined. In a number of cases the filling of vacancies is entirely through ‘internal’ hiring.

As in the past, a few dozen people every day turn to the personnel department of Metallurg in the hope of getting a job. However, the composition of the applicants is very different from that of the past. In the opinion of the personnel manager, only about 20% of them have no information about the requirements for labour at the enterprise. The overwhelming majority of applicants not only know about the availability of particular vacancies in specific trades and specialities, but also have a prior agreement with one of the managers at some level or another, that is they have patronage. The typical situation is one in which a number of people apply for a single vacancy, each of whom has somebody speaking for him or her. In the last few years the filling of management posts has been accomplished only through the redistribution of staff. It is impossible to get a job as a manager or specialist from outside. 

The role of recruitment through friends and relatives increases when the enterprise introduces restrictions on the recruitment of new employees. 

In 1990–1991 recruitment for work at Tokem was very restricted, particularly for the basic workers’ specialities. On the door of the personnel department of the enterprise hung the announcement: ‘no hiring’. It was only possible to get a job in the firm either through friends or as a skilled specialist in a trade which was scarce in the city. Here are some typical cases of workers recruited at this time. 

Viktor, a welder who joined the firm at the beginning of 1992: ‘A friend offered to help me get a job at Tokem. He discussed it with the chief of shop and recommended me as a good welder, not a drunkard. He agreed to take me. Then it went like this. They telephoned and the chief of shop came out to the entrance, looked at my labour book and said “Good. Go to the personnel department, write out an application, now I shall ring them up”. There was no other way that I could have got the job.’ 

Aleksandr, operator, worked at the firm since 1991: ‘I had worked here before and was considered to be quite a good employee. The chief of shop knew me. I rang him up and he said: “Wait — There will be vacancies, I’ll take you”. It was not necessary to wait for long, about a month.... I wrote out my application directly in his office, he signed it and phoned the personnel department, and advised them about me.’

Alina, press operator, worked at the firm since 1991: ‘I was advised to come to Tokem by a neighbour. She told me that they did not have enough press operators. I went to the personnel department, but they rejected me – They told me that they did not need press operators. Then my neighbour went to the chief of shop to ask for me. She agreed.’ 

The same preference for recruitment through friends and relatives is characteristic of all the enterprises researched. According to one of the shop chiefs at KEMZ, the main principle of recruitment to the basic trades in the shop is through friends and relatives: ‘Those we do not know we take on in the “bad” trades’. In MZhKstroi 50% come themselves (this is typical of construction brigades), 30% through friends and acquaintances and 20% through employment agencies (recruitment of specialists) and through advertisements.

Directed recruitment 

The directed recruitment of staff was traditionally aimed at attracting young workers. Graduates of technical colleges and high schools were distributed to enterprises. The enterprises also executed functions of socialisation of various categories of citizens, particularly those young people, released prisoners and unemployed ‘parasites’ directed to a job by the job placement bureaux. 

Metallurg is typical of large industrial enterprises in the fate of directed recruitment. In the past graduates of professional-technical schools (PTU), particularly that attached to the factory, were one of the main sources of new employees. In the past practically all the graduates of the factory’s PTU were taken on, they came to apply in groups and virtually all of them were registered for work. Apart from these, a few dozen graduates of other schools with professions necessary for production were taken on each year. Since 1991 they have taken on far fewer PTU graduates. In the view of the chief of the technical training department, which deals with the recruitment of graduates of various educational establishments, the decrease in the recruitment of PTU graduates proceeded gradually. In 1990 the factory accepted 95% of the graduates (a few went into the army, a few left, some women got married and took maternity leave etc.), the decrease proceeded as follows: 1991 – 70%, 1993 – 40%, 1995 – 15%. In 1995 the factory accepted only 27 PTU graduates. Now they almost completely refuse to take on women graduates (the exception being crane-operators – a traditionally female speciality) and teenagers. They also refuse to take those who have not achieved a good record in their industrial placements. 

The number of young specialists taken on has always been insignificant, 17–20 people a year, and has hardly been reduced in recent years. Indeed for 1996 the factory planned to double the number recruited — 47 people.

Successful enterprises continue to take on young people from college but they are now much more selective than they were in the past. Unsuccessful enterprises find it almost impossible to recruit young people.

In 1993 ZiM still took on 25 people from the special middle technical school, but in 1994 and 1995 it did not take one. But this does not mean that young people are clamouring for jobs in the enterprise. Not one of the graduates of the instrument-making technical school attached to the factory wanted to come to work at ZiM because it is not an attractive place of work.

Personnel structure of those hired 

Based on the data drawn from all our enterprises, we will try to describe those categories of employees who are most often recruited, that is to say the most mobile from the point of view of hiring. Then we shall see to what extent this differs between successful, unsuccessful and new enterprises. We possess full statistical data on the structure of hirings only for ZiM, which show that during the last three years from 90.0 to 92.5% of recruitment has been to workers’ jobs.� 

According to the personnel manager of ZiM, the factory now needs more than a thousand specialists of various trades, mainly workers and not only high-skilled. It is interesting that there are now no vacancies for cleaners at the factory – at one time the most unpopular and underpaid category of working women. All free posts are occupied by employees of the enterprise themselves as additional jobs. So, the chief of the armed security guards in the evening cleans the reception area. In the personnel department they say that now the factory does not have any need for ITR. Despite this, recruitment is continuing not only of workers, but also of specialists, and with each year their share among those taken on increases, from 6.6% in 1993 to 10.0% in the third quarter of 1995.

Workers in mass trades 

Qualified workers in the mass trades are required by any enterprise. Therefore they are taken on even in enterprises in which recruitment is officially closed. Successful enterprises use the advantages of their financial position to attract needed employees to vacancies in the basic workers’ trades: machine operator, fitter, electrical engineer (so-called all-round trades). They entice high-skilled workers from enterprises which stand idle, and do it with the consent of the chiefs of these enterprises. Even when the speciality of the employee does not quite correspond to the vacancy the enterprise is ready to accept a competent employee and retrain him or her in the necessary trade. 

When necessary, the personnel department of Metallurg posts advertisements near the entrances to the largest factories many of which, not having any work, are compelled to stand idle. In this way it is not difficult to attract specialists. In the past, of course, nothing like this was possible, but now, according to the personnel department, there is a private agreement between the chiefs of personnel services of these enterprises, since the enterprises standing idle are interested in people leaving. 

Thus, skilled employees move from the unsuccessful enterprises to the successful ones, and the latter improve their personnel structure at the expense of the deteriorating enterprises. 

Unsuccessful enterprises declare vacancies to the employment service or place advertisements in the mass media. Those who apply for vacancies in the mass workers’ trades are less skilled than those the enterprise had before, and the general skill level of the labour force is gradually lowered, although this does not necessarily stand out clearly in enterprise statistics of the skill structure of the labour force (which are rarely collected and are subject to many distortions). 

At the same time the enterprises still need to fill low-skilled and low-paid jobs. 

Vacancies for unskilled labour at Metallurg still existed even when recruitment to the enterprise was closed at the end of the 1980s. In the past there was always free recruitment to these jobs ‘from the street’. Sometimes employees were transferred to these posts for a period as a punishment. Now recruitment from the street is forbidden, and a substantial proportion of low-skilled jobs are filled by skilled employees, having been transferred to these posts as a result of redistribution during periods of reduction of numbers. The desire to protect ‘their own’ and to provide them with work at times results in absurd situations: in ZhKO they cannot find any janitors because their own people will not take the job because of the low pay, while they are forbidden to recruit from outside. Therefore, according to the personnel manager of the factory, for those jobs for which ‘we do not manage to find replacements, it is necessary to search for them outside’. 

Enterprises fill low-paid jobs from the external labour market, recruiting young people, unemployed sent by the employment service, and former employees of the enterprise.

Young people

Young people find jobs in successful enterprises in two ways: workers’ jobs are gained through directed recruitment as graduates of a subordinate PTU and specialists’ jobs are gained as graduates of higher educational institutes and with the help of relatives. The successful enterprises are able to perpetuate the policy of preserving workers’ dynasties. 

Although the directed recruitment of young people is no longer common in unsuccessful enterprises, young people are not much less likely to get a job than before, particularly in the autumn when the educational year finishes. However, they now join the general flow of those hired ‘from the streets’ or through friends and relatives. Whether or not to take young people into a shop is the decision of the shop chief. According to the head of the personnel department of KEMZ, there are two kinds of chief: ‘one takes on anybody, including young people, while the other is very pernickety and only takes young people after two days of persuasion’. The head of the personnel department is sympathetic to young people, gives them all possible help, pleads with the shop chiefs to take them, but in reality, apart from pleading and exhortation, cannot do much. The personnel manager described work with young people thus:

 ‘In the past we took great care of teenagers; the labour inspectorate ‘shook’ the personnel department to ensure that they observed the conditions for the employment of apprentices: both to monitor their working conditions and to ensure that they received full pay for a four-hour working day… But the main thing was that there was a distribution list which required the shops to take on young people. Now there is no such list, and it is simply not advantageous to the shops to take on workers on such conditions. Although the old order remains to the extent that I, as head of the personnel department, take on teenagers after PTU and specialists after higher education.’

There are no good jobs with high pay for young people in enterprises. And those who want to earn money ‘here and now’ cannot reconcile themselves to monotonous unskilled work with low pay, whose payment is delayed, and with all the other realities of factory life so those young people who come do not stay long. First to leave are those young people over 22 who came to the factory in the hope of earning good money. Others come to industrial enterprises ‘to kill time’, get a basic worker’s training and then leave in search of something better.

‘I do not intend to stay here. There is no future here in any sense. The only thing you can do is to increase your grade. Soon I shall go to the mechanic and ask him to give me grade three, they will make out the papers. The shop chief will sign and it will be entered into my labour book. Then I can look for something else, it will be easier.’ (Mechanic, 23 years old)

Unemployed

People sent to factories from the employment service usually do not meet the factories’ requirements in terms of age, health and skills demanded by the specific form of production. The employment service often sends workers who have been sacked from other enterprises for absenteeism, drunkenness and other violations. Obviously the successful enterprises refuse to take on such types of worker, and they are only taken on reluctantly by those enterprises which have got into a difficult position, but which are still trying to preserve their skilled nucleus, including by means of getting rid of their own disciplinary violators. One also has to take into account the fact that many of those sent by the employment service have no interest in taking jobs, but only in retaining their right to receive unemployment benefit while, in many cases, holding down other jobs. Having been forced to come by the employment service, they immediately ask the personnel manager to sign an official order refusing to employ them. As a result the proportion of those taken on through the employment service is very low, and those who do come through that channel tend not to stay for long.

According to the personnel manager of one of the successful enterprises, they only take on about five per cent of those sent by the employment service. Unsuccessful enterprises are equally reluctant to take such applicants. The personnel manager of Shar estimated that they took around 10% of those sent by the employment service. Between 1993 and 1995 ZiM did not take a single person through that channel. RSU in Osinniki takes on unemployed people sent from the employment service, but these are either young women who have qualified as plasterers at the local PTU, or former prisoners, and as a rule none of them stay long.

Former employees of the enterprise

Employers in both successful and unsuccessful enterprises prefer to recruit former employees of their own enterprise. Unfortunately there are normally no statistical records of this channel of recruitment, nor is it revealed by inspection of the workers’ record cards, since normally a new card is made out each time a worker is recruited. The only source of data concerning this channel is therefore inspection of the workers’ labour books and work history interviews with the workers themselves and with their shop and section chiefs. We call this kind of mobility ‘return’ mobility and can describe some typical patterns:

return from the private sector

The process of returning to large and medium state enterprises from the private sector got under way in 1992–3, including both those who worked for wages in small private enterprises and some owners of such businesses. Some, having tested themselves in private business, come back to the factory in search of stable work. Others come to the factory to make a career because in private business the prospects of promotion are very limited.

For example, many former employees come back to RMZ from co-operatives, either because the co-operative did not live up to their expectations or because it collapsed, seeing state (and former state) enterprises as more reliable. They are taken on without special difficulty.

Return of retired pensioners when the volume of work increases

In this case pensioners are typically taken on as temporary workers. This occurred, for example, at the chocolate factory when demand increased in the autumn of 1994. Rather than take on new workers they preferred to take back their own old workers, so practically all the pensioners who had been dismissed a few months before were taken back, but now on temporary contracts. Similarly, of 1179 people taken on in 1994 by Shar about 17% were pensioners returning to work on temporary contracts, usually for 3-6 months.

Hire of former workers associated with the restructuring of production or creation of new shops

In August 1993 the personnel department of Tokem officially advertised vacancies for various specialisms in the local newspaper for the first time in almost three years, in connection with the opening of production of polyethylene film. Many of those recruited turned out to be former employees who had either been retired or made redundant.

‘Return’ mobility can result not only from the actions of management, usually in more prosperous enterprises, but also of the workers as a response to a situation of uncertainty. For example, people may leave voluntarily in order to collect their unpaid wages and then return to the enterprise some time later. 

This process can be observed in both Shar and KEMZ. Many of those who left KEMZ in the summer of 1994, when production stopped and wages were delayed, returned later. In the middle of 1995 the management issued an internal instruction not to take on such workers so as ‘not to encourage traitors who leave their native factory in its time of difficulty’.

In Metallurg, which is strongly oriented to internal recruitment, the priority of former employees in recruitment is institutionalised by being included in the collective agreement.

Who is taken on by different types of enterprise?

In prosperous enterprises recruitment is under the control of management — primarily line management — recruitment can be selective, and we have already indicated the preferences of management in previous sections: these enterprises prefer to recruit through the informal external market, taking on high-skilled workers and specialists, returning former employees (especially pensioners returning temporarily) and young workers and specialists leaving educational establishments. 

The more interesting question is who take jobs in crisis enterprises, in circumstances in which most of the existing employees have left or are trying to leave? We can identify a number of groups:

1. Young people. Young people of both sexes who find it difficult to get a job after graduation from their educational establishments are often recruited by older relatives (usually parents) to the enterprise in which they themselves work so that they won’t ‘hang about with nothing to do’ and in order to keep them under their control (such recruitment on the initiative of parents was common in the past). This group of young people is probably not numerous, and they do not stay long.

In other cases young people come because it is easier to get a job at an unsuccessful enterprise. In order to get a good job it is usually necessary to have experience, recorded in one’s labour book, which a young person can only acquire at first by taking a job in an unsuccessful enterprise before moving on to something better. This category stays longer than the first, but always intend to leave in the near future.

2. ‘Outsiders with experience’ – drunkards, people sacked for violations of the labour code, former prisoners, people who have never stayed long in one job, end up in unsuccessful enterprises spontaneously, and then tend not to stay more than a few months.

3. ‘Unwilling outsiders’ – those people who have lost their previous jobs for various reasons, particularly those made redundant, those who had risked giving up their former job in the hope of making a better life but who did not have the contacts to get a better job and people coming from other cities without contacts. There are many women in this category because their situation is such that they are often forced to change their jobs or simply lose them (bringing up children, moving with their husbands etc.). This is a more stable component of the newly recruited. If the position of the enterprise stabilises the majority of them would continue to work there. Nowadays recruitment to an unsuccessful enterprise is for many people a sort of gesture of despair, the last stop before real unemployment.

For some people recruitment to an unsuccessful enterprise is the chance to preserve some social privileges. Some people take jobs at large industrial enterprises only in order to receive benefits for children and to earn their pensions (the enterprise helping with the bureaucratic procedures of registration for a pension), to get a place in a hostel, to register their labour book to secure a work record, but actually go to work somewhere else while on administrative or unpaid leave.

New enterprises 

The main source of private sector employees is the former state sector, with relatively few people moving within the new private sector (primarily specialists). As a rule the people recruited to permanent posts are former managers and specialists from state enterprises. Many of those recruited to workers’ jobs combine this work with a permanent job in a large or medium state enterprise so that work in private business is for them a form of secondary employment and they are part of the body of temporary ‘peripheral’ workers. We have not found a single case of a new private firm taking on an unemployed person from the employment service.

In MZhKstroi they try to take on skilled construction workers (especially bricklayers) as a whole brigade, recruited through agreement with their brigadier. In many cases these are brigades from other construction organisations which are temporarily without work (in MZhKstroi such brigades come from Metallurg and from municipal construction). Migrants, especially from Armenia, also form themselves into brigades and come to earn money. These brigades combine workers with various levels of skill, but as a rule, according to the management, they work harder, shirk less and drink less because they want to earn good money and get the job done in the shortest possible time.

Some problems arise with the selection of drivers and mechanics for the excavators, bulldozers and cranes. The problem with the drivers is that the equipment is old and parts are expensive and hard to come by. The new machines are reserved for those who have worked there for a long time (the core of the park is made up of about half the 28 drivers), so the newcomers are given the old machines. This means that their machines spend a lot of time under repair, so that the drivers lose time and money, so many leave. It is difficult to recruit the highly skilled mechanics who can be entrusted with the complicated and expensive machinery (they need people who do not drink).

White collar workers are recruited by competitive selection, but they also constitute a part of the periphery of the firm. 

In Intensivnyi korm such posts are usually taken by young men, under 35, with higher education who are seeking not only to earn money but also to establish a reputation. They are not particularly committed to the firm and are always looking for something else.

Conclusion 

In the past the external labour market was dominated by the movement of low-skilled and undisciplined ‘peripheral’ workers, while the core of skilled kadrovyi workers was stable. A new model of mobility has emerged in the transitional situation which co-exists with the old model rather than displacing it. This new form of mobility is connected with the differentiation of the position of enterprises and the deepening differentiation of pay.

For successful enterprises external mobility is typically moderate. In some of them there is a tendency to close the internal labour market even more, reflected in the weakening of connections between the internal and external labour markets and increase in internal mobility. Recruitment is restricted, but this does not mean that it has ceased. On the contrary, the level of recruitment of new workers in particular periods may exceed the level of separations.

The closure of the labour market is displayed in the fact that vacancies for well-paid jobs for skilled workers are not advertised but are filled, as a rule, through informal channels of internal or external hiring on the basis of personal connections. Low paid work which can easily be combined with another primary job is also taken by existing employees. Low paid jobs involving simple physical work are normally filled through the internal redistribution of workers nearing or beyond pension age. Access to the enterprise from the external market is open only for unskilled, low paid, physically heavy work in bad working conditions. These jobs are filled from the external labour market by young people, unemployed sent by the employment service and former employees. Although recruitment may officially be closed, successful enterprises are still keen to take on high-skilled workers from less successful enterprises. Thus the successful enterprises improve the composition of their labour force at the expense of those enterprises which find themselves in a crisis situation.

Unsuccessful enterprises are more open to the external market which is reflected in a higher level of turnover and a significantly larger number of separations than hires. Voluntary quits, provoked by low pay and delayed payment of wages, prevail over compulsory lay-offs. The first to leave are the workers with all-round skills who are the most mobile, then workers with basic trades and ITR join the outflow. As a result those who remain are those close to or beyond pension age and those with narrow skills applicable only in this branch of production. Such depressed enterprises also become the last resort for people who for one reason or another have fallen out of networks of social connections. 

The employment service and the formal external labour market plays an insignificant role in placing the unemployed in vacant jobs because nobody wants to recruit ‘from the street’.

New private enterprises are marked by high levels of mobility of staff. The main inflow is from state enterprises, with managers and specialists settling into permanent jobs, while the peripheral workers and specialists are very mobile and often take the jobs as secondary employment.

�Appendix: Personnel Department Statistics



Table 1 Recruitment and separations in Association MZhKstroi, 1991-1995



YEARS�TAKEN ON�LEFT��1991�112�90��1992�111�89��1993�158�119��1994�197�149��1995�71�24��



Table 2.: Recruitment and separation of employees of insurance company Komestra, 1994



Reasons for separation�All�Including, po sovmestitel’stvu �% of list number�Structure of separations %��Taken on�40�9�58���Left�69�16�100���Including: ������  Reduction�1�1��1,4��  Voluntary�40�14��58,0��list number of workers at end year�69�11����* as percentage of list number at end of year 





Table 3: Dynamics of Recruitment and Separations, Taldinskaya mine, 1994–95



Month�Taken on (no.)�Left (no.)��January 1994�34�74��February�28�38��March�14�25��April�8�65��May�12�55��June�13�72��July�24�56��August�20�22��September�18�25��October�12�17��November�11�36��December�17�22��Total for 1994�211�507��January 1995�12�86��February�18�38��March�25�19��April�28�18��May�32�23��June�52�20��July�48�24��August�21�39��September�26�52��October�44�46��Total in 95�306�365��Total for 1994 – 1995.�517�872���



Table 4: Dynamics of Recruitment and Separations, KEMZ, 1994–5 



Months 1994 -95 �Taken on�Left��January 1994�76�79��February �73�76��March �23�103��April �31�116��May �12�129��June �14�128��July �22�107��August �34�150��September �44�100��October �75�174��November �63�135��December �57�84��Total for 1994�524�1381��January 1995�69�48��February �52�58��March �57�83��April �43�63��May �73�71��June �65�61��July �42�69��August �45�77��September �36�67��October �66�67��10 months 1995�548�664��









Table 5. Reasons for separations of workers, Tokem (percentage leaving each year)



�1986�1987�1988�1989�1990�1991�1992�1993�1994��Legally prescribed reasons*�36�35�34�36�75�... **�...�...�...��Voluntary�50�53�53�50�11�11�70�88�92��Disciplinary infringements

�7�6�4�5�4�4�5�4�2��

* Retirement (makes up about 80-85 % of this category), military service, education etc, 

** No data since 1991 as form 2-T began to ask only for the number leaving voluntarily and for disciplinary infringements 

�

Table 6. Structure of severances by reason for the mines belonging to the Vakhrusheva Association in 1995.



Reasons�Vakhrushevuglestroi�Taldinskaya�Sokolovskaya���No.�%�No.�%�No.�%��Legally prescribed reasons�13�10,7�25�6,8�23�13,7��Including: to pension�9�7.5�17�4.7�13�7.8��Physical inability�-�-�2�0.5�1�0.6��Death�3�2.4�5�1.3�6�3.5��Prison�1�0.8�1�0.3�3�1.8��On Worker’s initiative�97�80,4�297�82,3�106�63,4��Voluntary�72�59.6�206�57.1�92�55.1��Transfer�25 �20.8�91�25.2�14*�8.3**��On initiative of administration�11�8,9�39�10,9�38�22,9��end of practical placement�3�2.4�4�1.1�9�5.4��end of temporary work�2�1.6�-�-�5�3.1��End of contract���7�1.9�6�3.5��Absenteeism�6�4.9�11�3.1�1�0.6��Arriving drunk at work�-�-�11�3.1�12�7.2��Failing to fulfil duties�-�-�1�0.3�5�3.1��Violating safety rules.�-�-�1�0.3�-�-��reduction�-�-�4�1.1�-�-��All�121�100.0�361�100,0�167**�100,0��

* In addition 270 people were transferred to Vakhrushevuglestroi

** Excluding those transferred to Vakhrushevuglestroi







Table 7: Reasons for separation of workers at RMZ 1990–95 (No., %)



Reasons

�1990�1991�1992�1993�1994�1995 *��Left, total�241�246�267�251�229�259��Legally prescribed reasons�30 (12,4)�32 (13,1)�26 (9,7)�18 (7,2)�36 (15,7)�25 (9,7)��pension�22 (9,1)�17 (7,0)�19 (7,1)�10 (4,0)�27 (11,8)�20 (7,7)��study�3 (1,2)�5 (2,0)�3 (1,1)�2 (0,8)�-�2 (0,8)��army�5 (2,1)�10 (4,1)�4 (1,5)�6 (2,4)�9 (3,9)�3 (1,2)��Under the initiative of the worker�98 (40,7)�96 (39,0)�126 (47,2)�145 (57,8)�125 (54,6)�145 (56,0)��Voluntary�98 (40,7)�96 (39,0)�126 (47,2)�145 (57,8)�118 (51,5)�114 (44,0)��Transfer�-�-�-�-�7 (3,1)�31 (12,0) **��Under the initiative of administration�7 (2,9)�11 (4,4)�10 (3,8)�29 (11,6)�11 (4,8)�9 (3,5)��Reduction�1 (0,4)�4 (1,6)�1 (0,4)�7 (2,8)�-�-��Absenteeism�6 (2,5)�7 (2,8)�9 (3,4)�22 (8,8)�11 (4,8)�9 (3,5)��Other�106 (44,0)�107 (43,5)�105 (39,3)�59 (23,5)�57 (24,9)�80 (30,9)��

* 	Data for 10 months

** 	In August 1995 a kindergarten was transferred to the municipality so the number leaving under transfer increased.



�

Table 8: Structure of severances of the workers from ZiM by reasons (Average in %)



�1989-90�1992-93�1994-95��Legally prescribed reasons�20,0�21,0�17,8�� Retirement�18,5�19,9�16,0�� Death�1,5�1,1�1,8��Under the initiative of the worker�57,8�66,0�66,8�� Voluntary�51,1�57,5�57,4�� Transfer�6,7�8,5�9,4��Under the initiative of administration�4,4�7,7�11,6�� Infringements of discipline�3,8�1,4�1,3�� Reductions�0,6�6,3�10,3��Other reasons�17,8�5,3�3,8��Total�100,0�100,0�100,0��







Table 9: Structure of severances of workers from Shar, 1994–95.



Reason�1994�1995 *���No.�%�No.�%��Legally prescribed reasons�1885�27,9�893�22,9��pension�1075�15,9�433�11,1��condition of health�46�0,7�8�0,2��physical inability�168�2,5�84�2,2��death�63�0,9�48�1,2��to army�37�0,5�17�0,4��Caring for a child�489�7,3�300�7,7��Arrest�7�0,1�3�0,1��Under the initiative of the worker�3853�57,2�2030�52,0��Transfer to another enterprise�596�8,8�83�2,1��Did not begin work�2�0,02�2�0,05��Voluntary�1804�26,8�1244�31,9��Not satisfied with salary�1353�20,1�684�17,5��Dissatisfaction with trade�4�0,06�-�-��Heavy work�2�0,02�-�-��Absence of housing �1�0,01�-�-��Disagreements with administration�3�0,04�1�0,02��Moving away�88�1,3�16�0,4��Under the initiative of administration�901�13,3�963�24,7��End of temporary and seasonal work�521�7,7�421�10,8��Absenteeism�49�0,7�15�0,4��Not completed probation�2�0,02�-�-��Reduction of staff�329�4,9�527�13,5��Other reasons�104�1,5�16�0,4��Total left factory�6743�100,00�3902�100,00��* For 9 months

�Table 10: Reasons for severance of workers, KEMZ, 1993–5.



�1993�1994�1995*���No.�%�No.�%�No.�%��Legally prescribed reasons�132�10,3�121�8,2�36�9,0��army�12�0,9�11�0,7�9�2.3��study�6�4,6�2�0,1�1�0,3��Pension on old age�70�5,5�72�4,8�12�3,0��Pension on physical inability�14�1,1�16�1,1�2�0,5��Death�25�1,9�19�1,3�9�2,3��Under sentence of court�5�0,4�1�0,1�2�0,5��Under the initiative of the worker�916�71,4�1026�69,1�281�70,4��Dissatisfied with relationships�1�0,1�-�-�-�-��Dissatisfied with working conditions�154�12,0�124�8,4�39�9,8��Dissatisfied with salary�610�47,5�694�46,7�212�53,1��Absence of housing�1�0,1�1�0,1�1�0,3��Distance from home�4�0,3�-�-�2�0,5��For care of sick, child�10�0,8�6�0,4�1�0.3��Absence of kindergarten�����2�0,5��Moved away�58�4,5�38�2,6�16�4.0��Transfer to other work�78�6,1�163�11,0�8�2,0��On intiative of administration�235�18,3�338�22,7�82�20,6��Absenteeism�71�5,5�65�4,4�30�7,5��Incomplete probation�15�1,2�4�0,3�4�1,0��Arriving at work drunk�19�1,5�6�0,4�3�0,8��Ending of contract�122�9,5�104�7,0�19�4,8��On reduction�8�0,6�159�10,7�26�6.5��All�1283�100�1485�100�399�100��



* 9 months.



Table 11: Number of workers dismissed from KEMZ under ‘Reduction of staff’, 1990–5, No. (%)



�Total�Workers�ITR�Non-productive�MOP, security��1990�7�7 (100)�-�-�-��1991�7�4 (57)�3 (43)����1992�73�47 (65)�12 (16)�3 (4)�11 (15)��1993�8�2 (25)�5 (63)�1 (12)�-��1994�159�108 (68)�39 (25)�12 (7)�-��1995�41�27 (66)�13 (32)�1 (2)���



Table 12: Structure of severances from KEMZ by length of service (%).



�Up to 1 year�From 1 to 3 years�From 3 to 5 years�From 5 to 10 years�More than 10 years�Total��1986�53�21�8�7�12�100��1987�50�23�10�8�10�100��1988�43�25�12�7�13�100��1990�52�17�9�11�11�100��1991�42�20�10�11�17�100��1992�46�21�7�12�15�100��1993�47�21�7�10�16�100��1994�29�19�7�15�31�100��



Table 13: Structure of recruitment to mines of Vakhrusheva Association in 1995 (%)



Basis�Vakhrushevuglestroi�Taldinskaya�Sokolovskaya��Returning�75,3�79.5�67.7��Transfer�20,2�16.8�14.6��From army�-�0.4�4,3��Practice�3,6�1.8�7.3��After prison�0,9�1.1�1.2��Table 13.Temporary�-�-�4,3��Po sovmestitel’stvu�-�-�0,6��From maternity leave�-�0.4�-��Total�100�100�100��









Table 14: Structure of recruitment of staff, ZiM 



�1993�1994�1995, Q1.�1995, Q2.�1995, Q3.��Taken on, No. 

Of which, %�1526�1069�362�382�360��Workers�91,1�92,5�92,3�91,1�90,0��Specialists�6,6�7,5�7,7�8,9�10,0��After PTU�10,4�12,0�-�7,1�26,4��After technical school�1,6�-�-�-�-��By transfer�1,0�0,7�1,4�1,3�0,6���10. Women in the labour market: gender as a factor in work history and individual employment strategy

Irina Tartakovskaya

A methodological remark

 The problem indicated in the title of this paper arose in the analysis of individual employment strategies and the work histories of employees of the case study enterprises. The attempt to construct models of behaviour on the basis of work histories implies the creation of a particular typology. The question then arose of how gender is to be included in this typology: whether it is a determinant influence impressing itself on the whole work history of a person, or whether other stratificational features play a more important role. My aim in this paper is not to develop a theoretical analysis of the role of gender as a factor regulating social behaviour, but to attempt to comprehend its significance in relation to specific empirical research, in particular into labour market strategies.

 The question is raised above all by the unemployment statistics. Women made up 79.2% of the registered unemployed in Samara in April 1996 and 87,8 % of those who had been out of work for more than a year, so that women are not only more likely to lose their jobs, but they also find it much more difficult to find a new one. Such a disproportion would seem to imply that gender plays a very important role in determining a person’s position in the labour market.

 The object of analysis in this case, however, is not the phenomenon of female unemployment, to which quite a few interesting publications have already been devoted,� but the individual employment strategies of workers of different sexes. My approach is dictated by the view that the situation in the labour market must be considered, firstly, dynamically, and this dynamics must be understood not as a chronological sequence of statistical ‘cameos’ but as the interaction of a set of objective and subjective factors, group and individual practices, flexibly varying as external conditions change; secondly, particular attention has to be paid to the subjects themselves who are participating in all these processes, resolving the everyday problems which confront them, their social and personal characteristics and particularities. I will focus not on the unemployed, but on those who are in work. Thus the statistics mentioned above will be considered as a general characteristic of the labour market, which has significance as a background against which the activity of the workers develops, a background which has a very profound influence on this activity.

 To analyse the influence of gender on individual strategies I compared the work history interviews that we made with men and women within the framework of our project, which reflected their labour biographies and some aspects of their relations to labour. I should say at once that this is not a quantitative analysis – the interviews were undertaken within the framework of case-study research and there was not a sufficient quantity for systematic statistical analysis. My purpose was purely their qualitative interpretation with the aim of revealing the key points at which gender distinctions have a more or less fundamental significance in comparison with other factors.

Labour market strategy and social stratification

My task is not only to consider the behaviour of workers in the labour market from the perspective of gender, but in the context of all those factors which influence success or failure. The fact that being female is in general an adverse factor from the point of view of getting a job and achieving upward mobility is now more or less widely recognised.� However, in my view, it would not be quite correct to consider a woman in the labour market simply as a ‘woman in general’, without considering the other factors of social stratification. My hypothesis is that on the whole the behaviour of workers in the labour market is not determined in the first instance by their belonging to this or that gender, but by a combination of a lot of personal and status characteristics, so that gender as a factor determining behaviour is more significant the lower is the status of the individual and the lesser the extent of their social connections, which in Russian conditions play no less, and sometimes a larger role, than formal status in the form of post and training. 

The more successful were women included in our research in making a career, the less did their labour biographies include specifically female occupations – they had as high vertical and horizontal mobility as their male colleagues, described their work in similar ways and so on. In subdivisions in which highly paid and high-skilled specialists of both sexes work we did not observe any obviously expressed segregation and women could even more or less successfully compete with men in questions of professional progress and pay rises (although certainly only up to a certain level). On the other hand, among the workers of depressed enterprises, where wages have not been paid for several months, men and women pursue distinctive strategies and the differences are much greater than the similarities. This particularly concerns workers since the sphere of industrial production is one of the most gender segregated spheres, and men and women have fundamentally different opportunities. So, for example, a male worker wants above all to find a job in a worker’s trade with high and stable earnings, but the crowning ambition of the majority of women is to work as a cleaner in a bank or other commercial structure. This kind of job is very difficult to get, acquaintances, patronage and a stroke of luck are essential. It is more realistic to hope for a job as a cleaner in a small shop or simply in an industrial enterprise such as a bread factory. As one of our respondents observed: ‘Without a mop and a bucket, nobody needs us’ (Shar, interview 25). Other characteristically female criteria of the value of a job in conditions of economic crisis are its affinity to food, the possibility of working in a public catering establishment, which is especially important for single mothers. Finally, women are significantly more likely to participate in the notorious commerce, in wholesale or retail trade, including working as chelnoki, the shuttle traders who import goods from abroad. Once one recognises that the unemployed have a social status close to zero, and furthermore that they are hostages of their own weak social networks, it becomes clear why unemployment has ‘a female face’.

One also has to take account of the fact that the concept of ‘social status’ itself has a gender specificity. In general, formal position and educational status do not always correspond to the real opportunities a person confronts and his or her ability to influence events. In the case of women, the fact of their gender significantly lowers the status of any professional position taken by them. The possession of higher or advanced technical education, for example, by no means always increases the chances of a woman making a successful career or even simply getting a job. There is a lower proportion of women among those without a trade who are registered at the Samara city employment service than the average for all registered (65.1% as against 79.2%). On the contrary, a higher formal status results in greater selectivity in the search for work and, accordingly, reduces the chances of finding a job. 

Secondary employment

Both male and female specialists working in well-paid areas find it easy to change their job for a better one, and usually earn additional money working in their own specialist field (legal adviser, interpreter etc.). The situation is quite different for workers who are dissatisfied with their work, their payment, delays in wages and so on: although both men and women take on secondary work to about the same degree, the character of this work is rather different. In the majority of cases men earn additional money working in their own trade, so that the most favourable conditions for secondary employment are enjoyed by those who have a trade which is in demand, for example building trades or motor engineers. Women, on the other hand, more often find that they have to earn additional money as unskilled workers, or in jobs with no connection with their basic trade or profession, the most common occupation being cleaning. Other common jobs are sewing, knitting, washing, sticking-up of notices and street trade. This kind of additional work is usually irregular and casual because it is very difficult to find a regular second job which is compatible with the rhythm of work in a factory, particularly if the woman also has responsibility for caring for children and/or a husband. This latter is another factor which has a quite different impact on men and women: for a man the presence of a family, and especially of children, is a stimulus to secondary employment, while for a woman it is always a barrier. Nevertheless, at the most depressed of the enterprises that we researched, where the delays in the payment of wages extend to several months, it is mainly the women who bring in the additional income. The majority of the men working at this enterprise considered that their basic work was too heavy for them to be able to combine it with any other, an argument that was used by women only in the more stable enterprises, where they did not undertake additional work because ‘we get too tired in our main work’. Here, in my view, we find very different models of behaviour in an extreme situation: men, finding themselves unable to earn normally, take everything as it comes, while women, especially if they have children, will go to extreme lengths, including undertaking physically heavy, low-prestige work involving a fall in their social status.

This tendency to the reduction of the significance of gender as a factor at the higher levels of the social hierarchy does not have a unilinear, but a more complex character: at a certain point – in enterprises this is at the level of senior management – the role of gender increases again, and it is not possible for a woman to transform her connections, experience and authority into an increase in social status. Women simply do not reach the top levels of the formal hierarchy, except in purely female enterprises, although even here the director is not always a woman (Tartakovskaya, 1996). But even this is not an absolute tendency. It seems to me that it is especially interesting and important to define certain ‘critical points’ on this curve, that is those aspects of the labour behaviour and labour biography of an individual which are fundamentally different for men and women irrespective of other circumstances, including connections, social status, and to some extent even personal qualities.

Constraints on labour mobility

My second hypothesis is that the main influence of gender is on the constraints affecting labour mobility – and here other aspects of stratification do not play an essential role. Women have significantly more constraints on their labour mobility. I would like to look more closely at such ‘specifically female’ constraints.

The problem of choice

The question of women’s opportunity today to choose whether to work or whether to be a housewife is an extremely interesting one, which hardly ever arises for healthy men of working age. Nowadays many women do not bother to look for new work if their husband earns a more or less decent wage. Here is a typical story, told about a married couple who left the ball shop: ‘Sergei Volkov now works in TTU. The work is dirty but he gets almost two million. And Sveta Volkov sits at home rather than work for 200 thousand’ (Shar, interview 4). Actually this choice in each case was primarily determined by the particular circumstances. If there are pre-school children and the wages are low so that they do not even cover the costs of the kindergarten, the woman does not have much freedom of choice. In other circumstances the decision to work is equally constrained, as the woman’s wage is often the family’s only source of income if she is alone or if her husband works at an impoverished factory and is laid off without pay: ‘You see, now I alone have to feed the whole family, both my husband and my two children’ (Chocolate factory, interview 4). In both cases the woman really has no choice, her freedom is an illusion. It is also interesting that the decision that the woman will not work is practically always taken on the initiative of the husband: ‘He really wanted me to stay at home’ (Shar, interview 21). ‘Now I really regret that I left the canteen. And there was always something around to eat, you never went hungry. … But what could I do? My husband did not want me to work there. He came back [evidently from prison, I.T.] and told me that I should not work there, that the work was too hard there’ (Shar, interview 3).

The husband as the factor of mobility

Frequently respondents, in describing their work career, refer to a decision of their husband as the reason not only for leaving a job, but also for changing jobs. This decision is usually motivated by protectiveness: ‘You must leave hard work’; ‘the work was very heavy, I had to work outdoors, and in winter it was incredibly cold. We had to drag heavy buckets of paint around, and it was very bad for our health to breathe the paint fumes. I got very tired, I was often ill. My husband allowed me to leave.’ (Chocolate factory, interview 2). It is a very important psychological point that a woman needs some external legitimation for this decision of whether to leave for easier work or to go on working, while for a man the decision to change jobs is almost always his own decision, about which he does not consult anybody. Certainly, there is a psychological aspect to this – according to the prevailing norms of masculinity a man cannot openly reveal his dependence on the opinion of his wife, although actually it may play a more significant role. Nevertheless, the asymmetry in this situation is obvious: the man puts pressure on the women more often than the other way around. One respondent, for example, indicated that her husband had forbidden her to work in a hairdresser’s shop, to cut her off from undesirable social contacts. It is not uncommon for the influence of the husband on his wife’s occupational mobility to be led by far from altruistic motives: ‘From when I left school in 1985 I worked in a barber’s shop. I liked the work, I was communicating with people all the time, it was very interesting, and the money was quite good. I then left to get married and had a baby. When the question of going back to work after maternity leave arose my husband categorically did not want me to go back to the barber’s, so I had to leave’ (Chocolate factory, interview 17).

The myth of women’s work

Our research has also allowed us to make some interesting observations concerning the myth of women’s work. Very often work at specifically women’s enterprises is physically heavier that at male or at mixed enterprises. Here is a fragment from an interview about work in canteens: ‘The work was very heavy. All the time I was having to lug these big boilers around, and the pay came to a total of 70 roubles. Really, if I had not had a son I would never in my life have gone to work there. [about work as a cook in a kindergarten] … Then I left for a job in the officers’ canteen in a military section, they offered me this job in the labour recruitment service. The pay was not too bad, and I was very glad that I could get a meal there, but I only stuck it for three days. I had to wash all the dishes, clean the potatoes, drag boxes of apples all on my own. And there was no equipment there at all, not even hot water. I did not stay and I came back to the factory’. (Shar, interview 4) ‘After school I worked as a painter. I did not like the work, it was heavy and dirty’ (Chocolate factory, interview 5). ‘Apart from the break for dinner there are fifteen minute breaks before and after dinner, and all the rest of the time it is intense work so that by the evening you feel like a squeezed lemon. And then at home there are the children, the housework’ (Chocolate factory, interview 3). At this female enterprise they work with hardly any days off: ‘you are so exhausted by the day that by evening you are ready to drop.

This is one of the reasons for the phenomenon which we have noticed of a clear tendency to migrate from female enterprises (such as the sewing factory or catering) to mixed enterprises. The reasons for moving, apart from the physically hard work, are connected with the fact that women’s jobs are second-rate on a whole series of measures: low pay, problems with housing, minimal social benefits compared with engineering factories.

The flight from women’s collectives

Some respondents referred to the fact that they did not like working in a women’s collective as a reason for moving: ‘There it was a female collective and I don’t like that much’ (Shar, interview 8). On the other hand, those who still work in such collectives have a very positive evaluation of the psychological climate there: ‘Now I like the work, it is a very good collective, it is mostly older women, they relate well to newcomers, they help and give advice’ (Chocolate factory, interview 14); ‘Of course the work is heavy, but I like it, the girls work well, between jobs we chat, we have a good laugh, time quickly passes at work’. (Chocolate factory, interview 19). So most people talk not about the high levels of conflict which are usually supposed to characterise such collectives as about their wish to have a comfortable personal life, as one of the respondents frankly admitted: ‘Although there was one time when I thought about changing jobs. I married late, I worked, I learnt, the collective was female. Sometimes I thought about working in a mixed or a men’s collective, but then the personal life suited me and I gave up such thoughts’ (Chocolate factory, interview 13).

Maternity leave

Maternity leave is another circumstance in which a woman loses work for a long time for reasons extraneous to work. Many do not come back to their former jobs: their criteria have changed (shift work, closeness to home) and in general the very fact of discontinuity forces them into the position of having to choose a job. Here is a typical example: ‘I graduated from a sewing technical school and worked for one year as a forewoman in a workshop. I then went on maternity leave and after that went to work as a dispatcher at the cable factory for seven years. Then I went on maternity leave again. I did not go back to the workshop because the salary did not suit me. After my second maternity leave I changed trade again and worked as the manageress of a dry-cleaners’ (Shar, interview 10).

Childcare

Children provide a further motive for women’s labour mobility in the sense that it is sometimes necessary to take a job in a place that has a kindergarten, a common practice when there were not nearly enough places. Sometimes schooling also dictates the place of work: ‘My daughter entered the first class, I had to look after her, to take her to school, and I had a long way to go to my work. I took my daughter to school, which was close to my home, and they invited me to work there as a foreign language teacher. They persuaded me and I went. I decided to be with my child more’ (Intensive forage, interview 11). ‘Then my children went to school and I also moved to the technical school’ (Shar, interview 3).

Some conclusions

We can conclude that, regardless of other stratificational characteristics, the influence of gender is such that women’s work histories are much more influenced by external factors than are those of men: by the opinion of a husband, the need to care for a child (and the different stages of the life of a child demand different strategies: first to leave work, then to work on one shift, for some to move to a kindergarten, then work from which one can take time off and so on, depending on the circumstances). Many of them have no choice in the employment strategy they pursue – as one woman worker sharply responded when asked what she would like to do: ‘Whatever work I could find, I have done. What I wanted never came in to it. If I had not got married and had children, then everything would have worked out’. In this desperate phrase the strength of the pressure of role conflict to which the working family woman is subjected is well expressed.

The career paths and employment strategies of women also include certain opportunities and variants reflecting the specificity of their sex: for example, the opportunity to be a housewife, the need to work in a kindergarten or school in order to get a place for her child. These are some kind of additional possibilities. Women’s motives for changing jobs are also more diverse – to the extent of needing to work at the same enterprise as a former husband so as to be sure of getting alimony from him (Shar, interview 30). From the example of supplementary work it is obvious that women’s work activity is more varied (in the sense of their choice of work): the fact is that men, as a rule, do not sew, do not knit, do not clean while supplementary work such as, for example, the repair of equipment or automobiles is, according to our data, much more rare. So, women have more variants of individual strategy but are also subject to greater restrictions: objective (many job announcements specify that a man is required, but the reverse is hardly ever observed) and subjective (family situation, children etc.). The majority of these diverse opportunities are ‘bad opportunities’, badly paid and low-skilled work. If the work is paid normally (as, for example, at the chocolate factory), the nightmare now haunting working women is the fear of redundancy because they are quite sure that they will never be able to find such work again: ‘I am glad for every working day, if only I can work to retirement. When there is talk of redundancy my soul shivers. My husband works at the aircraft factory and he has not been paid for three months, my son and daughter are both students’ (Chocolate factory, interview 5).

At the same time the chances of women decrease with age more rapidly and irrevocably than do those of men: the majority of more or less well-paid jobs (for example, personal assistant, saleswoman) advertised through private labour exchanges have very rigid age limits: 30, and at most 35 years of age. When we consider that such jobs do not carry with them any particular career progression, women of the ‘critical age’ (over 30) who lose their job can never hope to find another job in their profession.

However, youth is not in itself by any means a guarantee of being able to get a job: women predominate among those registered as unemployed in Samara the most not in the pre-pension age group, but in the age range 18-25 (92.8% as against 55.6%). The latter suffer, probably, from the fact that they, and particularly those who have graduated from educational establishments, lack the first job which gives them at least the minimum experience of work which would make them more attractive in the eyes of potential employers. They also have only a small number of contacts which they have not yet managed to turn to their advantage.

At the same time, in my view, one cannot say that gender is in itself the most important factor determining behaviour in the labour market. More precisely, it has to be considered in the context of other aspects of stratification, above all those such as the social status and educational level of the individual. A major role is also played by the presence of a particular set of skills which are in demand in the market as well as some personal qualities: activism, enterprise, a readiness to undergo retraining and so on. But within each of the cells of the system of stratification, regardless of what are taken as their indicators, women have fewer chances than men with the same social characteristics – though the extent of the gulf may be different in different cases.



�11. Employment of the population of Samara 

Marina Karelina

In spite of the fact that many Samara enterprises now experience serious economic difficulties and are frequently compelled to get rid of some of their workers, the level of registered unemployment in the city is still quite low (about 2%). The labour market functions quite actively, mainly through informal channels of job placement and job search. Organisations concerned with the job placement of the citizens of Samara also play a certain, though not very significant, role in the labour market. First of all, there is the city employment service and a model employment centre associated with it, both of which are a part of the Russian Federal Employment Service. Recently in the city a number of commercial labour exchanges have emerged, which have specific features, both in their relations with employers and the applicants for vacancies.

Information on the scale and structure of unemployment in Samara is provided by the city employment service, but this relates principally to those officially registered as unemployed and those who apply to the city employment centre in search of work. The employment service has no general information about the state of the city labour market since it only collects that data which is required by the Federal service, on the basis of which federal statistics are then compiled. As our research was only a pilot project we have not been able to fill the gaps ourselves, and so have to limit ourselves to the data on employment which is available in the city statistical service. 

Definitions

In the statistical materials concepts developed by the Federal Employment Service according to ILO standards are used. The unemployed are considered to be those persons 16 years old and over who, in the period under consideration:

do not have paid employment,

are actively involved in job search, that is, they have applied to the state or a commercial employment service, used or placed advertisements in the press, directly applied to the administration of an enterprise (employer), used personal connections etc. or have taken steps to organise their own business,

are ready to begin work.

To be counted as unemployed the individual has to meet all three of these criteria.

Students, pensioners and the disabled are counted as unemployed if they engage in job search and are available for work.

The unemployed registered with the state employment service are those people who do not have work, who are looking for work and who have been through the procedure to receive the official status of unemployed.

The rate of unemployment is defined as the ratio of the unemployed to the number of the economically active population.

The duration of unemployment (the duration of job search) is the period of time, during which the person has searched for work from the moment of beginning job search up to the considered period, using any methods.

The number of citizens applying to the state employment service regarding job placement in a particular period includes employed people who want to change jobs or find a second job, and also students who are looking for work during their free time.

The number of citizens placed in work is the total number of people who have got jobs in the given period with the assistance of the state employment service.

The demand for employees notified by enterprises and organisations is the number of vacancies reported by enterprises and organisations to the state employment service. 

Job placement of people looking for work with the assistance of the employment service

According to the data of the city employment service, the total number of citizens applying for assistance in 1995 had increased by 3.7 times compared to 1992 and had more than doubled in comparison with 1994:



1992�13340��1993�15273��1994�22796��1995�49662�� 

However, on all the evidence, this number includes absolutely all contacts (not only those specifically concerning job placement), including those who come for advice or any kind of information. The number of citizens applying regarding job placement in 1995 amounted to 20914 persons, 58% of whom were women. Thirty five per cent of those applying were specialists, 40 per cent were workers and 6 per cent were pensioners. Young people in the age range 16-29 years accounted for 38%. 12% of those applying were seeking work for the first time, 61% were not engaged in paid employment. More than 90% of the contacts were concerned with job placement (statistical tables – in appendix). 

Forty six per cent of those applying to the employment service in 1995 found work during the year (the centre received 9585 acknowledgements). However, these data are not completely accurate since in many cases those finding work do not report this to the employment service. More precise data is only available in the case of the registered unemployed, since payment of benefit depends on registration. 

The most effective work of the employment service concerns the placement of teenagers during school vacations. In 1994 only 374 teenagers were placed, but in 1995 the figure was 4406, accounting for 46% of the total number of people placed in 1995. Similarly, 92% of the applications from students seeking work in their spare time were satisfied. There is also a rather high level of job placement among youth in the age range 16-29 years (54% of whom were placed in work). Moreover, men in this age group were much more successful at finding work than women (only 34% of whom were placed). 

Job placement by branch was as follows: industry – 20%, construction – 10%, transport and communication – 5%, trade and catering – 6%, municipal services – 3%, household service – 4%, management – 5%, science – 1%, other branches – 46%. 

Job placement by form of ownership: state ownership – 68%, private (individual) – 2%, mixed – 30%. 

Of those placed in work:

4216 persons in 1994 and 616 in 1995 were placed temporarily

homeworkers – 2 persons in 1994, 3 in 1995

Former white collar workers placed in workers’ jobs – 269 in 1994, 89 in 1995. 

6 persons in 1994, 3 persons in 1995 opened their own business 

Number and structure of the unemployed

At the end of 1995 the number of officially registered unemployed in Samara was 6,316 persons, which was double the number at the end of 1994. In the first quarter of 1996 the number increased a further 1.4 times. However, in 1995 50% of those registered as unemployed in the course of the year left the register by virtue of job placement, early retirement and other reasons. 

It is necessary to note that only about one third of those applying to the employment service with regard to job placement received the official status of unemployed, with a large gender difference, 42% of the women but only 15% of the men applying being registered as unemployed. This is primarily because there are many more vacancies for men that there are for women, giving the men much greater choice in the labour market. 

Among the registered unemployed 35% had been laid off from enterprises, the number having fallen by 4% in comparison with the previous year. The proportion leaving work voluntarily has increased to 42% of the total because of the deteriorating situation in enterprises, delays in wages and so on. 

The employment service data strongly confirms the thesis about the negative influence of the duration of unemployment on the chance of finding a new job. On average 46% of those unemployed for up to 4 months were placed in work in 1995, but only 24% of those unemployed for between 4 and 8 months and only 16% of those unemployed for over a year found work. 

Among the registered unemployed women (79%) predominate, and they tend to have a fairly high level of education – 26% have higher education, 33% have special middle education. Women are also more liable to find themselves unemployed as a result of redundancy, amounting to 83% of the total number falling into this category. The data on duration of unemployment shows that women find it more difficult to get a new job as well, women comprising 88% of those who have been unemployed for over a year. Women over the age of 30 are a problem group from the point of view of job placement, since the number of female vacancies appropriate to their educational level and specialism does not meet the corresponding demand for jobs (see data below). Moreover, women predominate in the groups of the unemployed least attractive to employers. So, for example, woman make up 65% of those who do not have a trade; 84% of those with no work experience and 76% of those who have had a break in work of more than one year. In addition, 42% of the unemployed women have school-age children which hardly adds to their competitiveness. Besides the objective difficulties faced by women, they find it more difficult to adapt to the need to change trade or profession or type of work and are more reluctant to accept a reduction in status. It is women who make up the main part of the clientele of the city employment service, and the problems of job placement of women are the most difficult. 

In 1995 1005 unemployed were sent for training (five times more than in 1994). Woman made up 78% of those retrained, young people 62%. 49% of the unemployed were trained in workers’ trades, 10% of the unemployed wanted to receive a new trade connected with business.

Demand for labour

The number of vacancies fluctuates between 2 and 7.7 thousand. On 1.01.96 4446 vacancies were registered.

Registered vacancies as a percentage of jobs for particular professions
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Professional breakdown of registered unemployed (per cent)
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There are always unfilled vacancies in education and medicine, but for every vacancy as an engineer there are 16 unemployed applicants. The greatest demand for jobs is from bookkeepers, economists, engineer-technologists, chemical engineers, electrical engineers, technicians, salespeople, commodity handlers, for all of which there are very few vacancies. The proportion of vacancies for women is only 23% of the total.



Distribution of registered vacancies by form of ownership (per cent)
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��Branch structure of registered vacancies (number)
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Redundancy of staff

According to the lists submitted by enterprises, 7,000 people were made compulsorily redundant in 1995 (39% fewer than in 1994). The largest proportions came from industry (54%) and transport (5%). Redundancies were mostly declared at enterprises with mixed (i.e. former state) (53%) and state (36%) ownership. Fifty three percent of those made redundant were workers, 69% women, 52% had higher or middle special education and 50% were in the age group from 30 to 50.

�In the first quarter of 1996:

18 enterprises reported mass redundancies

the total number employed in these enterprises (average registered number) amounted to 67,261

the total number made redundant amounted to 2,215 people

of these, 309 people will be found work immediately (102 at the same enterprise, 24 of whom have professional training and 207 at other enterprises); 595 are over retirement age, the remaining 1311 people being referred to the employment service.

The largest number of redundancies came from Shar (872 people, none of whom stayed at the factory, 41 being found jobs at other factories), Metallurg (187 people to be laid off, of whom 22 have been found jobs in the same enterprise, 29 at others), ZiM (57 people will be laid off, none staying at the enterprise and two being found jobs elsewhere). These three accounted for just over half the reported redundancies in the city in this quarter.

Number of enterprises reporting vacancies, end 1995:
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Redundancies:
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The current work of the city employment service

The average duration of unemployment is 4.3 months. In 1995, 1,163 million roubles was spent on the creation of new jobs and support of small business, which resulted in the creation of 348 jobs. Four unemployed people opened their own business. 5616 jobs were created for teenagers. 291 unemployed people retired onto their pensions. 

In 1995 48 enterprises applied to recruit foreign labour from 15 countries (a total of 416 people). 92% of these enterprises were allowed to recruit foreign labour as a result of the absence of the required specialists (164 people were recruited from Turkey, 79 from Armenia, 49 from Bulgaria. These were mostly highly skilled painter-plasters and tilers). 

In 1995 14 agreements were signed for the organisation of paid public works, creating 992 jobs. 643 people took part in such work. However, the use of public works in future will be more difficult as a result of a recent decision of the Federal Employment Service, according to which participation in public works is considered as a job placement and, accordingly, serves as the basis for the removal of unemployed status. In the opinion of the local employment service this will seriously frighten people off. Use of public works for the preservation of employment at problem enterprises also has a number of limitations, the main one of which is that the employment service does not have the right fully to finance such work, but only to participate in it alongside the city authorities and the enterprises themselves. In conditions of insolvency of enterprises and of local budgets, the organisation of public works is unrealistic. 

However, in one of the outlying districts of Samara, where an enterprise in deep crisis is located and where the problem of the employment of the population is very acute, it is planned to conduct an experiment. Following the recommendation of German advisors it has been decided to create a ‘buffer enterprise’, with the participation of the local authorities and employment service, in which jobs for redundant workers will be created. 

Among the main problems faced by the employment service identified by the specialists of the employment centre is first of all the fact that organisations frequently notify vacancies which are in fact for temporary or seasonal work. The jobs are sometimes well paid, but the person quickly falls back into the ranks of the unemployed. Furthermore, if the vacancy is filled, they frequently do not inform the employment service, so that further people are sent who then return with nothing. 

The employees of the employment service themselves evaluate the reported vacancies as unattractive, considering that the good jobs are distributed through informal channels, an opinion that is widely shared by the population as a whole. During our interviews with workers at enterprises we frequently encountered a scornful attitude to the state employment service. Opinions such as ‘they will not offer good work there’, or ‘there they only offer low skilled and low paid jobs’ were expressed by people who had never actually had any contact with the employment service.

One more problem is the fact that 60–70% of vacancies are for a few scarce specialisms, the highest demand being for drivers and gas welders. At the same time there are not enough female vacancies or vacancies for professionals with a high level of education. This bias of supply and demand in many respects predetermines the limited effectiveness of the work of the service. 

A serious problem is the fact no normative base has been developed to guide the process of job placement. As an example, delay in the payment of wages by an enterprise is not considered as a valid reason for refusal of a job there (and following a number of such ‘unmotivated’ refusals the unemployed person loses benefit). 

Many problems are also presented by a particular category of the unemployed: in the opinion of the chief of the job placement department, up to 25–30% of the people are dishonestly seeking unemployment benefit. Many come with forged information, where their last earnings are greatly exaggerated (under the law benefit is initially paid at the rate of average earnings). Many of the disabled or sick people are not capable of working normally: in his view only 10-12% of the unemployed are ‘normal people’.

Our own evaluation of the city employment service is largely negative. Although it is in a difficult situation, it does not seem to be a very effective job placement agency. It works basically as a registration centre, where detailed statistics (although relating only to the people who visit the centre) are accumulated and benefits are paid. A few people undergo professional retraining. The available vacancies are basically ‘dead-end’ jobs (although not all, of course – some people, for example, were sent to Intensivnyi korm). Its relations with enterprises are formal, burdened with mutual recriminations: the staff of the employment service are not satisfied with the vacancies reported to them, the personnel services of the enterprises are not satisfied with the ‘quota’ sent to them. 

The unemployed are heavily burdened with a large number of formal procedures and red tape: by the need to go round all the vacancies offered to them, sometimes to ask the personnel department to stamp them ‘not hired’ (if the unemployed person does not take the job he or she risks losing benefit), regularly having to come to register and to stand in queues to do so. In offering jobs, the staff of the employment service are guided by purely formal principles (a record in the labour book); the real skills and wishes of the unemployed person are almost never taken into account. 

Though the model employment centre was organised on Western lines and was thought of as setting the organisational standard, it works on purely Soviet principles, despite good technical equipment. It is always crowded with people who look very nervous. There are many conversations with a pro-Communist tone. When somebody comes out of the inspector’s office everyone rushes up with questions, ‘Well, how did it go?’, as after an examination. The answer is usually disappointing: ‘They offered a salary of 200 thousand’. The majority of visitors appear badly off, but there are also a few very well-dressed women and there are some young people. The employees of the centre have a large workload, with a queue waiting to see each of them. 

The staff merit separate comment: in the reception mostly middle-aged and older women sit, who talk pretty rudely to the clients and are easily irritated. The conditions are very stressful, as much for the staff as for the clients. In general, this beautiful, well-appointed building represents a typical Soviet type of office, where everyone spits on everyone else and the main thing produced is reports.

Non-state labour exchanges

‘Triza-Samara’

‘Triza-Samara’ opened in 1991 as a branch of the large Moscow firm ‘Triza’. At first the Samara branch had 5 agencies, now, after reorganisation, only 3 remain. The total number of staff is about 30 persons. It is still not licensed, but they plan to obtain a licence from the city employment service.

The specificity of Triza is that it is oriented not to service people looking for work but enterprises which need particular kinds of specialist. Triza head-hunts specialists and tries ‘to buy them up’, even if they are perfectly happy in their existing job, provided that the customer enterprise can offer more attractive terms. At the same time unemployed people apply to Triza for jobs, not quite understanding the specificity of this enterprise. Everyone who applies to Triza is registered on a computer database, but job placement is not guaranteed. But if a particular specialism is in demand they may even make repeated offers of jobs, even if the person has already been placed. Until recently there was no charge for the individual seeking work, but now they charge a registration fee of five thousand roubles.

They place very few people in work, about 10–20 people a month. The ratio of applications to placements is a commercial secret, but the deputy director did reveal as an example that one of the three branches had received 89 applications in March.

About 60% of the jobs offered by Triza are high-paid. The highest demand is for secretary-PAs, programmers, accountants, but all applicants have to be highly qualified. Thus, a secretary-PA is expected to have fluent English (including taking English dictation) and to own a computer and office equipment – although the salary offered is from 1.2 million roubles. However, such jobs as loaders and security guards are also filled through Triza.

It is mainly commercial structures which turn to Triza, but some former state enterprises, including the chocolate factory, use it when they need to recruit highly skilled technical staff (in the case of the chocolate factory to recruit a heating engineer who knew English). To find such scarce specialists the staff of Triza look beyond their own database and contact educational establishments and ask around among their colleagues.

Triza provides a three month guarantee: if the person leaves within three months they will find a replacements without charge (although they say that this has never yet happened). 

Most of the employees of Triza are managers or ‘marketologists’ (the Moscow agency has even announced a competition to find the best name for this category of staff), who work with the enterprises, offering them their services either personally or by phone. The work is divided into three phases:

contact with the chief or other responsible person at the enterprise advertising Triza’s services

conclusion of a service agreement 

selection of necessary nominees.

The cost of the service charged to the enterprise varies between one month’s salary up to 20% of the annual salary of the person recruited. For especially scarce specialists who are difficult to find and who have to be convinced to leave from their present place of work, Triza plans to take an additional 50% of the monthly salary (but they have not yet had any such cases). In general the charge depends on the demands made of the applicant – the higher the demands the more it costs to recruit them. Apart from purely professional demands, there may be other specific demands, especially in the case of a secretary-PA, where there will be requests specifying her appearance: apart from being attractive, they may specify height (‘she should not be taller than me’), eye colour and even, in one case, her name (one stern businessman who ordered himself a new secretary and apparently could not be bothered to learn a new name). At the same time it is not allowed to make any reference to more intimate services, indeed the staff of Triza warn their clients about the existence of international legislation prohibiting discrimination on grounds of sex, age etc. But as there is no relevant Russian legislation this sounds like wishful thinking. And in fact most vacancies specify restrictions of sex and age, with sexual restrictions being overtly discriminatory in relation to women: it is frequently stipulated that the applicant should be a man, and never a woman (and this is not in relation to work requiring any kind of physical effort but things like advertising agents etc.) Most jobs specify a maximum age of 35 (secretary-PA up to 30), with the limit raised to 40 only for highly qualified specialists, such as experienced accountants. Analysis of the vacancies (they are displayed on an open stand) shows that apart from the ‘commercial professions’ already mentioned industrial specialists with rare skills are required (for example, technologist for manufacturing a children’s food). There was one vacancy for a worker - a crane operator.

One can describe Triza-Samara as a semi-elite labour exchange, mainly servicing commercial structures and small prosperous industrial enterprises. There is also a really elite agency, Ankor, which is a branch of a Moscow firm, recruiting staff mostly for joint ventures – with very high salary and very high requirements, such as possession of several foreign languages, availability of their own truck etc. Triza in practice is involved in the redistribution of labour, rather than in finding jobs for the unemployed. Its influence on the city labour market is completely insignificant. 

Youth Labour Exchange 

The agency for the assistance of youth employment was created on the initiative of the city administration’s youth department in 1992. At first this organisation assisted in the summer recruitment of schoolchildren and students, involving them in public works. It was financed from the budget of the city administration. 

As the economic situation deteriorated and the number of unemployed, one third of whom are young people, increased, the range of problems dealt with by the agency extended. Gradually a database of vacancies at enterprises and organisations was built up, and the agency began to work as a normal labour exchange oriented to youth. All services here are free both for the employers and for the customers seeking work. 

The youth labour exchange is partially financed by the city administration but, as they explained to us, it covers its costs through economic activity. Part of its team has opened an independent enterprise, which involves itself in various sorts of economic activity, earning money (and according to some people skilful at "scrolling" the money provided by the administration for youth employment). The other part continues to handle problems of youth employment. This year the city authorities adopted a "Program of assistance for employment of the population of the Samara region for 1996", to be implemented by the city’s model employment centre. The youth labour exchange, under a contract for joint activity with the city employment service, should carry out work with youth within the framework of this program. 

Similar enterprises to the youth labour exchange have developed in other cities in the oblast, in particular Shans in Togliatti and a youth exchange in Novokuibyshev. 

In Samara the youth labour exchange has a computer database of vacancies. There is a courier service which once a week updates the database with new information. The whole city is broken into squares, each of which is served by a courier. Once a week the courier tours all enterprises, establishments and organisations in the area to collect information on the availability of vacancies and this information is then fed into the computer. 

The office and customer reception is in a new microregion remote from the centre, that is not very convenient. Three or four people work in reception where various information is displayed on stands for those seeking work and a few journals with lists of vacancies lie on tables. There are constantly ten to fifteen people in the reception area. Three or four job-seekers sit in front of computers and with the operators look for suitable work, others look through the journals of vacancies or the information displayed on the walls. Certainly, the about 80% of the clientele are young people between the ages of 14 and 30, but quite often older people also appear as clients of the youth labour exchange. Nobody is turned away and everyone is given information. Most of the clients are young men returning from the army, those who have just left educational establishments and young mothers. 

To attract clients vacancies are advertised in the newspapers Trebuetsya (‘Wanted’) and Klyuch birzhi truda (‘Key to the Labour Market’) containing all the necessary information and the address of the employer. 

According to the director they work very effectively. They claim to find work for 41% of all applicants, about 30% being found permanent jobs. In 1994 about 13,000 people applied to them, more than half as many as applied to the city employment service. In 1995 only 5,000 people applied, the decrease being because they were refused a lease and were left without premises for rather a long time. According to the director in 1996 they have been handling up to 150 applications a day. 

There has been no serious analysis of the clientele and all figures quoted are drawn from memory, so they cannot be relied upon. Now that the work is computerised they are planning to develop a labour market forecast, but this is only a plan. There is practically no feedback and so no way of judging the performance claims of the youth exchange: they may know how many people are given information, but they have no way of knowing how many of them find jobs. There are a lot of ‘dead’ vacancies in their computer database (mass trades at large enterprises with low pay and long delays in the payment of wages) so that many of the clients fail to find jobs when they follow these up. Usually one or two failures are enough to discourage them, but when they do not return it is assumed that they have found work. Some people may find work having seen the advertisements placed by the youth employment exchange, but these cannot be accounted for since they never contact the exchange. 

They consider that they are serious competitors with the private labour exchanges because the latter all charge, but not everyone is able to pay and many simply do not want to. The city employment service, in the opinion of the youth exchange, works inefficiently because they have to deal with registration and unemployment benefits, so that a large proportion of their clients are not interest in finding jobs but in drawing benefit, so the youth exchange is not afraid of their competition. 

Private labour exchange Alyur 

The labour exchange Alyur was set up in the summer of 1994, when three young men despaired of finding themselves permanent jobs and decided to open their own employment exchange. They began by searching out vacancies and studying advertisements and attempted to find work for their first customers. 

Today the exchange is successful and highly profitable. An independent firm has spun-off from the enterprise created in 1994, which works successfully in several directions and if necessary finances the activity of the labour exchange. 

Twenty-five people work in the labour exchange. Four people receive clients in the Mir cultural centre. Information on vacancies and customers seeking work is entered into a computer. 

The work of this service is oriented first of all to work with the unemployed who are seeking a job and secondly to employers. Among the employers there are regular customers who are known to the office and who only need to telephone to place an order for the recruitment for a particular job. The dispatchers ring round enterprises and organisations every day to collect information about vacancies. At the end of the day the information is entered into the computer. The dispatchers are paid according to the quantity and quality of vacancies received, so few "dead" vacancies get into the database and they are quickly removed so that job-seekers are not offered general work at enterprises which have not paid wages for several months. The services are usually free for employers, though with some of them the work is based on mutual interest (building materials, equipment hire, repair etc.). The employer pays a fee if they want a ‘one-off’ specialist who cannot be found in the market or have special requirements (secretary-PA, beautiful, with knowledge of a foreign language and computers and willing to sleep with her boss on demand) the search for which requires extra time.

There have been cases when enterprises conducted competitions to recruit specialists and the agency sent everyone who met the age and sex requirements in the hope that someone would pass. 

Those who want to find suitable work have to pay 46,000 roubles to be entered into the database and have access to the information on vacancies in the database for two months. If the applicant is given information about rare or very lucrative job offers he or she has to pay a substantial extra premium for the information. If the person does not get the job, the money is returned, if he or she gets the job a large part of the premium is returned, the client paying the ‘cost’ of the information (as a rule, one quarter of the pay in the new job).

The exchange has its own newspaper, ‘Wanted’, which publishes information on vacancies with their serial number in the database, which means that those wishing to follow up the advertisement have to apply to the exchange and pay the fee. 500-800 a year people pass through the labour exchange, about half register as job seekers and about 46% are found jobs. 

The reliability of these data leaves much to be desired. The information about those vacancies for which a fee has been paid and about the sums returned to those who have found work is more or less accurate, and here one can speak about the number getting a job. They get some information about placements from employers when they collect information about vacancies. But otherwise there is no way of knowing whether or not the majority of those who have used the database have got work on that basis.

General concluding comment

Apart from those agencies described above there is a number of other agencies involved in job placement which we have not researched, but which seem to differ little from those already discussed. Small non-state labour exchanges cover a very insignificant segment of the labour market and do not have any real influence on the employment situation, but neither does the state employment service. Unfortunately for our research none of these agencies have statistics which make it possible to assess the results of their work. But at the same time, these organisations are interesting as competitors with the city employment service, more flexible in the use of various methods of attracting clientele both among employers and among applicants.

�12. General characteristics of employment of the population of Kuzbass

Veronika Bizyukova

The population of Kuzbass at the beginning of 1996 was 3072.3 thousand people of whom 1754 thousand, 57.1%, were of working age (men 16-59, women 16-54). 1322.5 thousand people, or 43% of the total population, were in employment at the beginning of 1996. The biggest employer in the region is the coal industry, employing 17.2% of the employed population, with 6.3 per cent in ferrous metal. 5.4% work in mechanical engineering and 9.9% in construction. Material production employs 71% of the population, with 29% in the non-productive sphere, although the latter has recently increased at the expense of the former. According to the official statistics, six per cent of the population of working age, 105,000 people, had second jobs.

The precise number of those below and above working age who are in employment is difficult to identify. According to the Goskomstat figures (based on a household survey) not more than 1% of those under 16 (about 1,000 people) work, while about two-thirds of pensioners are in employment (about 400,000 people). However, according to the employment service 36,896 under-16s were placed in work (38% of 14–15 year-olds) in 1995, the bulk of whom were placed in temporary or part-time work, and it is likely that others were involved in unrecorded employment of various kinds. Most pensioners have to work, since the pension is considerably below the Kuzbass subsistence minimum, as do a significant proportion of schoolchildren and students, simply in order to live. Students also work to gain the experience without which it is very difficult subsequently to get a job.

Only about half the graduates of educational institutions are placed in work, the others search for work independently. In 1995 2,345 of them were registered as unemployed. However, on official statistics the rate of unemployment in the Kemerovo region is low, with 29.7 thousand recorded as being without work, lower than any other region in Western or Eastern Siberia, 25.3 thousand people being officially registered as unemployed, giving an official unemployment rate in Kuzbass of 2.2% of the economically active population. According to the labour force survey the true rate of unemployment is about 6.8%, or 119 thousand people. 

Labour turnover in Kuzbass is high, with a separation rate of 29% and a hiring rate of 27% across all branches of the economy in 1995, with employment increasing only in public administration, credit and finance, public services and education. Short-time working amounted to 2.4% in December 1995, an increase on the previous months, but the rate was much higher in light industry (22%) and communications (18%). The average length of administrative leave at the end of the year was ten days, but in science it had reached 28 days, although the highest proportion of employees on administrative leave was in light industry, where 44% of employees were sent on leave during the month, although the average duration was only 1.7 days. However, these figures relate only to officially recorded leave and short-time working. It is very common, particularly in female enterprises which do not have continuous production, for people to be sent home without pay after reporting for work, in which case the lay-off is not recorded.

The employment service claims to place 62% of applicants, rising to a scarcely believable 72% in Kemerovo city, but over half of these placements in 1995 were accounted for by under 16s, and the employment service is not nearly as successful in placing the registered unemployed in work. While the Kemerovo city employment service claimed to have found jobs for nine times as many people in 1995 as it had in 1994, it actually placed 22% fewer registered unemployed. Two-thirds of the registered unemployed in the region are women, much of the fall in female employment being connected with the removal of subsidies which in the past had protected women’s employment in a region dominated by industries employing predominantly men. More than half (51%) are recorded as having left their previous work voluntarily, 2.4% for disciplinary violations, 24% as a result of redundancy and 9% on graduation from educational institutions. Although registered unemployment is not especially high among the young, as in the rest of Russia teenagers are increasingly turning to the employment service in search of work: 38% of those registering in search of work in 1995 were under 16, and 56% were under 20. Although most of these young people were placed in jobs, the bulk of which were presumably temporary and/or part-time jobs, it is now extremely difficult for young people without training and work experience to get a regular job, as it is for the disadvantaged and for those over forty.

Apart from the offices of the Federal Employment Service, all the large cities in the region also have youth labour exchanges and private employment agencies. Kemerovo city has a model employment centre and three private agencies, although only one of these, ‘Professional’, is of any significance in the labour market. Improvised labour exchanges which spring up spontaneously outside the offices of the employment service are extremely active. This is where people are hired for temporary and casual work, most of which is informal, the majority of those hired being men in their forties. 

There are some differences in the profile of unemployment in the three cities in which the case study enterprises are located. In Kemerovo a very high proportion of the 5,164 registered unemployed have higher and special middle education (23% and 33%, against 7% and 20% in the adult population as a whole), a higher proportion have been made redundant and a slightly higher proportion are women than in the region as a whole, which is to be expected because it is an administrative centre which has seen extensive redundancies among educated female administrative staff. 636 unemployed people were sent for training in 1995, two-thirds of whom completed their courses but fewer than one-third of whom then found work. There were only two-thirds as many notified vacancies in the last quarter of 1995 as there were registered unemployed. While 56% of the registered unemployed had higher and special education, three quarters of the notified vacancies were for workers, most for those on the top skill grades, while vacancies for managers and specialists had equally high professional demands. While 71% of the registered unemployed were women, fewer than a quarter of the vacancies were for women’s jobs. All of the advertised vacancies require experience in the particular trade or profession.

Osinniki and Kiselevsk are mining towns. In Kiselevsk the rate of registered unemployment is over twice the regional average and there is only one reported vacancy for every ten registered unemployed, with most of the vacancies being for workers while the majority of the unemployed have special middle education, although a higher proportion of the vacancies are for women than in Kemerovo city. The principal employment problems in the city are related to the restructuring of the coal-mining industry and the run-down of women’s enterprises. Unemployment is a little lower in Osinniki, with women predominating among those with low and with high educational levels, but the majority of the unemployed in Osinniki have only middle or incomplete middle education. In both Kiselevsk and Osinniki more of the unemployed were recorded as having left their previous jobs voluntarily than in Kemerovo, but the overwhelming majority of those who were made redundant were women (88% in Osinniki). In Osinniki the employment service reported only an average of 20 vacancies in the last quarter of 1995, one for every 86 registered unemployed, although this does not give a true picture of the city’s labour market.

Main directions of the work of the employment service

As noted above, Kemerovo city has a model employment centre which has been developing new methods of work. The centre was established as a model not only for the region but also, through the Federal Employment Service, for Russia as a whole. The main directions of its work can be described under four headings: (1) work with enterprises; (2) work with the unemployed; (3) problems of vocational training (4) youth unemployment.

(1) Traditionally work with enterprises was limited to the collection of information about vacancies. At the beginning of 1996 the model centre became more active, since information on vacancies was renewed each month, and officials toured enterprises to collect data on the personnel structure and turnover. In April 1996 a series of meetings was held with personnel managers of enterprises to discuss the better co-ordination of their work with the enterprises. The main complaint of the enterprises was that the employment service simply sends along unemployed people and does not pay any attention to the requirements specified for the job. In May 1996 the first ‘job fair’ was held, attended by 2–3 thousand people, but only ten of the 7,000 enterprises in the region attended, and even they had left by mid-day. The main motive of those enterprises which did attend was to find people to fill unfillable low-paid jobs. About 40–50 people inquired about each enterprise and those enterprises which offered work without any delay in the payment of wages were able to fill their vacancies, although those with delays were not able to do so. 

(2) The staff of the model employment service regard the most urgent problem in work with the unemployed as being the removal from benefit and from the register of those who are in fact working, something which in their view has been increasing in 1996.

(3) The director of the model centre believes that increasing the levels of training and the duration of courses offered by the PTU (technical training establishments) is vitally important. At present PTU graduates are unattractive to employers because they do not have a high enough level of training or industrial experience. 

(4) The problem of youth unemployment is a growing one, particularly as the demographic structure of the region is such that the number of young people is growing rapidly. In September 1996 it is planned to discuss at the city level a youth employment program, but all the signs are that this will be a rather formal affair. 

In general the quality of the work of the employment service still leaves a lot to be desired. Its research is very basic and its forecasting of future employment and unemployment trends is primitive and inaccurate. The employees of the service have had to learn their new profession as the problems which confront them arise. The first task was to establish the framework of the service and a system of state reporting and this was the main activity of the service until 1994. Specialised departments have now been set up for analytical work, for work with enterprises and to provide individual and group psychological consultation for the unemployed, although only the latter is actually working so far, and generating positive responses from its clients. 

�13. Brief description of case study enterprises

Inna Donova

ZiM 

The Maslennikov Factory is one of the oldest military-industrial engineering enterprises in Samara. ZiM is a state enterprise which remains in federal ownership (it is not subject to privatisation by government decision as a strategic enterprise). Total employment in 1988 was 31,500 people, by 1995 it had fallen almost threefold to about 11,800 people. However, this reduction was achieved with a minimum of compulsory redundancies, the vast majority of employees having left voluntarily, with the most skilled and active workers being the first to leave. Despite a substantial fall in the volume of production, recruitment is open and the factory now has about a thousand vacancies for specialists of all kinds, mostly for workers. However, wages are so low, with payment regularly delayed by three months, that numbers continue to fall. The factory is, therefore, very active in the local labour market as both a large supplier and a large consumer of predominantly unskilled labour power. 

The enterprise consists of several weakly connected technological units. The factory produces a very wide range of products, including production for the military-industrial complex, goods for industrial use and consumer goods: from rolled non-ferrous metals to watches and computers. Since 1989 conversion has had a dramatic impact on the economic and financial position of the enterprise, with a fall of military production of about 50% in 1990, and by 1992 this had shrunk to the 2–3% of production at which it remains today.

The enterprise has no program of conversion. The reorientation to the production of general industrial and consumer goods has been implemented pragmatically, without any forecasts of consumer demand, but simply exploiting immediate market opportunities and established connections in pursuit of the personal and corporate interests of senior management. Sales lag behind production (in 1993 sales amounted to only 63,3 % of production) and debts for earlier shipped production, including that for the military, grow.

Although there have been some changes in the structure of production management and various market structures have been created (financial and economic management, a trading house, a commercial bank and a marketing centre), none of these steps appear to have been very successful. Analysis of the economic position of the various production units found that all but one was unprofitable. Since October 1993 the factory has been working a four-day week. Apart from frequent stoppages of production for a few days, the factory stopped for 15 days in January 1996, and for a month in the summer of 1996. Almost all the social facilities of the enterprise have been or are in the process of being transferred to the municipality.

Shar

The joint-stock company Shar is still one of the largest engineering enterprises in Samara, based on a Moscow ball-bearing factory which was transferred to Samara in October 1941. It was the largest such enterprise in the Soviet Union, in 1991 making about 20% of all bearings and 80% of all bearings for military use. It employed 31,000 people in 1985, but by 1995 this had fallen to only 13,500 people. 

Shar possessed a huge and well-developed system of social support and still owns most of its social and welfare facilities. In 1992 the enterprise was transformed into an open joint-stock company. The enterprise has remained in a condition of deepening economic crisis approximately from the middle of 1992. The reasons are typical for large engineering enterprises: a sharp reduction of military orders for precision bearings, disintegration of economic relations with customers and suppliers of raw materials (many of which are in Ukraine, with which the system of bank accounting is extremely complicated) and the rise in the cost of energy. 

During 1992 and 1993 the factory was repeatedly on the verge of stopping. A reduced working week was introduced and compulsory leave was widely practised. Since 1993 staff reductions have in reality taken place. Production for 1993 fell by 30% over 1992 and in the spring of 1994 stocks of metal were finally exhausted so that the enterprise came to a standstill.

In March 1994 a new management was brought in but the new team has not been able to extricate the enterprise from crisis. Wages at the factory continued to be among the lowest among major concerns in the city and was paid with large delays. The fall of production continues, with the enterprise working at less than 30% of capacity in 1995, stopping completely for December 1995 and January 1996, with some shops remaining closed through February. By February salaries for October had still only been partially paid.

The question of the bankruptcy of Shar has been repeatedly considered by the oblast committee on bankruptcy, but the decision is always postponed. The company has now been divided into three separate enterprises. One factory on the outskirts of the city has become a subsidiary of the main factory, a large building of the main factory specialising in the production of precision bearings and various consumer goods has been separated out into an independent enterprise, leaving the main part of the factory as the most profitable part of the business. Management’s employment policy has been to keep cutting numbers: in the autumn of 1996 they planned to cut the numbers in half. For this reason the enterprise plays a very active role in the local labour market – the scale of the planned reductions is such that the office of the city employment service at which those who are sacked have to register within two weeks will simply not be able to cope with such an influx of clients. For this reason the employment service and the enterprise made arrangements to organise the registration of the relevant documents at the factory itself, but the employment service also had the problem that it did not have enough specialists to deal with such numbers and so was trying to reach agreement about the scale of reductions with the management.

KEMZ 

The joint-stock company Kuzbasselectromotor is an engineering enterprise in Kemerovo, founded in 1941. It is one of the largest manufacturers of industrial electric motors and magnetic actuators in the CIS, mainly intended for the coal and chemical industries. Employment in 1985 was 5,770 people, by 1995 it had been more than halved to 2,430 people.

The enterprise was transformed into an open joint-stock company in October 1993, 40% of the shares being owned by the federal holding company ROEL, which was created on the basis of the former department of the electrotechnical industry and held blocks of shares in engineering enterprises across Russia.

Production has been falling since 1988 and since 1991 this has become a collapse. The production of low-voltage equipment fell by almost thirteen times and the production of electroplates and explosion-proof electric motors more than 3 times between 1991 and 1994. There have been no significant changes of product range. The equipment is worn-out, but there is no money for reconstruction. The main reason for the critical situation of the enterprise is the sharp reduction of its markets as a result of the deep crisis of the Russian coal industry (to which the enterprise is oriented) and the inability of its conservative management to adapt to new conditions.

The shops work spasmodically, never for more than 4–5 months without stopping. Since the summer of 1992 shops and departments of the enterprise have been working a reduced working week and have also been sent on compulsory leave. In 1995 wages were paid with delays of 2–3 months, at the end of the year the situation got worse and wages fell five months in arrears. By spring 1996, the enterprise did not have enough working capital to pay wages or purchase materials and the outflow of workers reached a peak.

Until September 1994 the enterprise had extensive social facilities (six kindergartens, a large housing stock and so on), but now only housing remains, and this is also being prepared for transfer to municipal ownership.

KEMZ accounts for about 10-15 % of the Kemerovo labour market for engineering workers. However, the main production workers (54 % of the workers) are narrowly specialised, with skills adapted only to their particular production conditions and consequently cannot easily transfer to other related enterprises. Despite the extremely convenient geographical location of the factory (in a central part of the city, very well served by various kinds of city transport) and quite high wages, which attract workers to the factory, these are not sufficient to hold on to them. The enterprise’s role in the city labour market is to act as a kind of mincer, swallowing huge numbers of workers and spewing them out for many reasons: delays in the payment of wages, the instability of production, bad working conditions, absence of housing accommodation and of any prospects.

RSU 

Repair-Construction Administration is in the town of Osinniki in the south of Kemerovo oblast. RSU was created in 1975 for the repair of housing belonging to the mines of the South Kuzbass Coal Association (now the company Kuznetskugol’). The separate sections of RSU are located in the miner’s settlements which are satellites of the town. The main activity of the enterprise now is the repair of housing. In 1985 it employed 402 people which, by the end of 1995, had fallen slightly to 337 people.

RSU is not privatised and is completely a state enterprise although, together with the whole sphere of miners’ housing, RSU is in the process of transfer to municipal ownership. Until recently RSU had its own social facilities: a kindergarten, medical centre and rest centre. But as in 1994 the state grants for its support were withdrawn and the enterprise did not have its own money, the kindergarten and rest centre were transferred to the municipality. 

Since the end of the 1980s there has been some reduction of financing and of the volume of repair jobs. There was some revival of activity at the enterprise in 1993–94 when its wages matched those paid by the local mines and, most important, money arrived with less delay than aat other enterprises. However, the reduction and then the termination of centralised grants for the social facilities of the coal industry has sharply reduced the amount of finance for the repair of housing and has resulted in an outflow of people from the enterprise.

The conservative management of RSU does not really have any general strategy of development and is taking no real steps to reorient itself and to find new markets for its services in the adverse economic conditions. This passivity is linked to a moderate employment policy, directed at the gradual reduction of the number of staff and reduction of the number of production sections.

RSU accounts for only about 5% of the labour market for workers in the main building trades and employs quite a lot of low-skilled personnel. The majority of workers’ jobs do not require a high educational level and jobs such as guards, ancillary workers and so on can be filled by those with a minimal educational level. Almost 40% of the enterprise’s workers have incomplete middle education. The workers’ specialisms at RSU are not scarce or specific to this enterprise. There are several construction organisations in the city and other enterprises have their own construction sections, so that workers can move quite freely. Carpenters, plasterers, fitters and welders come and go between the most diverse organisations from state farms to business concerns. However, recently, because of the financial problems of the enterprise recruitment has ceased, except for skilled welders and ‘their own’ people. A few unemployed people are taken on on the recommendation of the city employment service.

RMZ

The Repair-Mechanical Factory is located in Osinniki in the Kemerovo region. This is one of the largest and most stable enterprises in the town. The enterprise was created in 1986 on the basis of the central electromechanical workshops which had existed since 1940. In 1985 the enterprise employed 732 people, which had increased slightly to 805 people in 1995. 

In 1994 RMZ was transformed into an open joint-stock company within the structure of the regional coal company Kuznetskugol’. Its main activity is the manufacture of metal pit props (60% of the volume of work), the repair of mining equipment and manufacture of spare parts. Besides this RMZ also manufactures its own products – equipment for the mechanisation of manual and auxiliary work, non-standard equipment and consumer goods. There have been no significant changes in the product range over the last ten years and in the manufacture of pit props there have only been some design changes.

The heyday of RMZ was the years 1978–87, following the introduction of the production of pit props, which doubled the factory’s production volume. Since then there have been no real changes in the structure of the factory. There has been a small decline in production since 1989 which was reversed in 1995 when production increased.

The enterprise traditionally conducted a strong social policy and a high level of wages, even in comparison with the mines. It had two kindergartens and built its own housing. At present the enterprise has neither employment nor significant financial problems and has no shortage of orders.

RMZ employs about a third of the engineering workers in the town, where it has traditionally been the second most attractive workplace after the largest local mine, Kapitalnaya. Officially recruitment is closed, but skilled male workers are taken on without any restrictions. Working conditions here are quite good in comparison with the mine, but the biggest attraction is that the enterprise is still building housing, whereas the mine has built virtually no housing for the last ten years. The factory pays the highest wages of any of the enterprises in the town, apart from Kapitalnaya. However, the situation in the labour market of a small town is more difficult than in large cities, so that workers with below average levels of skill or aged over forty, of whom RMZ employs many, now find it almost impossible to get a job as the situation has got progressively worse.

Chocolate Factory

The chocolate factory Russia is located in Samara. Its main products are various kinds of chocolate: sweets, bars, paste, cocoa-powder, in the supply of some of which it is a monopolist on the Russian market. It has been an open joint-stock company since 1992. In 1994 the Swiss multinational Nestlй bought 49% of the shares, and has now increased its holding to 91%. In 1985 the factory employed 1,490 people, which by 1995 had increased slightly to 1,590. Despite the increase in numbers the enterprise hardly ever turns to the external labour market, recruiting its labour exclusively through connections of kinship and acquaintance or, in rare cases, by organising competitive selection for specialist’s posts. The enterprise has always been regarded as a prestigious place to work and renowned for having a stable collective, but nowadays it is completely closed and it is impossible to get a job there ‘from the street’.

The enterprise was opened in 1970 and at that time was one of the most efficient in the industry because of its advanced production facilities and high degree of mechanisation, including the use of some foreign equipment. However, every increase of production up to the end of the 1980s ran into the problem of finding money to pay for the replacement of the ageing machinery and equipment. In the initial period of economic reforms this problem was compounded by problems of sales and supplies of raw materials. The rise in prices and fall in effective demand resulted in the reduction of the volume of production. However, the situation was stabilised quite quickly and in middle of 1992 the factory received raw materials under a large state order.

In 1993, the factory paid some of the highest wages in the city. Output has increased 1.5 times since September 1992 and prospects further improved towards the end of 1994 when the introduction of duties on imported chocolate gave some protection to domestic manufacturers. The range of products has increased and the factory has begun to respond effectively to demand fluctuations.

Since 1995, Nestlй has begun work on the reconstruction of production and the reorganisation of management. The seller’s market is expressed in the continued growth in the volume of sales. Wages are among the highest in the city. High and stable wages, good working conditions and an advanced social sphere have reduced staff turnover at the enterprise to a minimum. Although Nestlй gave a three-year employment guarantee when it took control it has already initiated a process of renewal of the collective by offering very attractive terms for those who take their retirement, including additional payments of up to 50 million roubles for the most experienced workers. As a result the factory has already got rid of ten per cent of its pensioners.

Metallurg

The Samara Metallurgical Company (now Sameko) was founded in 1950 and till 1992 was subordinate to the ministry of aeronautical engineering. The enterprise employed 21,900 people in 1985, falling to 17,870 in 1995 and 15,738 on 1st July 1996. Until the beginning of the 1990s the enterprise played a major role in the city labour market, providing employment in a wide range of trades and professions for a whole region of the city. The enterprise is still regarded as a large and prestigious employer, but recently has virtually only recruited skilled workers from other military-industrial enterprises which have come almost to a standstill. 

In 1993 the metallurgical factory was privatised as an open joint-stock company. The factory makes all kinds of aluminium products, including castings, foil, sheet, extrusions, pipes and consumer goods. Until 1993 the main consumers were within the Soviet Union and the socialist block. The disintegration of the home market and fall in demand connected with the increased price of the product and the crisis of non-payment led to a significant fall in production and the administration of the enterprise turned its attention to the foreign market, where it enjoyed a brief boom, stimulated for a period by a favourable exchange rate and protected by quotas on the export of raw aluminium. Despite the subsequent fall in exports and sales, the enterprise until recently remained quite prosperous. 

From the beginning of the period of radical reforms in Russia the management’s employment strategy laid strong social emphasis on the maintenance of employment. The protection of the workers against the market economy and the preservation of the labour collective of the enterprise were priority targets until end of 1995. The enterprise was remarkable for having retained the whole of its unprofitable social sphere and saving all of the jobs in this sphere. However, the volume of production fell continuously and from 1993 palliative (partial working week, compulsory leave and so on) and more radical measures (reduction of numbers) were undertaken. All these measures had a selective character aimed at disposing of undesirable workers and retaining skilled personnel. 

By 1995, in comparison with other enterprises in the city, Sameko was still working quite stably, although it had a reduced working week. Wages were still quite high and were regularly paid and its workers retained many of their social privileges.

However, over the period from October 1995 the economic position of the enterprise deteriorated sharply. There was an unexpectedly large fall in production as a result of adverse changes in the domestic and world markets for aluminium and in the rouble exchange rate. In December 1995 and in January 1996 the factory for the first time stopped completely for two weeks. At the beginning of 1996 there was a change of owners when the labour collective finally lost its controlling interest and now 52% of the shares belong to Inkombank. Under pressure of the new owner the management of the enterprise is being forced to make radical policy changes, the first being to abandon its paternalistic employment policies. In 1996 the enterprise stopped practically all recruitment, throwing 3,000 people onto the city labour market, with Inkombank proposing a further cut of 1,500, to which the regional administration has raised no objection.

Tokem 

Tokem is a chemical enterprise, located in Kemerovo, which was evacuated here from the Moscow region in 1941. The main products of the firm are pheno-plastics, formalin, pheno-formaldehyde resins, ion-exchange materials and plastic industrial and consumer goods. The level of employment in 1985 was 5,476 people which, by 1995, had been more than halved to 2,314 people.

Tokem is one of those enterprises which were the pioneers of privatisation, one of the few major Kemerovo enterprises to undertake a market reform on its own initiative. After moving to leasehold status the enterprise was transformed into a closed joint-stock company in 1992. Now the shares of the firm belong only to its employees, a significant proportion being concentrated in the hands of a small group of shareholders.

Production declined in the firm during 1991–92, connected with a significant reduction in the volume of military orders, the disintegration of the USSR, the breakdown of economic relations with the former Soviet republics and the general recession in the industries which were the normal consumers of its products. However, despite this, Tokem prospered financially during this period because it was able to take advantage of its monopoly position to charge very high prices. The firm pursued a radical economic strategy during this period, sharply cutting the size of the labour force and paying relatively high wages. However, this strategy has undergone significant changes since 1993 as competitors appeared and the volume of production and level of profitability have fallen sharply leading to falling wages and, in November 1993, the first delays in the payment of wages. 

Since 1994 Tokem has faced problems of spasmodic work, shortage of working capital and delays in the payment of wages of one to two months. So we can distinguish two periods in the development of Tokem. The first, from 1990 to the autumn of 1992 was a period of economic take-off during which the enterprise creamed off the benefits of its position as a monopolist and a pioneer of privatisation. The second period, since the end of 1992, has been a period of economic decline and stagnation as a result of both subjective and objective factors. 

The position of Tokem in the Kemerovo labour market has traditionally been determined by its favourable geographical location near the city centre, while other chemical enterprises are located in places more remote from the main residential districts. Moreover, during the period of prosperity of the enterprise, particularly between 1990 and 1992, it paid higher wages than other similar enterprises in the city, particularly for senior managers and specialists, and offered the chance of receiving housing. Between 1990 and 1995 the firm constructed a number of apartment blocks which substantially reduced the waiting list for housing.

Tokem is only one of a number of chemical enterprises in the city, including one giant, so that it only accounts for 10–15% of the jobs in the industry. However, by virtue of the specificity of its technological processes the main production workers at Tokem (particularly the operatives), as at other chemical enterprises, have rather narrow specialisms which limits their opportunities for labour mobility. The auxiliary workers have much wider (universal) specialisms, and also tend to have quite a high level of skill because of the complexity of the equipment that they service, which makes them more mobile.

MZhKstroi

The Association MZhKstroi is located in Samara and specialises in housing construction. It was formed in 1990 on the basis of the building organisation MZhK-1 as a closed joint-stock company. It builds on contract for its founder-enterprises. It employs 190 people. 

For the last few years financial allocations for construction have been almost non-existent and enterprises have commissioned housing construction episodically and with irregular financing so there has been some reduction in the amount of work. However, MZhK has been able to accommodate to the situation by virtue of its structure. Because of its small size it is not in a position to compete with the large building companies in the city labour market, and so in general it recruits small brigades of construction workers on a temporary basis. The enterprise has little engagement with the external labour market and adapts to sharp fluctuations in the level of activity by the use of temporary labour and through its high rate of turnover.

The spasmodic financing of construction in recent years forced the management of MZhK to abandon its initial plans of creating a stable large collective. In order to reduce production costs and avoid stoppages it was decided to limit the number of permanent workers to a maximum of 200 people. There is an administrative nucleus, working on a permanent basis, and construction workers are contracted to carry out particular jobs. This flexible organisational structure of a permanent administrative nucleus and temporary building collectives allows the firm to take on construction work at short notice when financing is available and to lay off workers when there is no work. The workers’ wages are sufficiently high that management has no problems of recruitment and can be selective in whom it takes on. 

Komestra

Komestra is the most well-known insurance company in Kuzbass, based in Kemerovo with a network of branches throughout the city and in other towns in the region. Originally it covered life insurance, medical insurance and bank credit insurance. Now it offers all types of insurance cover. It was established in 1991 as a closed joint-stock company, founded by private individuals and a number of large industrial and financial companies in the region to handle the insurance needs of the latter. At the moment it has only three permanent employees, but in 1995, including its branches, it employed 128 people. 

The distinctive features of the organisation are the dynamism of its structure and its constant expansion. A number of other organisations have grown and separated out from the initial organisation with the status of branches and affiliated companies in other cities. According to the oblast statistical data the system of Komestra companies employs three percent of the total number working in banking and insurance in Kuzbass. Its customers are private individuals, enterprises and organisations, although its main activity is concentrated on corporate customers. 

The financial position of Komestra is quite satisfactory, the organisation has the resources to recruit the most highly skilled employees and to make ever-increasing demands on job applicants. In 1996 the management of Komestra began to increase the size of its permanent staff and the number of its employees.

The attraction of Komestra is its stable situation and its constant development and expansion. For the majority of the workers the stability of wage payment and the dependence of the wage on the personal efforts of the employee, as well as on the work of the whole organisation, are important. The attractive features for young people are the constant flow of new information and the opportunity of training or retraining in the insurance business. 

During its first three years Komestra had a high rate of labour turnover as it made increasingly rigorous demands on its employees and emphasised the evaluation of employees on the job. However, this process is now largely over and dismissals for lack of professional competence have become much less common. 

Vakhrusheva Association

The ‘Association of shareholders of the Vakhrusheva mine’ is now a multi-activity investment-industrial corporation connected with the coal industry and the construction of mines. The enterprise is based in Kiselevsk in the Kemerovo oblast. The company employed 2,400 people in 1991, and by 1995 this had increased to about 2,700. The company is now an open joint-stock company.

The original mine was constructed in 1941 and until 1989 was a part of the coal association Kiselevskugol’. The mine began to undertake its own technical re-equipment under a dynamic new director who arrived in 1986. After the miners’ strike of 1989 the mine became one of the first leasehold enterprises in the Soviet Union. At the end of 1991 the leasehold enterprise was transformed into a closed joint-stock company, before the adoption of the state privatisation programme. It was only the tenth joint-stock company to be established in the Soviet Union.

From 1989 to 1992 significant steps were taken to develop production. While still a leasehold enterprise the construction of a new mine in a new coalfield was begun, and in 1994 Taldinskaya mine began producing coal. The cost of the coal is so low that it can compete with open-cast production. At this time the company began to be transformed into a complex of diverse enterprises. The mine had a bank, insurance company and a brokerage office. In the middle of 1994 the mine was looking like the nucleus of a financial-industrial group. However, the director’s attempt to develop in this direction was thwarted by a series of economic failures in the second half of 1994, demanding new decisions. 

In order to extricate itself from the situation which had developed it was decided to separate out and to specialise the distinct sub-divisions of the mine. As a result, the old closed joint-stock company was replaced by a complex interconnected system of differentiated enterprises based on subsidiaries and mutual shareholdings. At the time of the research the Association included two mines under construction, one operating mine, an investment company and an enterprise restoring the old coal field to which the social and welfare facilities were allocated. 

The main feature of the enterprise is the strong paternalist policy which has in many respects underlain the changes in the structure of the mine. Besides the development of production the enterprise aimed to create more attractive jobs. This allowed the management to maintain economic efficiency without resorting to direct or indirect reductions of number or the reduction of the standard of living of the workers. Now the Vakhrusheva Association is one of the very few prosperous and, most important, dynamically developing enterprises in the Kuzbass coal industry. 

Vakhrusheva is always attractive to miners and mine-construction workers in the local labour market. For a city in which mines are closing an expanding coal-mining enterprise is sought out by skilled workers leaving other enterprises. The mine is especially attractive because it has a large number of well-paid surface jobs as well as good jobs underground. The high intensity of work in comparison with other mines and technological restrictions on the use of unskilled labour force or filter out workers (the mine already had the highest level of education and skill in the city in the 1980s).

Intensivnyi korm

The trade organisation Intensivnyi korm is the central part of a multi-activity production, trade and brokerage system of enterprises in Samara, specialising in the agricultural field. It employs 290 people.

The enterprise was created in 1992 on the basis of a co-operative which had been established in 1988 to supply flour, grain and other ingredients for the production of mixed-feed. As a result of several organisational transformations over the last few years the company is now the core of a system of fifteen firms in the Samara region which include grocery and furniture shops in Samara, six multi-feed factories and a metal construction plant which together employ about 1,500 people. 

Intensivnyi korm is one of the largest enterprises in this system, located in Samara, and includes the nerve centre of the whole system – the president (the actual owner of the firm) with his staff and this is where economic and personnel policy for the system as a whole is developed. The company includes the brokerage, common economic and analytical services, and also a Russian-American educational centre – an enterprise offering training for the entire Russian mixed-feed industry. It therefore employs a high proportion of skilled specialists, including leading specialists and divisional chiefs recruited from the agro-industrial complex through professional and personal contacts. Such people also tend to move on to other jobs through the same informal channels, so that these categories of personnel hardly ever appear on the external labour market.

The enterprise is developing dynamically, from construction it is moving into various kinds of retail sales for groceries and furniture, the production of beer and processed meats and other kinds of activity.

The enterprise provides good opportunities for its staff to develop their skills, offers interesting work, quite high salaries and good working conditions and is able to attract highly skilled, young, mobile and enterprising employees. High rates of labour turnover are characteristic only of the meat processing plant, located in an agricultural district, and among the small number of auxiliary employees (security guards, storekeepers), who are also recruited through informal channels, so that overall the enterprise does not play any significant role in the external labour market.

The available data testifies to the sound financial position of the firm. The enterprise is remarkable among commercial organisations for the long period during which it has worked successfully, most such enterprises collapsing in a fairly short time, which is evidence of the effectiveness of the approach taken by its management.
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� 	One of the barriers to enterprise closure was identified as the importance of the enterprise in the provision of health, housing, social and welfare facilities to the local community and in its contribution to local budgets. The divestiture of social assets and the reform of local government finance therefore played a central role in the liberal programme. The result was the collapse of large parts of the social infrastructure as facilities were transferred to municipal authorities which had neither the means nor the staff nor the competence to administer them. 

� 	The ‘optimists’ have argued that the decline in output, incomes and consumer expenditure has been considerably underestimated by Goskomstat because of under-reporting and the growth of the unrecorded economy, pointing to the absence of mass starvation, the relatively small fall in electricity consumption and the obviously thriving commercial activity that can be seen from the window of any limousine driving through central Moscow or Saint Petersburg. However, although Goskomstat’s procedures can hardly be said to be transparent, its statisticians do attempt at regional and national level to provide the best estimates they can. Since their role is as much an ideological as an informational one, and the government’s primary interest is in putting the best possible gloss on the economic situation, the figures are more likely to understate than to overstate the extent of decline. This is certainly the case as regards the employment data, as we will see.

� 	Richard Layard, Financial Times, 20 September 1995, cited in Standing, 1996, p. 1.

� 	The current World Bank position is somewhat schizophrenic. The 1995 World Development Report, Workers in an Integrating World, proclaimed labour market flexibility as a key to global prosperity. However, the 1996 World Development Report, From Plan to Market, barely discusses labour market issues, except to note that ‘at the start of transition many [the many are not named - ‘we’ might be more appropriate - S.C.] doubted the ability of labor in the CEE and the NIS to adjust rapidly to the enormous structural and macroeconomic changes. But labor has responded…’ (World Bank, 1996, p. 73, emphasis in original).

� 	Most academic reports are printed in editions of one hundred or fewer copies, with summary versions sometimes being printed in newspapers or later in more or less accessible academic journals. Government analytical reports are rarely published for wider circulation. Federal statistics are no more accessible: the Goskomstat monthly statistical report Statisticheskoe obozrenie is published in a Russian edition of 400. According to the publication information at the back, Goskomstat’s ‘Basic Indicators of Labour Statistics’ for 1995 was published in an edition of 150. It is true that much of this data was also published in the collection ‘Labour and Employment 1995’ in a larger edition — 260 copies were printed in February 1996 (although, according to the publishing information, the material had been ready in July 1995). Data is also published only with considerable delay: the latter two reports are based primarily on the October 1994 labour force survey.

� The EDI survey of labour market restructuring in transition concluded that ‘further research will be required to understand more satisfactorily the options facing state and privatized firms and their subsequent choices over employment and wages’ (Commander and Coricelli, eds, 1995, p. xxi), but it takes two to tango: we also have to understand the options facing employees in their choices.

� 	Some of the results of this research have been published in a series of volumes edited by Simon Clarke and published by Edward Elgar: Management and Industry in Russia (1995); Conflict and Change in the Russian Industrial Enterprise (1996); Labour Relations in Transition (1996); The Russian Enterprise in Transition (1966). Full details of this programme and many of the research materials on which this report is based are available on our World Wide Web site: www.warwick.ac.uk/fac/soc/complabstuds/russia/russint.htm.

� 	In Russian conditions the health of an enterprise is determined by its historical legacy and its current political standing and/or monopoly powers much more than by any evaluation of its future economic prospects, which are equally uncertain for all. When the name of the game is survival those who can best survive are those with the best current resources not those with the best long-term prospects. 

� The best simple indicator is probably capacity utilisation. The ILO surveys use the closely correlated indicators of capacity usage, volume of production, scale of production stoppages and the average wage as the basis for classifying enterprises into the three categories of ‘good’, ‘normal’ and ‘bad’. The Russian Economic Barometer uses the closely correlated indicators of capacity and labour utilisation rates as their indicators of success and failure. In both cases the differences between the good and the bad on a whole range of indicators are dramatic, while property form or form of corporate governance produces very few significant correlations.

� Large and medium enterprises are supposed to fill in form 1-T, although all our case study enterprises use the older form 2-T. Large and medium enterprises are also required to notify the local employment service of vacancies and of impending redundancies, although they do so rather lackadaisically. This is then reported to the statistical agency with the employment service data. Health and safety reports on working conditions and industrial injury also have to be returned.�The first labour force survey was in October 1992, followed by annual surveys in 1993 and 1994, based on a 0.55% sample of the population. From 1995 the surveys have been carried out twice a year, in March and October, with a sample of 0.2% of the population between the ages of 15 and 72. The survey covers basic demographic characteristics of the population (sex, age, family position, education); type of economic activity; those in employment specify the type of activity of the enterprise, their profession, work regime, working conditions, basic working hours, additional work, employment status; the unemployed are asked about the reasons for lack of employment, means and duration of job search, profession, working conditions desired, willingness to start work, and whether they are registered as unemployed. We are very grateful to Galya Monousova for preparing a survey of statistical sources for us.

� The findings of our case study research are entirely consistent with the striking differences in the dynamics of employment in ‘good’ and ‘bad’ enterprises uncovered by the last three rounds of the Russian Labour Force Flexibility Survey carried out by the Centre for Labour Market Research of the Institute of Economics in conjunction with Guy Standing. A panel element of the survey, covering 263 enterprises in five regions, found very substantial differences in the changes in labour force composition and substantial differences in turnover rates of different categories of employee in the contrasting types of enterprise (unpublished data provided by Pasha Smirnov and Tanya Chetvernina). 

� Although flexible forms of employment are still not widespread (Tsentr issledovannii rynka truda, 1995a). 

� 	Kathryn Hendley’s research in 1990 in six enterprises found an inter-shop transfer rate of between one and two per cent. Inter-shop transfers did not enter into the calculations of either management or workers (Hendley, 1993).

�	Toye, 1995. Horton, Kanbur and Mazumdar, 1994. This is not a new conclusion: ‘A number of countries have shown that substantial structural adjustment can be achieved without any period of high unemployment, strongly suggesting that high unemployment is neither necessary for structural adjustment nor preferable to other forms of market adjustment. These countries that have achieved structural adjustment without mass unemployment or severe cuts in wages should surely be emulated. Or could they?’ (Standing, 1991, pp. 40-1).

� The various packages to support self-employment and the formation of small and medium enterprises which are favoured by foreign consultants are even more distorted in their implementation, but by personal interest and corruption rather than political constraint. Such packages need to be evaluated much more critically than they have been hitherto to determine to what extent they contribute to net job creation.

� 	The extent of the decline in GDP, incomes and production has been hotly debated. The early Goskomstat figures showed a very substantial decline in GDP and production, but there were some reasons to doubt the extent of the decline, in particular the fact that consumption and income data, based on household surveys, indicated that income and consumption had fallen much less than output, while electricity consumption by industry had fallen far less than the reported decline in industrial production. Revisions to the data indicated a fall in GDP of just over a third rather than a half between 1990 and 1994 (Koen, 1996), although the decline had reached 44% by June/July 1996, even on these optimistic figures. Thus, even on the most optimistic measures Russia has experienced a deeper and more sustained recession than any previously recorded. Most of the arguments claiming that the extent of Russia’s decline has been exaggerated are completely specious (Hedlund, 1996).

� 	It cannot be too strongly emphasised that radical liberalism is the mirror-image of the Bolshevik ideology it seeks to displace in being based on a model of an ideal society whose reality lies in the future, which cannot therefore be refuted either by theoretical argument or by empirical evidence and which, like all millenarian ideologies, only draws renewed strength from its repeated failures.

� 	Not quite all the blame fell on the labour market. It was also recognised that capital markets did not function perfectly, in particular in their failure to provide funds for the development of small and medium enterprises which were seen as a prime potential source of new employment (often based on a confusion between gross and net employment creation: SMEs create a lot of jobs, but have a low survival rate). Labour market liberalisation has therefore generally been associated with various kinds of small business packages to provide a route into self-employment and to encourage the growth of SMEs.

� ‘The presence of some unemployment is critical, at least initially if private sector growth is to occur in the transitional economy. Slack in the labor market will tend to reduce pressures for wage growth in the economy, and a low wage is a major factor motivating the creation of jobs in the private sector’ (Michael Bruno, chief economist, World Bank in Commander and Coricelli (eds), 1995, p. vi).

� 	Between 1990 and 1995 the physical volume of industrial production fell by 50%, while capital investment fell by 70% over the same period, with the rate of decline accelerating in 1996. However, this was not to the benefit of the relatively undeveloped consumer goods industries: the physical output of light industry (shoes, textiles, clothing etc.) fell by over 80% as import penetration soared, while the ‘overdeveloped’ branches of fuel and power and iron and steel were the least affected branches of industry, with electricity generation only 20% down, and fuels, iron and steel down by a bit less than a third (Rossiya v Tsifrakh, 1996).

� 	It is important to distinguish between the macro and the micro arguments for accelerated employment reductions. The macro arguments relate to the cost of subsidising jobs in unprofitable enterprises, the micro arguments relate to the freeing of labour to ease the labour market. We are concerned only with the latter aspect in this paper, although it should be noted that in the Russian context the macro argument cannot be sustained because the cost of subsidising jobs, outside coal-mining and agriculture, is minimal, jobs having been preserved at the expense of wages rather than the state budget. As Jackman and Pauna note, unemployment is very inefficient in transition countries because the opportunity cost of those remaining in employment is close to zero. Policies which increase unemployment ‘have not eliminated the soft budget constraint, they have simply shifted it from firms to households’ (Jackman and Pauna, 1996, p.9).

� 	Such warnings of impending mass unemployment have been a regular feature of the Russian political scene, whether issued by the ‘social’ ministries anxious to secure funding, by opponents of liberal reform warning of its consequences or its supporters ‘softening up’ the population for the experience of mass unemployment. The fact that such cries of wolf have not yet been fulfilled does not mean that mass open unemployment is not a possibility for the future.

� 	Radical reform in Russia dates from January 1992, when wages and most prices were liberalised within an initially tight monetary and fiscal regime, provoking massive inflation, a collapse of (statistical) real wages and devaluation of savings in the first half of the year. However, this aggregate shock came on top of the primarily structural shocks of 1991 as the Soviet system disintegrated, already leading to significant output falls. The aggregate shock of the first half of 1992 was dissipated by the accumulation of inter-enterprise debt and reversion to barter, which was then validated by credit expansion in the second half of the year, allowing a substantial recovery of real wages. Since then inflation has been brought down to below 20% annual in 1996 primarily by a strict exchange rate regime which has co-existed with inconsistently tight money and credit and loose fiscal policies, the whole package being held together by arm-twisting the commercial banking sector which, while nominally private, depends severally and individually entirely on the state for its solvency.

� 	The official figures for the fall in GDP and employment over 1990-3 were later revised to record a substantially lower rate of economic decline and a higher rate of employment loss. 

� 	Since October 1992 unemployment figures according to the ILO definition have been prepared on the basis of labour force surveys (annual until 1995, from then biannual). 

� In fact the private sector throughout Eastern and Central Europe is a net contributor to the pool of unemployed, preferring to recruit directly from the state sector, so most of the flow out of unemployment is to state sector jobs or out of the labour market (Boeri, 1994).

� Later: Commander, Liberman and Yemtsov see high labour mobility not as an indicator of significant restructuring but of institutional shocks which have disturbed wage relativities, but this argument is difficult to sustain since the flow is two-way: it is easy to understand why people should choose to move from low paid to higher paid jobs, but it is not clear why they should choose to move the other way.

� ‘Given the initial conditions in which firms entered the transition with large labour hoarding…’ (Commander, Dhar and Yemtsov, 1995, p. 2).

� Oxenstierna, 1990, 31–4. Kapelyushnikov, 1994, quotes the customary Soviet estimate as 20%. Over half a sample of йmigrйs interviewed by the Soviet Interview Project said that a given level of output could be produced with fewer workers and employees, although almost half of these claimed that the ‘surplus’ was only 5% (Linz, 1995, p. 706).

� Gimpel’son, 1993. Gimpel’son also reported that at this time managers did not think that they had surplus staff. 

� One fifth of industrial workers (and almost half the labour force in coal-mining) work in conditions which do not meet official health standards and almost a half of all industrial workers work in conditions recognised as being ‘unpleasant’. While conditions have not improved in the transition to the market, there has been a significant reduction in the proportion of employees who are compensated for such unpleasant and harmful working conditions (Osnovye pokazateli po statistike truda, 1995).

� The scale of this work was considerable. In 1982 17 million people (16% of all employees outside agriculture) were detached from state enterprises on temporary agricultural assignments alone (Granick 1987, pp. 38-9). 

� The idea that Soviet enterprises faced, and continue to face, soft-budget constraints is one of those taken-for-granted but manifestly false assumptions (derived from Kornai’s characterisation of the Hungarian reform economy) on which most Western analysis is based. In the absence of a developed financial system and with virtually no working capital enterprises faced and continue to face far harder budget constraints than their Western equivalents. It is true that no enterprise could go bankrupt, but this did not give the director carte blanche to run up debts, and nor can directors run up debts without limit today. It is true that some enterprises were consistent loss-makers, but this was a well-understood feature of the planning system, and the scale of losses was strictly, if informally, limited if the director was to keep his job. Russian enterprises had and have nothing like the scope for loss-making as a prelude or accompaniment to restructuring that is enjoyed by their Western equivalents because they have such limited access to credit and working capital and virtually no access to long-term finance. State and ‘state-directed’ bank credit is available to sustain enterprises but it is unpredictable, generally being provided only on a crisis basis, particularly to enable enterprises to pay their taxes, and so cannot be counted on by enterprise directors. In sum, the soft-budget constraint, as understood by Western economists, is a myth. Enterprises face very hard budget constraints, which is why they have to live from hand to mouth and can take only a short-term perspective. State subsidies to enterprises, outside coal-mining, agriculture and municipal services, have been slashed and are now below the level of many OECD countries (Halligan, 1996).

� In fact it crept up within each plan period, partly because productivity targets were not achieved, but it could in principle be cut back and it was cut back for the next plan. The planning process was not completely effective: Malle, 1986, argues that adequate manpower planning was impossible because the planners didn’t have the necessary information. 

� Hanson, 1986, argued that the predominance of output targets meant that it was worth paying the fine for exceeding the wage bill rather than lose the bonus for making the plan. But in fact directors did not do this: the overspend was only 0.7% between 1975–80 (Granick, 1987).

� The 1986 wage reform gave enterprises a significant incentive to reduce their labour force, but by the beginning of 1990 only 5% of the labour force had been displaced, of whom one-third were redeployed within the same enterprise, one-third retired and one-third found jobs elsewhere (IMF et al., 1991). Zaslavskii and Moskvina, 1989, found that two thirds of those made redundant remained in the same enterprise, usually moving to similar jobs. This would indicate that there were not substantial reserves of surplus labour secreted in state enterprises.

� This was partly a problem of production management. Nearly all Western ‘technical assistance’ in the area of management has been focused on developing the marketing and financial skills of senior managers and accountants, with almost no reference to the need to reform the system of production management if enterprises are to achieve the restructuring of production.

� The principal surveys of enterprises have been 

a survey carried out annually by the ILO in collaboration with the Labour Market Research Centre of the Institute of Economics since 1991. This survey originally covered only Leningrad and Moscow, but its coverage has expanded in each round, with some duplication between rounds so it has a longitudinal dimension. The various rounds have covered between 200 and 500 firms. This survey is based on both questionnaires and interviews with managers.

the monthly postal survey of the Russian Economic Barometer, now covering 950 enterprises, with a monthly response rate of around 50%.

the quarterly Goskomstat survey ‘Monitoring employment in Russian industrial enterprises’ carried out since June 1994 using a methodology developed by the Centre for Economic Analysis of the Russian Government. The October1995 survey covered 1,843 enterprises, stratified by branch, region, property form and number employed, concentrating on managers’ assessments of the present situation and short-term future trends. A similar survey of construction organisations is conducted.

the World Bank conducted a small survey of 41 firms in Moscow and the Volga region in November 1992 and April 1993 and a larger survey of a stratified random sample of 435 industrial firms, including 49 new ones, in June-July 1994.

the Union of Industrialists and Entrepreneurs conducted a number of surveys in 1992 and 1993.

	It is typical that there is a considerable amount of duplication between these surveys, apparently without any co-ordination between them, so that they all ask slightly different questions.

� The 1993 World Bank enterprise survey found that only about one third of firms reported surplus labour, around the same as the ILO survey (Commander, McHale and Yemtsov, 1995, p. 157n.). The Russian Economic Barometer surveys found only 20-25% of respondents acknowledging a surplus in 1993, the same proportion as said they had too little labour, but by May 1994 34% estimated that they had a surplus (defined as current employment exceeding their needs over the next twelve months). The ILO 1994 survey had about half the enterprises reporting surplus labour, the 1995 survey only 36%, although in both cases those who said they had a surplus claimed that it amounted to over 25% of the labour force. The ILO team attributed these variations to changing management priorities rather than the changing economic situation (Tsentr issledovannii rynka truda, 1995, 21-2). In 1992 cash shortages meant that enterprises were having great difficulty in paying wages. In 1993 there was some hope that policy would be reversed, but Yeltsin’s second putsch and the introduction of his new constitution put paid to such hopes, so that directors were convinced of the irreversibility of reform and the need for more drastic action by the beginning of 1994, turning their attention to employment reduction, with the rate of job cuts peaking in the first half of that year. 

� This would explain why there is not much relationship between reported surplus labour and changes in production and employment in the reporting enterprise. There is evidence from the ILO panel survey that a declaration of a surplus of labour is linked to an intention to reduce employment, since those reporting a surplus in one round had cut employment further in the next. 

� In January 1994 only 7% reported to Russian Economic Barometer that they needed to cut the number of employees when asked to choose three of twelve priorities to adjust to the new environment, against 57% who needed to find new markets, 51% to get debts repaid, 38% to pay their own debts, 29% to change the output mix, 22% to repay bank loans. Only 3-5% of enterprises cite high labour costs as a barrier, so it would seem that maintaining employment (at very low or no wages) does not impose a significant financial burden on the enterprises. On the other hand, only about 5 % complained of labour shortages (Kapelyushnikov and Aukutsionek, 1994). The World Bank survey of June-July 1994 found that fewer than a third of firms considered employment reduction to be a high priority, with almost 40% attaching no importance to labour reductions (Commander, Dhar and Yemtsov,1995).

� The reformers initially pinned great hopes on privatisation, which was expected to play a major role. But virtually all surveys find that privatisation has made little or no difference to firm behaviour (e.g. Commander, Liberman and Yemtsov, 1993; Standing, 1994; Russian Economic Barometer; Kapelyushnikov and Aukutsionek, 1994; Commander, Dhar and Yemtsov, 1995). This is usually explained by the Russian form of privatisation, which reinforced insider control by putting the majority of shares in the hands of the labour force.

� Most surveys find no significant difference in the behaviour of ‘worker-controlled’ firms (e.g., in relation to employment cuts, Standing, 1994b), although the 1995 ILO enterprise survey found that ‘worker-controlled’ firms cut employment by more than the average (Standing, 1996, p. 32).. In a later paper Commander, McHale and Yemtsov distinguish more clearly between ‘worker-controlled’ and ‘insider-dominated’ firms, accepting that ‘most Russian firms do not completely conform to’ the model of ‘firms dominated by inside coalitions of managers and workers, with the former having relatively small bargaining power’(Commander, McHale and Yemtsov, 1995, p. 176), but continue to use their model of the labour-controlled firm on the grounds that management has to retain the support of its workers through the process of privatisation and for lobbying government and local authorities, so that there is at least a temporary coincidence of interests (which begs the question of why management has an interest in maintaining employment). Most Russian enterprises are still undoubtedly ‘insider-controlled’. The main threat to the position of the director comes not from the workers but from competing management factions and outside shareholders, one of which may seek to mobilise worker discontent, and this is the reason and the extent to which workers’ views have to be considered. But the issue here is not whether insiders have control, but why insider coalitions should want to maintain employment. I do not know of a single case in which trade unions have actively opposed redundancy programmes of enterprises or in which workers have taken any form of industrial action against job cuts in Russia. On the other hand, there have been many examples of strikes which have demanded job cuts (usually of office workers and managers) in order to maintain or raise wages – this was a central demand of the 1989 miners’ strike (Clarke, et al., 1995). It is the fact that management pursues policies counter to the expressed interests of the workers that leads one to doubt the model of the de facto worker controlled firm.

� Commander and his colleagues work with a model in which the workers are a collective actor bargaining with management �– ‘assumed to act as a collective maximizing the aggregate utility of its members’ (Commander, Dhar and Yemtsov, 1995, p. 8), something that even the Communist Party of the Soviet Union failed to achieve!

� VTsIOM (The All-Union Centre for Public Opinion Research) has emerged as the main polling organisation in Russia. It has been conducting national polls with samples of around 3,000 since late 1990 with a regular monthly monitoring of economic and social change since 1993, using a sub-set of a standard set of questions each month, with additional questions for particular topics. There is a tendency to the substantial over-representation of educated urban professionals and under-representation of workers in their samples. Although the overall figures are adjusted for such sample bias, it means that the number of workers represented is relatively small. VTsIOM publishes a bi-monthly Information Bulletin which reports survey results and contains short analytical articles.

� A survey by the Union of Industrialists at the end of 1992 found that 33% of directors chose as their first goal preserving the labour collective, 26% making profits, 16% increasing production and 16% increasing sales (Gimpel’son, 1994). In February 1994 Russian Economic Barometer found the maintenance of employment in second place among management objectives, cited by 47% of respondents and headed only by maintaining output (57%), followed by maximising wages plus profit (38%), maximising profit (35%) and maintaining average wages (36%) (Kapelyushnikov and Aukutsionek, 1994). The June 1994 World Bank survey found that nearly a third of enterprises cited social and ethical reasons for not reducing employment (Commander, Dhar and Yemtsov, 1995). We prefer to judge directors by what they do, not by what they say! However, there certainly are many enterprise directors who retain the Communist commitment to the retention of the ‘labour collective’ as the basic social unit. This is not the same thing as a commitment to the interests of the workers. In the past the interests of the ‘labour collective’ were represented by the Communist Party. Any attempt on the part of the workers to represent their own interests was denounced as a ‘false collectivism’ (Kharkhordin, 1996, p. 30).

� Compulsory redundancies are always referred to as ‘painful’ because they involve getting rid of ‘our’ people, but this is not the case for disciplinary dismissals. Redundancies are also more expensive, since the enterprise has to pay the average wage for the first three months of unemployment, whereas short-time working, administrative vacations, voluntary quits and disciplinary dismissals cost nothing.

� The bizarre suggestion is made in another report that labour hoarding exists because trade unions prevent the firing of workers (OECD, 1995, p. 9), something which was virtually unheard of even in the Soviet period. Since 1970 the Labour Code has allowed redundancy if ‘it is not possible to transfer the worker, upon his consent, to another job’ (Malle, 1990, p. 71). A 1995 study by the Labour Market Research Centre of the Institute of Economics found that in the majority of enterprises the trade union does not even have a right to be consulted about redundancies (Tsentr issledovannii rynka truda, 1995, p. 50), despite the fact that this right is enshrined in the law.

� This was recognised by Commander and Yemtsov in 1995, when they noted that neither benevolence, nor adjustment costs, nor expectations of recovery ‘can satisfactorily explain why so many state – often now privatized – firms continue to hire and report large hiring rates’ (Commander and Yemtsov, 1995), but they still did not modify their model. 

� Commander and Yemtsov also assert, without citing any evidence, that ‘there are many reasons for thinking that employment, rather than, say, output, has been the main factor determining the size and distribution of subsidies’ (Commander and Yemtsov, 1995). The distribution of subsidies is a complex political matter, and it is certainly the case that the threat of mass lay-offs can be a source of leverage on local authorities, who have few resources themselves but who may be prevailed upon to press the case in Moscow. However, I know of no reason to think that employment per se is a significant factor in the distribution of subsidies. The power and prestige of an enterprise depends now on the level of the taxes, wages and benefits it pays, not the number it can continue to retain in penury.

� A 1995 survey of 21 firms in St Petersburg found that half of the top managers believed that they had surplus labour. The main reason for retaining labour was the cost and difficulty of re-hiring in the event of a recovery (Brown, 1996). 

� In the 1994 Russian Economic Barometer survey 12% of the labour force was still employed in the non-productive sphere, rising to an average of 23% in enterprises with over 1500 employees (Kapelyushnikov and Aukutsionek, 1995).

� Brown’s survey in St Petersburg concluded that the shortage of adequate managers was the principal barrier to restructuring (Brown, 1996). The redundancies have to be implemented by line management, which is the principal source of resistance to cuts in employment, as our own research has shown. On conditions on the shop-floor of Russian industrial enterprises see the series of volumes Management and Industry in Russia, edited by Simon Clarke and published by Edward Elgar.

� There is also the argument that enterprises are politically constrained to retain workers. Enterprises are legally forbidden to lay-off workers during the privatisation process (although they frequently induce them to leave voluntarily at this time, selling their shares to management as they go). Local authorities certainly press enterprises to maintain employment, both to avoid having to bear the social costs of the consequences of redundancies and because of their reliance on payroll taxes, and they may frequently offer employment subsidies, usually channelled through the Federal Employment Service, to preserve jobs, but enterprises responded to the Russian Economic Barometer survey in January 1994 that they had substantially more independence in hiring and firing than in wage, price and output decisions. 

� Nearly 50% cited expected future output expansion as the reason for holding on to labour in the 1992 World Bank survey, while nearly 25% cited the lack of a financial burden (Commander, McHale and Yemtsov, 1995, p. 157n.). The 1995 ILO survey found that 31% of enterprises kept a labour surplus because they expected output to expand, 16% because they wanted to keep skilled employees, 14% because there were no other jobs for employees (often connected with support from local authorities), 12% to preserve the collective, 8% because the surplus workers would leave of their own accord, 6% because they had no money to pay for redundancy, 6% because they were in the privatisation period and 4% because they needed a reserve of unskilled labour because the enterprise has old technology. Two-thirds reporting a surplus did not plan to reduce it (Tsentr issledovannii rynka truda, 1995, p. 24). A September 1995 survey of enterprises on short-time or administrative vacation found that 40% of employers did not lay off workers because they expected the situation to improve, while 33% cited their sympathy for the workers (63% in Altai) (Garsiya-Iser, Golodets and Smirnov, 1995). 

� Labour costs in 1992-3 were estimated at only 12% of production costs across all branches, and were still falling (Segodnya, 16.11.93, quoted in Gimpel’son, 1994). In the 1994 ILO survey labour costs were less than 25% of the total in 64% of the enterprises surveyed. Within metallurgy labour costs amounted to less than 5% of the total in over a third of the plants surveyed. Only 3% regarded the cost of labour as their main problem in the sphere of employment. 33% regarded holding on to skilled labour as the main problem, 28% cited low wages and 10% the loss of labour (Tsentr issledovannii rynka truda, 1995).

� There is a growing consensus among those Russian researchers who have been conducting panel surveys of enterprises (particularly the Russian Economic Barometer and ILO surveys) that it is necessary to differentiate enterprises according to their objective circumstances and management strategies (see particularly Kapelyushnikov and Auktsionek, 1995 and Tsentr issledovannii rynka truda, 1995b, both of which use a similar distinction between ‘prosperous’ and ‘unprosperous’ enterprises to that on which we have based our own case study research). The heterogeneity of enterprises on both of these dimensions is what makes it very difficult to obtain useful statistical relationships using a more simplistic model of enterprise behaviour. Some enterprises appear to have cut employment in order to raise pay, some have been able to increase pay and employment despite a fall in production. All the signs are that enterprises are more concerned to pay good wages in order to hold on to their valued workers, rather than to maintain employment for its own sake. 

� These are Goskomstat figures for large and medium enterprises (those with over 200 employees in industry), almost of all of which will be state and former state enterprises. The annualised figures for the first quarter of 1996 were 18% hires and 27.8% separations, indicating a rapid fall in employment which was by no means reflected in Goskomstat’s overall employment estimates.

� Many commentators see firm-provided housing and residence permits as major barriers to geographical mobility (Commander, Liberman and Yemtsov, 1993, p. 18). However, the main barriers to mobility in Russia, as in the rest of the world, are poverty and the absence of a wide network of contacts. 

� According to the Russian Economic Barometer 1994 surveys, about one half of hired workers leave within the year, with newcomers making up a quarter of all quits. Despite high turnover, average job tenure is 11.2 years, with 80% not having changed their workplace in the three years of reform and 65% still being in the job they held before 1990 (Kapelyushnikov and Aukutsionek, 1995).

� There is not much survey data on the character of mobility, but a survey by Margarita Garsiya-Iser in May-June 1992 of the first wave of redundancies in the wake of radical reform found that 50% of the men and 59% of the women who found new jobs had changed profession, similar to the US figures (cited in Gimpel’son and Magun, 1994). It is clear that there have been very substantial and very rapid changes in relative wages by region, by branch of industry and even between enterprises in any particular branch of industry (Stavnitskii and Solov’eva, 1994). 

� It is difficult to apply the methodology developed by Richard Jackman for the evaluation of the extent of sectoral restructuring to the Russian case because it is difficult to identify an appropriate comparator for Russia (or at least one compatible with Russian national pride!) (Jackman, n.d.; Jackman and Pauna, 1996).

� There are considerable regional variations in unemployment rates, with a high in April 1996 of 22% registered unemployment in Ingushetiya and a low in Moscow city of 0.6%, but there are also very substantial variations in unemployment rate between towns and cities within a single region. Thus, even in regions with very low levels of registered unemployment, such as Moscow region, there are towns where the collapse of the dominant employer has pushed registered unemployment to levels of 40% and above. 

� The change in responses to survey questions about work motivation following the collapse of the Soviet Union was dramatic. In 1989 only a quarter of Soviet people admitted that making a living was their main motivation for work, increasing to almost half only two years later, and reaching almost two-thirds by 1996 (Khibovskaya, 1996a, p. 33).

� One indication is the fact that the proportion of ‘voluntary’ redundancies is much higher in cities like Ivanovo, with very high unemployment, than St Petersburg and Moscow, where unemployment is still very low (Tsentr issledovannii rynka truda, 1995). 

� Large and medium enterprises report the reasons for separations directly to Goskomstat. Enterprises are also required to report anticipated redundancies to the Employment Service, and these numbers frequently seem to include many employees officially registered as voluntary quits in the enterprise, but they also include a proportion who will in fact be redeployed within the enterprise, transferred to another enterprise or take retirement so that the number recorded as having been made redundant when they register with the Employment Service is only about half the number notified to them by enterprises. The Employment Service collects data at local level from various sources, and reports this to Goskomstat, broken down into voluntary severances and redundancies. The figures derived from these two sources and published by Goskomstat report around two-thirds of separations as voluntary quits and between 6 and 8% as involving redundancy. It is not clear what figures enterprises use in responding to surveys. For example, Russian Economic Barometer found in 1994 that its enterprises reported voluntary quits at 50-60%, disciplinary dismissals at 15% and layoffs at 15-20%, while the Goskomstat returns reported voluntary quits at 64% and lay-offs at 8% for the same year. In most enterprise surveys around half the enterprises do not report any compulsory redundancies, while most of the rest have very few (Trud i zanyatost’ v Rossii, 1995; FES, 1995; Kapelyushnikov and Aukutsionek, 1995). Individuals specify the reason for leaving their last job when they register with the employment service, and around a third of those registering are recorded as having been made redundant. Labour force surveys also find that about one-third of the survey unemployed report that they were made redundant from their previous jobs. Finally, a significant proportion of those in fact dismissed for disciplinary reasons are recorded as voluntary quits. (The vast majority of offenders are willing to leave voluntarily rather than have a dismissal or redundancy recorded in their labour book. We have encountered several examples in which the shop chief keeps signed but undated resignation letters for all employees to avoid the need for disciplinary procedures.) Thus, one third of Russian Economic Barometer reporting enterprises in 1994 replied that they had had no disciplinary dismissals at all. In the Soviet period only about 2% of the labour force were recorded as having been dismissed each year for disciplinary reasons (Oxenstierna, 1990, p. 215).

� According to the October 1995 Labour Force Survey, 35% of unemployed women had lost their jobs through redundancy against 27% of men, while 32% of women against 41% of men had left their previous jobs voluntarily (Rossiya v Tsifrakh, 1996). 

� The number of stoppages shot up at the end of 1993, with 9.7% of working days lost to full-day stoppages (most of which is administrative leave) in industry in 1994, falling back to 8.3% in 1995. It is noticeable that reported days lost to sickness and absenteeism have fallen over the period of transition, but the increase in public holidays, in holiday entitlement and in leave authorised by the employer have reduced the length of the working year by 5% since 1990 (Osnovye pokazateli po statistike truda, 1995). About 30% of enterprises were in arrears with wage payments in the second half of 1995, where almost half had been in arrears through 1994. Since 1994 wages across industry, agriculture and construction have been on average about two weeks late, but delays of three to five months are not uncommon (Russian Economic Trends, 4, 4, 1996).

� The hiring and quit rates remain high even as unemployment increases. In 1993 both the hiring and the quit rate in Ivanovo oblast, with registered unemployment of 5.4%, were higher than those in Moscow city, with a registered unemployment rate of 0.3% (Osnovye pokazateli po statistike truda, 1995), and hiring and quit rates in 1995 were almost exactly what they were in 1992. Of course many of the jobs which people are leaving are extremely low-paid, with delayed payment of wages and spells of short-time working and unpaid administrative vacation. This is why for many there is little to fear from unemployment.

� Eleven per cent of the unemployed in 1995 were first time job-seekers post-education, but in general young people do not yet experience any special difficulty in the labour market. Far from being frozen out of recruitment by state enterprises by ‘insider control’, enterprises complain that they have difficulty in recruiting young people, and those who come are inclined not to stay.

� A Goskomstat survey of the newly unemployed in 1992 found that while (only) 26% had sought help from the employment service, only 12% had received any help (Gimpel’son and Magun, 1994). The World Bank sponsored VTsIOM survey in April 1994 found that only one third of those who turned to the employment service were even offered a job, 70% of the offers coming from the state sector and only 3% from private enterprises. Almost half those asked said that they did not believe that the employment service could help them to get a job (R. Yemtsov, 1994).

� A substantial amount of employment service money is invested in financial instruments (14% in 1994), leading to a certain amount of scandal. This was one factor lying behind the cut in the contribution to the fund from two to one and a half per cent of payroll in 1996.

� A redundant employee receives his or her last monthly wage for the first three months, paid by the employer, followed by 75% of the wage for the next three months, then 60% for four months and 45% for five months. After fifteen months the unemployed person is entitled to support up to the minimum wage, which is about one-sixth of the subsistence minimum. Since lay-offs are a last resort, final monthly pay of those laid off is usually very low in any case, while benefit payments are all unindexed, and so are eroded by inflation, but the floor is set by the (extremely low) minimum wage. Average unemployment benefit in 1993 was 12% of average pay, and 18% of average pay in 1994 (between one-third and under one-half the very low subsistence minimum), the average length of receipt of benefit was 5 months (Kapelyushnikov, 1994). By the end of 1995 about half those on benefit were being paid at the minimum level. In addition the strength of the Soviet work ethic and the continued identification among older people of unemployment with parasitism leads to a considerable reluctance to register for unemployment and to draw benefit.

� 	After the initial shock in 1992, cross-sectional and survey data has shown an increasingly close relationship between employment change and wage changes, with the (relatively) more prosperous enterprises maintaining both wages and employment, and the less prosperous paying low wages and failing to retain labour.

� 	Not without reason, Anders Aslund, a leading ideologue of liberal reform, is reported as referring to wages in Russia as being ‘perfectly flexible’ (Aslund, A., ‘Is Russia threatened by economic crisis?’, Carnegie Endowment for World Peace, 12 September 1996, reported Johnson’s Russia List, 13 September 1996).

� 	Layard and Richter present this as involving an ‘implicit contract between workers and managers. Workers accept highly flexible wages and hours, and managers may in return offer a high degree of job security’ (Layard and Richter, 1994, p. 86). It is, however, rather a one-sided contract!

� 	Many apparently new private enterprises are in fact spin-offs from state or former state enterprises providing a cover for tax evasion and/or for the theft of enterprise assets by management.

� About 5% reply to VTsIOM surveys that they have second jobs, with a further 10-15% reporting irregular secondary employment, but this is little more than the estimated extent of secondary employment in the Soviet period. The Federal Employment Service estimates that about 10-12% of workers have at least two jobs (Kapelyushnikov, 1994, p. 3). A September 1995 survey of enterprises on short-time or administrative vacation found that 61% of the workers laid off said that they did not leave because they did not expect to be able to find similar work elsewhere, 31% because they did not want to lose social guarantees, but 71% had additional earnings and two-thirds said that they would leave if they had to go back full-time, unless pay was increased (Garsiya-Iser, Golodets and Smirnov, 1995). 

	The May 1994 World Bank survey similarly found that most people on leave had secondary employment, half being self-employment. A World Bank survey in April 1994 found that nearly a third of those working to a significant degree in the informal sector were registered as unemployed and just under a quarter were receiving benefits, while one quarter of those on benefit had significant informal or secondary work (Commander and Yemtsov, 1995). 

� According to the UN Economic Commission for Europe, a Goskomstat survey in December 1994 found a rather higher level of lay-offs at 6% of the population (UN-ECE, 1996, p. 112). If these were all in industry the rate would approximate to that found by Standing. Our research indicates that a significant proportion of lay-offs are unreported, as people are sent home after reporting for work but our impression is still that Standing’s figure is a considerable over-estimate.

� The first labour force survey was in October 1992, followed by annual surveys in 1993 and 1994, based on a 0.55% sample of the population. From 1995 the surveys have been carried out twice a year, in March and October, with a sample of 0.2% of the population between the ages of 15 and 72. The survey covers basic demographic characteristics of the population (sex, age, family position, education); type of economic activity; those in employment specify the type of activity of the enterprise, their profession, work regime, working conditions, basic working hours, additional work, employment status; the unemployed are asked about the reasons for lack of employment, means and duration of job search, profession, working conditions desired, willingness to start work, and whether they are registered as unemployed.

� The rates of registration vary enormously across the country (Gorbacheva, 1995), so that those regions with the highest rates of registered unemployment are not necessarily those with the highest survey unemployment. The most extreme example is the small Jewish Autonomous Region, which in March 1995 had an official unemployment rate of less than 2%, although according to the labour force survey the rate is the highest in the country, at 23% (Tkachenko, 1996).

� This was part of the regular VTsIOM monthly survey of the population, with a two stage quota sample of almost 3,000 individuals which is claimed to be representative, but which substantially over-represents those with higher education, who are both much less likely to be unemployed and much more likely to have secondary employment, and substantially under-represents workers, who are much more likely to be unemployed and much less likely to have secondary unemployment, although VTsIOM corrects for bias in its overall figures. The labour force survey uses a two-stage random sample which is two hundred times as large as that of VTsIOM.

� The estimate includes both full-time and part-time, permanent, temporary, seasonal and casual employees and all those who derive any kind of income from ‘self-employment’ or who work without payment in family businesses. Double-counting is compensated for on the basis of information about multiple-job holding from the labour force survey (Goskomstat, 1996b, pp. 54-5).

� One should not ignore the third form of exit, through death. Women outnumber men by over 2 million in the age range 15-60 (and by three-to-one among pensioners). The increase in the death rate has meant that the population of working age has barely increased since 1990. 

� Medium and large enterprises are defined as all those with more than 200 employees in industry and construction, 100 in science, more than 50 in other productive spheres and more than 25 in non-productive spheres. According to Goskmostat large and medium enterprises still employ 85% of the industrial labour force.

	Russian Economic Trends claims that the Goskomstat employment figures ‘apply mainly to the state and former state sectors’ (Russian Economic Trends, 1966, 4, 4, p. 92), implying that they overstate the decline in employment. This is true only in the sense that most employment is in the state and former state sectors, but the totals include Goskomstat’s estimates of private sector employment as well. 

	Some commentators have argued that enterprises inflate their reported employment figures in order to reduce their average wage and so their liability to the excess wage tax, although there is no evidence of such a practice, and we have found none in our research. Enterprises with whom we have discussed the issue claimed that if they wanted to distort the figures it was much easier to distort wage than employment figures, which was also much more to their advantage since various local taxes were based on the number of employees, so that if they inflated employment figures they would only pay more in local taxation what they had saved on the excess wage tax. Roxburgh and Shapiro have proposed the tax as an explanation for the hoarding of low-wage labour in order to reduce the average wage (Roxburgh and Shapiro, 1996). However, the tax cut in at such a low wage that this would have been a very costly way of reducing tax liability (since the wage and social insurance and other overheads of the surplus employee still had to be paid in order to save a relatively small amount of tax: the excess wage tax accounted for only between 3 and 10% of the total wage bill in 1994, depending on the branch of production. Statisticheskoe obozrenie, 12, 1995, p. 68). Workers on unpaid or minimally paid administrative leave would reduce the average wage significantly, but this was discounted in calculating the tax, which was based on the number at work, not the size of the staff list, although this may conceivably have provided enterprises with an incentive to under-report such leave. This might explain why the ILO surveys indicate about twice as high an incidence of administrative leave as the Goskomstat figures, although there is also an issue of interpretation of the data involved here. We have found no evidence of such a motivation in any of the enterprises that we have studied. A survey of 21 enterprises in Saint Petersburg reported six managers as having mentioned the excess wage tax as a factor in their employment decisions, although only two of the six reported that they had any surplus labour, so that the author concluded that the tax was not a major factor in the explanation of labour retention (Brown, 1996, p. 819). The excess wage tax was abolished at the end of 1995, with no apparent effect on reporting practices nor on the scale or pattern of separations.

� Industrial enterprises should have been completing form 1-T, on the number, earnings and mobility of employees, since 1992. However, none of our case study enterprises completes this form, but instead submit the form 2-T, which includes less information.

� The results of the March and October 1995 surveys were scheduled for publication in November 1996, although summary data has been published in Goskomstat’s monthly Statisticheskoe obozrenie.

� The absolute figures published in the reports on the 1992-4 labour force surveys are the Goskomstat estimates, not the labour force survey figures, although the latter are used for the distributions. 

� Detailed figures are provided in the appendix to this chapter. The labour force survey only covers the population in the age range 15-72. There were 5.4 million women and 1.6 million men over 72 in 1995. It is unlikely that more than 5% of women and 10% of men in this age range work (this is half the 60-72 participation rate), which would add at most half a million to the economically active population.

� The labour force survey total for March 1995 is quoted in an article by an official of the Ministry of Labour as 62.529 million, so that reported to OECD is clearly in error (Tkachenko, 1996, p. 39). Statisticheskoe obozrenie, 2, 1996, publishes supposed participation rates for the labour force surveys since 1993, including age-specific rates for age groups under 30. The overall rate for 1993, 65.9%, is as originally published, 1994 is given as 68.1%, against the 63.1% originally published, and the rates for the two 1995 surveys as 67.5% and 67.4%. The 1994 figure would appear to be a misprint, since the age-specific rates for 1994 are as originally published, which would imply a massive increase in employment between October 1994 and March 1995, although the age-specific rates indicate a substantial decline in employment for the under-30s over the same period, followed by a large increase between March and October 1995, despite the fall in the overall figure! Something very odd is happening either in the Russian labour market or in Goskomstat. Occam’s razor inclines us to the latter interpretation.

� Total unemployment increased by almost three million (almost eighty per cent) between 1992 and 1995, but there was no increase at all in unemployment recorded by the labour force survey in the age group 15–19 or among those aged 50 and above (as calculated by applying the age and sex distribution to the annual totals), which were the groups experiencing the largest falls in employment, strongly indicating that non-employed teenagers do not want regular jobs at the kind of wages on offer, while those over 50 do not see any point in seeking jobs. According to Goskomstat, the labour force survey indicates that only a very small number give up looking for work in the current year (300,000 in 1994 (Popov, 1995)), which would imply that Russian ‘discouraged workers’ are so discouraged that they never even start looking for jobs.

� The various figures are not entirely consistent. Participation rates derived from the 1992-4 surveys are published in Trud i Zanyatost 1995, which also publishes the age and sex distribution of the employed and the unemployed population. Only the distributions derived from the 1995 labour force surveys, not the participation rates, have been published so far (Rossiya v tsifrakh, 1996). As noted above, the figure for the economically active population calculated from the participation rate is substantially less than Goskomstat’s published figure, although it is the same as the figure reported to OECD as the 1994 labour force survey total. However, the published overall participation rate is not consistent with the sex and age-specific participation rates published in the same table, which imply a significantly larger overall participation rate, and neither is consistent with the age and sex distributions of employment and unemployment, which taken together imply a participation rate of over 100% for some sections of the population! It was commonly said in the past that there were lies, damned lies, statistics and Soviet statistics. Today perhaps there is mist, fog and Russian statistics!

� This growth in numbers implies that the proportion of 14–16 year-olds within the age-group is increasing and this would account for a small part of the decline in the participation rate (at most one-fifth of the fall), since one would expect the 18 and 19 year-olds to be the most economically active.

� Although the population of working age has barely changed, there have been considerable changes in the age distribution of the working population

� Once again a variety of sources give inconsistent data, and most provide the average list (srednyispisochnyi) number, which is deflated for short-time working. It appears that the list (spisochnyi) number has fallen by about 7 million between 1992 and 1995, while total employment according to the labour force survey fell by about 8 million.

� The number of small enterprises increased from 268,000 in 1991 to 865,000 in 1993 (Statisticheskoe obozrenie, 10, 1995, p. 66), but has not grown since then. A sample survey of 1628 small enterprises found that 12.5% had been formed within a larger state enterprise, 8.0% were spin-offs of a larger enterprise, 12.2% formed out of the dismemberment or collapse of a larger enterprise, 11.7% transformed from a co-operative and 55.7% were new start-ups. However the new starts were substantially smaller than the older enterprises, with 60% having fewer than 15 employees (Institute for Strategic Analysis and Development of Entrepreneurship, 1995).

� The OECD figure reports 14.3 million self-employed, based on the labour force survey, but this includes those estimated to be working in subsistence production. 

� Many have argued that official data underestimates the growth of the new private sector, but little or no evidence is ever cited for this claim. Goskomstat prepares its own estimates for private sector economic activity and, as an arm of government, has a strong incentive to prepare the most optimistic projections. Moreover, it is important to remember that there was a large but completely unrecorded private sector in the Soviet period. It is a myth that the small business sector is dynamic. The most thorough survey of the small business sector to date found in 1994-5 that only a quarter of small businesses established de novo since 1990 considered themselves to be profitable with prospects for future development. The principal goal of over a third of such newly created small businesses was simply to survive, one-sixth were mostly concerned to find new kinds of activity and only six percent were looking to maximise current profits (Institute for Strategic Analysis and Development of Entrepreneurship, 1995).

� This is an underestimate since, although the population of working age has hardly changed, there are almost three million more people of pension age, around one fifth of whom normally work. Although the plight of the pensioners is a sorry one, the nominal value of their pensions is not significantly different from the Soviet period, so we would expect their need to work to be neither greater nor less than in the past.

�	One can reformulate the question of the role of labour market adjustment in terms of the question of the consistency of macro and micro policy and objectives, an effective structural adjustment programme being one which reconciles the two (Mosley, Harrigan and Toye, 1995; Toye, 1995). A regressive macroeconomic stabilisation policy generates resistance from those unfavourably affected by its micro-economic implications which is directly expressed through political channels and indirectly through the steps taken to avoid the negative impact of policy (non-payment of taxes, bribery of officials and so on), thereby forcing modifications in macro-economic policy. The effectiveness of this resistance cannot simply be put down to the inordinate strength of vested interests, for all policies are backed by interests and all interests are vested. Its impact may be for the better or it may be for the worse, but the extent of such resistance is a strong indicator of the extent to which the stabilisation and structural adjustment programme has failed to reconcile macro and micro objectives. The response should not be to attempt to circumvent the political process, as was the temptation in the 1980s and is the temptation in Russia today (with General Lebed regarding Pinochet’s Chile, which many regard as structural adjustment’s biggest failure, as his preferred model), but to bring policy formulation and evaluation out of the air-conditioned conference rooms of international hotels and back into the political system.

� This is not a matter of institutional barriers, as those who focus their attention on the currently fashionable topics of corporate governance and financial institutions appear to believe, but of the simple fact that private productive investment in a declining economy with an uncertain future will never be judged to be profitable. Institutions are never the most significant barriers: where there is a will there is a way.

� Of course there are multinational investors and ‘partners’ who are interested in no more than using their investment as a means of securing access to supplies of exportable natural resources or in milking an enterprise of its assets

� 	According to Goskomstat officials in Moscow a different form, 1-T ‘Information on the number, pay and mobility of employees’, was introduced in 1992 for large and medium enterprises (this is distinct from the form 1-T returned by the local offices of the employment service). This form includes information additional to that recorded in form 2-T, including the number of person-hours worked; the number of employees working short-time on the initiative of the administration; the number of employees sent on leave without pay on the initiative of the administration; the number working in supplementary jobs; the average number working under contract; the number of new jobs introduced; the number of personnel leaving as a result of staff cuts; the number of vacancies; the number of additional jobs which it is proposed to create in the next quarter; the number of vacant jobs designated for liquidation in the next quarter; the number of employees designated for redundancy in the next quarter. In fact, so far as we have been able to discover, none of our case study enterprises completes form 1-T, although they are aware of its existence and are considering using it in 1996, following a Goskomstat instruction in July 1995. However, the regional statistical offices have been returning this information to Goskomstat in Moscow since 1992, and the resulting information is regularly published, although it is not clear where it comes from.

� 	For large and medium enterprises for Russia the registered number was less than 2% higher than the average registered number in 1994, and for industry alone it was about 4% higher. This is substantially less than the amount of time reported as lost through stoppages or the extent of short-time working.

� 	Dolopyatova and Evseeva, 1994. Ickes and Ryterman, 1994, develop a model of such a strategy. It is important to stress that such a survival strategy is a perfectly rational response to the messages sent by the market and does not, therefore, indicate a failure of adaptation to the market. 

� 	On the role of informal relations see Alasheev, 1995.

� 	On the changing status of kadrovyi workers see Kozina and Borisov, 1996

� 	On middle management see Romanov, 1995.

�	We cite KEMZ as an example of an enterprise pursuing such a purely conservative strategy. For a brief description of the case study enterprises see Chapter 12. Full reports on the case study enterprises are available in Russian from our World Wide Web site.

� 	Gimpel’son and Lippoldt, 1996, p. 18,  note that in one of their plants: ‘Since 1993 some its core workers (mostly women working on the assembly lines) have been on unpaid vacations on a rotating basis’. 

� 	In the case of a transfer to the municipality the staff often take a substantial cut in pay, since they move from industrial pay scales to those of municipal employees. In either case the facilities are soon cut back because of financial difficulties.

� 	The Russian Economic Barometer survey in August 1993 found that approximately one half of the surveyed enterprises performed virtually no screening of job seekers and hired all comers (R Kapelyushnikov and S Aukutsionek: The Russian Enterprises Behaviour in the Labor market: some empirical evidence, mimeo June 1994.).

� 	The ILO surveys found that those enterprises which were growing used temporary labour more than those which were shrinking, although the overall incidence fell slightly from 1994 to 1995 (Tsentr issledovannii rynka truda, 1995a).

� The surveys conducted by Russian Economic Barometer show that the position of maintaining the number of personnel has become steadily less significant. At the beginning of 1994 47 per cent of enterprises proclaimed this goal, but only 22 per cent by the end of the year, falling to 19 per cent in the first quarter of 1995 (Kapelyushnikov and Auktsionek, 1995b).

� The ILO 1992 survey found that 49.5 per cent of enterprises had used internal transfers to avoid redundancies (Standing, 1994).

� According to the surveys of the Centre for Labour Market Research of the Institute of Economics of the Academy of Sciences, the number of enterprises using this form of hiring increased from 55,2 per cent in 1994 to 61.2 per cent in 1995 (Tsentr issledovannii rynka truda, 1995a).

�	Vladimir Gimpel’son and Doug Lippoldt, 1996, p. 22 note that ‘Russian firms introducing this option may pursue two opposite goals: either to facilitate lay-offs or to provide more beneficial terms for the most skilled and valuable workers’, their case study firms using fixed-term contracts only to pursue the latter goal.

� Under the Russian Labour Code, currently under revision, short-term contracts are permitted only for seasonal or temporary work or to carry out a particular job or when ‘the character of the work, the conditions of its fulfilment or the interests of the employee as well as situations immediately stipulated by law’ (Article 17) make it impossible to conclude an indefinite agreement. This restriction of the use of contract labour was introduced in 1992, in conformity with ILO recommendation 166 of 1982, precisely because employers had been transferring their entire labour force onto fixed-term contracts which they used to prevent employees from leaving their jobs voluntarily, while the employer always had the threat of dismissal or redundancy in his hands. In this, as in many other respects, the law is systematically ignored by employers. The Labour Code also permits a probationary period of three months (up to six months by agreement with the appropriate trade union), but this is non-renewable.

� In the labour agreement the conditions of work and payment are stipulated (piece-rate payments, norms and valuations) and for some workers the agreement may also stipulate the possibility of receiving an apartment in five or six years. As a whole labour agreements stipulate the temporary character of work. However, as our interviews with employees of the construction section showed, none of them think of their work as temporary, they are confident that they have a permanent job. Only a few of them even remembered that they had signed a labour agreement, but even these few found it difficult to say anything about the concrete conditions stipulated by the agreement.

� 	(Doeringer and Piore, 1971). We use the term internal labour market in a wider sense than that employed by economists, to refer to the whole system of deployment of labour within the enterprise.

� 	It is not by chance that this model has been used for the explanation of the Russian situation by researchers, one of whose main methods of collecting information is interviews with senior enterprise managers. See especially Tsentr issledovannii rynka truda, 1995.

� 	We do not use the fashionable terms ‘technical and social capital’ to describe the attributes of employees for a number of reasons. First, because these attributes are not capital. Second, because these attributes are qualitative and are not independently quantifiable. Third, because they are situational properties and so cannot be attributed to the individual independently of that individual’s current situation. 

� 	Many surveys show, that the difficulties of the socio-economic situation has caused a reorganisation in the hierarchy of motives for working. The structure of labour motivation of workers becomes more flat and primitive. First place is now taken by instrumental values, with an interest in the work as such falling into the background. It is impossible to say definitely at the moment whether it is a temporary phenomenon, a short-term response, or an attribute of the approach to a market society. For the present research the important fact is that dissatisfaction with wages has become the main motive for changing jobs, cited by 83% of respondents as the main motive for voluntary labour mobility, and by 33% of those proposing to change jobs (Kupriyanova, 1996, p. 45). Of course part of the change in expressed motives may be the result of the fact that in the Soviet period such motives were frowned on, but there were also far fewer opportunities for improving one’s economic position by changing jobs in the Soviet period, and more opportunities for acquiring social approbation through labour. Thus the change in motives reflects an objective change in the character of the opportunities and the forms of social approbation provided by society.

� 	In describing the behaviour of workers, we recognise that for workers there are economic reasons to want ‘to be a part of the firm’, as the preservation of employment at ‘their’ enterprise gives them economic advantages in the form of a higher salary and guaranteed job.

� 	This may be more extensive for the more mobile workers, but on the other hand those who are well-embedded in an extensive social network can more easily find other work.

� 	This, of course, is the feature of all those former Komsomol officials, customs officials, police and KGB officers, tax inspectors, employees of supply departments and so on who form the nucleus of the Russian new rich.

� 	Paid (legal) overtime is much less in Russia than in capitalist countries, and to some extent second jobs can be seen as a substitute for overtime working: in some cases a person is employed in a second job to do exactly the same as in the first one. 

� 	The main results have been reported by Ekaterina Khibovskaya in a series of articles from which the data in the text is drawn.

� 	Men are paid for additional work at an hourly rate 3.3 times greater than women, the young 1.6-1.9 greater than older people, those with higher education 1.7-1.8 times more than lower. Those working in the private sector for their main job earn 1.7 times more than those whose main job is in the state sector (Khibovskaya, 1996).

� 	All Russian citizens still possess a labour book which is deposited in an enterprise or organisation which is thereby defined as their principal place of work, even if they never actually go there. This is where their length of service, which qualifies them for pension and other social benefits, is recorded. When Russians are asked about their main job they will normally understand by this the place of work at which they are formally registered in this sense. Secondary or additional employment is then understood in relation to this main job, even if it actually takes up more time and brings in more money than the main job. In some cases, for example when a state or former state enterprise embraces a number of private ‘small enterprises’, the same work may be double-counted as the person works simultaneously for both, legal status attaching to the job in the state enterprise but the bulk of earnings attaching to the job in the small enterprise. This system originally developed to evade wage and price controls under perestroika and is now used to avoid taxation and accountability to shareholders.

�	All these figures need to be treated with some caution, since the sample is small. 

	An April 1994 survey conducted by VTsIOM for the EDI of the World Bank of 316 from the normal VTsIOM sample who were unemployed, working short time or on administrative leave found that 19% of these worked an average of 22.5 hours in ‘second’ jobs, but they worked predominantly in self-employment (49%) or the private sector (23%) (Yemtsov, 1994). A September 1995 survey of workers on short-time or administrative leave (657 workers interviewed) found that 71% had additional earnings. Forty-five per cent were not working at their own profession, 10% at their profession in another enterprise, 16% in their own enterprise at their own job (although only 2% of employers said this was possible). Only 30% would stay in their enterprise if they had to work full-time, but 67% would do so if pay was increased (Garsiya-Iser, Golodets and Smirnov, 1995). 

� 	According to Goskomstat data from large and medium enterprises in 1994 more than twice as many people were employed on contract than as sovmestitel’ (Popov, 1995, p. 28).

� 	Our observation of growing professionalisation is confirmed by Goskomstat estimates of employment in the private sector, which show an increase of 6% in the number of permanent employees in small enterprises between 1994 and 1995, almost all the increase being in the private sector, but a fall of 30% in the number working on contract and 10% in the number working in small enterprises po sovmestitel’stvo (Goskomstat, Maloe predprinimatel’stvo, 1996).

�	It should be noted that our sample is not representative, even of current industrial employees, and the figures will be biased in various ways: for example, since it records job changes not individuals it will over-weight the more mobile categories. Nevertheless it gives an indication of the changing importance of different channels of recruitment.

� 	Up to double this proportion look to the Employment Service in regions of high unemployment (Ryzhikova, 1995, p. 23), indicating both that the unemployment serves as a last resort and that, as unemployment increases it is likely to become more significant.

� 	According to the published statistics, half the graduates of higher and middle special educational establishments were still placed by distribution (no longer compulsorily) in 1993. Of these about a third were placed on the basis of contracts with the employers and two-thirds in response to specific requests. Of the half who were not placed, 40% of the higher education graduates and 60% of middle special graduates were unplaced because there were no vacancies, the rest because they rejected the offer of distribution (Osnovye pokazateli po statistike truda, 1995). Most of those recorded in official statistics as having been placed by distribution are in fact cases in which the individual has found a job which is then confirmed by the educational establishment. Most contracts for placement between enterprises and educational establishments were long-term, and when they lapse nowadays they tend not to be renewed. 

� 	This relationship is also clear from the VTsIOM survey data, where labour mobility is higher among those working in enterprises with a record of administrative leave, of strikes and of large scale redundancies (Khibovskaya, 1994b, p. 35).

� 	In writing this section extracts from enterprise reports written by the various members of the research team have been used. Statistical data for the various enterprises is presented in an appendix.

� 	This distinction is based on an interpretation of the reasons provided in the Labour Code under which a fixed-term or indefinite labour agreement (contract) can be terminated by the worker. Articles 31 and 32 allow for the termination of the contract ‘for adequate reason’ in the event of transfer to an educational establishment, transition to pension, illness or disability. Under Article 33, the cancellation of a contract is permitted on the initiative of the administration in the event of the closure of the enterprise, staff reductions, lack of conformity of the employee to the demands of the post, systematic failure of the employee to fulfil his or her duties laid down in the contract or under internal rules without good reason, absenteeism and reporting drunk for work.

� 	In some cases it is difficult to assign the reasons for separation to one of the three groups. For example, we know of cases in which the employee is transferred from one enterprise to another on the basis of prior agreement between the chiefs of the two enterprises, and the employee is simply informed of a decision which has already been taken, but this is still recorded as voluntary. We include the case of an employee who leaves on the termination of his or her contract in the second category of separations on the initiative of the administration, although with some reservations since, although the termination is anticipated in the conditions of the contract, the administration retains the possibility of prolonging its duration, particularly in the case of a temporary contract or a contract to perform particular work. Termination in connection with the end of a practical placement represents a less obvious case of separation on the initiative of the administration.

� 	This is also the clear finding of the VTsIOM surveys (Kuprianova, 1996, p. 45).

� 	It appears that delays in the payment of wages are more effective than low wages in forcing people out, a further indicator that this kind of compulsory-voluntary separation is an act of desperation rather than of mere dissatisfaction.

� 	According to article 25 of KZoT, the movement of a worker to another job in the same enterprise, or to another structural division in the same location is not considered a transfer to other work, but movements inside the firm between legally independent enterprises, which can also be in another place, can be considered to be transfers.

� 	The same conclusion emerges from the Russian Economic Barometer survey, which found that the share of those dismissed for disciplinary reasons among enterprises paying above average wages was 21% and those sacked for economic reasons 12%, while in the enterprises with lower than average wages only 8% were dismissed for disciplinary reasons but 22% for economic reasons (Russian Economic Barometer, 6, 1995; Kapelyushnikov and Auktsionek, 1995b). 

� 	This is substantially less than the figures recorded by Russian Economic Barometer, which finds 15-20% dismissed for economic reasons (staff reductions and reorganisation of production). The explanation for the lower figure given in the statistics is probably for the reasons explained below.

� This corresponds to Russian Economic Barometer figures.

� The World Bank survey of enterprises in the Moscow region in the second half of 1992 found that more than 50% of the compulsory redundancies were of ITR and white collar workers (Commander, McHale and Yemtsov, 1995, p. 159).

� In particular subdivisions more detailed records might be kept, but this data is not incorporated into general enterprise records.

� The World Bank’s 1992 Moscow survey found that 80% of recruitment was to production workers’ jobs (Commander et al, 1995, p. 159). 

� 	See, for example, (Khotkina, 1996, p. 6); (Zdravomyslova, 1995).

� 	Survey data on this theme is reported in (Baskakova, 1996, p. 67).
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