6.	Employment Policy in an Industrial Enterprise�Tanya Metalina


This paper is concerned with employment policy in industrial enterprises over the period 1991–4, based on our collaborative research in a series of industrial enterprises in Samara, Moscow, Syktyvkar and Kemerovo. We are concerned with a series of questions, including: how has employment policy in enterprises changed over this period? What form has the process of redistribution of labour within the enterprise taken? What are the reasons for retaining a substantial surplus of labour within the enterprise, when the volume of production has fallen so dramatically, so that most of the workers have nothing to do? The paper is based primarily on the experience of research on employment which we carried out in the joint-stock company Prokat where, in order to retain the labour force in conditions of a decline in the volume of production, a special structure was established — the ‘Department of Free Personnel’. The fieldwork in Prokat was carried out primarily by myself and Pavel Romanov. Unless otherwise stated, quotations are from interviews which I conducted myself. The aim of the paper is not to draw general conclusions, but only to describe the processes observed in Prokat during the period of research. 


For a long time enterprises such as Prokat, which were part of the military-industrial complex, enjoyed much more favourable economic conditions than other enterprises. They always represented an example of stability and prosperity. Prokat is one of the largest producers of aluminium rollings in the country, employing over 22,000 people in 1988. For a long time it was a monopolist in the supply of a number of its products. In the Soviet period it was always considered to be an exemplary enterprise, visited by numerous Soviet and foreign delegations as a model of its type. The factory supplied its products to more than 7,000 customers in all the republics of the former Soviet Union and to 25 foreign countries. Negative tendencies at Prokat were already becoming apparent in 1989, before the stable and prosperous situation was shattered by galloping inflation and the breakdown of economic links in 1992, forcing the enterprise to cut back its production. Demand fell sharply in the face of increases in the price of the product. By the summer of 1992 production had fallen by 30 per cent in comparison with 1989, and production for 1993 was less than a quarter that of 1989, falling a further 30 per cent in the first half of 1994. All of this could not but have an impact on the employment policy carried out by the enterprise. It is this aspect of its activity that became the subject of our investigation.


The Soviet period


The Soviet period of industrial development was distinguished by the stability of state orders, and therefore the stability or even the growth of the volume of production. Every enterprise tried to obtain the greatest possible number of workers, always using its reserve of labour power to manoeuvre in conditions of uneven production. The enterprise also needed additional numbers to carry out agricultural and construction work, assistance to the city in the improvement of public services and many other kinds of work which seemed to have nothing to do with industrial production, but which the enterprise had to carry out for various reasons. As a result up to one-third of the complement of staff of practically every enterprise were made up of such ‘superfluous’ people. As a rule, alongside the maintenance of surplus posts the enterprise experienced a high level of labour turnover among its low-skilled workers, and often did not have enough of them. Unskilled and low-skilled workers were in demand at nearly every enterprise. It was even more difficult to find good specialists. They usually worked for many years in the same enterprise and would only leave it for very important reasons. Such workers were not only in a position to find work easily in any factory, but would also be lured with offers of privileges and extra payments on top of their wages, above those which the worker enjoyed at his existing workplace. The state guaranteed everyone a job, so the loss of a job was no tragedy, and hands were needed everywhere, but especially in industry.


The periodic campaigns to cut the labour force, which took place from time to time, did not change the general picture. ‘Theoretical workers’ were cut — they always had some ‘dead souls’ for this �purpose, and ‘living’ workers were merely redistributed, so that two-thirds of those supposedly laid off in fact remained in the enterprise, where most people were offered a choice of one or two similar jobs. This often did not require even a change of occupation or any preparatory retraining. Even when some enterprises were required temporarily to cease recruitment (there was no recruitment in Prokat at the end of the 1980s), vacancies remained for low-skilled workers, and they would be filled by those punished for disciplinary offences. These were the jobs which had always been filled ‘from the street’. This was the period in which there was an absolute dearth of labour, when every enterprise had a list of vacancies and at the same time maintained a complete ‘army’ of surplus people.


Employment in the enterprise in conditions of reform


The radical changes in the Russian economy have had a far from positive impact on the labour market. The structure of the economy is inadequate to the demands of the market. The uncompetitiveness of the products of most enterprises in conditions of an open market, and the extremely low efficiency in the use of labour, give rise to a crisis of employment and the appearance of unemployment, which in the past was identified as an integral part of a capitalist economy.


Economic reform in Russia has led to a significant fall in the volume of production, which has induced the enterprise administration to begin to reduce the number of employees. From 1991 on many enterprises gradually began to get rid of vacancies. As a rule the superfluous people were not officially made redundant, but the enterprises tried to deal with the problem of surplus labour through natural wastage, sometimes by pushing employees into voluntary redundancy (by moving them to lower paid jobs, or jobs with worse working conditions), sometimes resorting to moving workers from one enterprise to another. Thus in one of the shops in Prokat we got to know a group of cleaners. Three of them were women who had previously worked at another factory. Their section in that factory was closed as a result of conversion, and the surplus skilled workers were recruited by other enterprises in the city which at that time needed machine-operators. Thus the women came to Prokat. But then cuts began here too, and again they were not dismissed, but transferred to unskilled and, obviously, lower paid work. But even here they did not feel secure, because they were all pensioners, some on the grounds of age, but others because they had worked for the required length of time in harmful conditions. 





They will get rid of us first of all, there is no work for young people, why should they keep pensioners? (From a conversation with a group of cleaners 23.02.92.)





Nevertheless, in 1991 very few people were made redundant in the enterprise. The problem was resolved basically by reducing existing vacancies, scarcely affecting ‘living’ people.


In 1992 the collapse of the USSR, and the associated breakdown of economic relations, caused a further decline in the volume of production and made it impossible for the factory to provide work for all its workers. However, the management was in no hurry to get rid of its potential unemployed. At this time the most widespread response was to send people on administrative vacation, with reduced pay, or no pay at all, and to work a reduced working week. Workers were often assigned to work on improving the premises of the shop or on construction work. At the beginning of the shift they sometimes did not know what they were going to be doing that day, or whether they would be working at all. At the planning meeting before the shift the foreman, as a rule, would distribute the work, trying to place the workers so that they would take turns in doing their normal job and, alternatively, doing subsidiary or construction work. At that time there was not really any problem in finding work for auxiliary workers since equipment needs regular servicing even if it is not working at full capacity and the old equipment needs extensive repair. This meant that it was usually core production workers who turned up doing the subsidiary and construction work. And, although such a state of affairs gave rise to more and more dissatisfaction on the part of the workers, nobody said anything about this openly for fear of ending up without any work at all (observation at morning planerka, 17.03.92, Irina Kozina and Tanya Metalina). This is what a senior foreman had to say about this:





Yesterday at last they sent us a cleaning machine, and I sent the women to collect and load it. Not one of them complained, as they really should have done, although the work was very dirty and had no relation to their official �responsibilities. They went off without a word and worked for three hours. In the past even to make such a proposal would have led to terrible conflict the whole day long, and to persuade them to do it I would have had to bribe them and maybe also resort to threats. (Interview 2.02.92.)





Until 1993, despite the considerable fall in production, the enterprise management refrained from carrying out what would have been a deeply unpopular redundancy programme. The administration did all that it could to maintain employment, although it became increasingly difficult to keep up production capacity.


The workers earnings fell, and this hit the main production workers especially hard, often earning less than auxiliary workers. People increasingly feared for their jobs, and managers at different levels responded to expressions of discontent or demands from the workers with a single phrase: ‘If you don’t like it, get out’. The job had become valuable.


1993 — New policy, old practice


Until 1993 the numbers employed fell gradually and smoothly. In 1991 they fell by 330, in 1992 by 908. The factory administration did not want to see any revolutionary transformations. During 1993 the course of events changed somewhat. By this time the enterprise had already been privatised as a joint-stock company, the distribution of shares had been completed and preparations for the first shareholders’ meeting were well under way. In these circumstances the administration announced its intention of moving from an employment policy that guaranteed every worker a job to a policy based on economic feasibility. A senior management group, headed by the executive director for economics, on the basis of an analysis of the economic situation, determined the level of capacity working expected for the factory as a whole and for each of its subdivisions for 1993. And since a further fall in the volume of production was considered to be inevitable, because of the reduction of demand for the finished product and the insolvency of customers, the programme anticipated the reduction in the number of jobs and the number of employees in accordance with the fall in production. This analysis concluded that the number of people employed had to fall by 2,880 by the end of the year. One result of such an action would have been to increase the pay of the remaining workers. However, this plan was from the beginning very unpopular among the workers. Unemployment had begun to turn from an abstract fear into something very tangible. The administration of the joint-stock company realised that conflict would become an integral part of such a programme:





Who is going to want to find themselves without a job of their own free will, especially when the majority of enterprises in the city are also laying off surplus hands? (Interview with head of Personnel Department, 15.08.93.)


Management Plans …


The management of the joint-stock company planned to accomplish a number of important tasks in the process of reducing the number employed. The first was to rejuvenate the enterprise (at the beginning of 1993 the labour force included 2,500 people above retirement age). The second was to clean out all the drunkards and violators of discipline. The third was to reduce the number of women. This last task was not identified in a single official document but, in private meetings with management and members of the administration, it was mentioned more than once. The fourth task was to put a well-qualified worker in to every job by removing low-skilled workers.


According to the plans of the administration, the process of redundancy should have proceeded as follows. The directorate would draw up an initial calculation of the numbers to be reduced in each subdivision and would send the subdivisions their estimated figures for the reductions to be achieved, broken down by quarters. The heads of the subdivisions would take these figures, together with a list of pensioners working in their subdivision and the production programme for the year, and would then have to decide which workers they needed to fulfil the plan, and then get rid of the surplus people. Only hard-working skilled workers should remain. The result of this activity should be a redundancy order for each shop, after which those who were to be made redundant would be notified and invited to go to the factory Redundancy Commission. The enterprise director ordered that retraining courses should be established within the technical training department to make it easier for those made redundant to secure subsequent employment. All those who wished to do so could attend these courses for two months, to be trained in specialisms which were in demand in the city’s enterprises, while retaining their earnings in their normal place of work.


The chiefs of the subdivisions knew perfectly well how unpopular this programme would be, how many tears would flow, how much conflict there would be. After all, loss of work means the loss of all the means of existence. Thus the process of redundancy did not take place quite as it had been anticipated.


… And reality


The order to prepare redundancies in the company was issued in April 1993. The order included a particular formulation with regard to the pensioners:





Employees who have reached pension age are offered the opportunity of retirement in connection with the reduction of jobs.





In the shops this proposal was regarded as humane (although not, of course, by the pensioners themselves):





You see the pensioners have already got a basic minimum so that, poorly, meagrely, they will survive on their pension. (Interview with senior foreman, 2.02.92, Irina Kozina and Tanya Metalina.)





In addition they have a number of privileges. The factory pays a lump sum to everybody who retires, together with quarterly payments which depend on their length of service in the enterprise. Moreover, all pensioners can buy groceries at subsidised prices in the special factory shop, and they retain the right to receive passes from the trade union for the sanatorium and holiday centres on the same basis as employees of the enterprise. Nevertheless, not all pensioners wanted to retire.





If a pensioner whom the shop commission has offered the chance to retire, does not want to do so, his job is eliminated. (Interview with chief of shop department of labour and wages, 25.10.93.)





Many pensioners faced the choice between retiring of their own free will, and receiving all the benefits on offer, or going on working until they are sacked with two months pay.





Some pensioners, of course, will be kept on, but only hard-working highly skilled specialists. (Interview with shop chief, 27.04.93.)





For example, one of the mechanics was a highly skilled turner, who in fact did all the work for the entire brigade of repairmen. He was long past retirement age, and had already been offered the chance to retire twice, but both times the brigade succeeded in keeping him.


Some employees who had reached retirement age left the factory for a well-earned rest immediately after the issue of the order, but the majority of the older workers left with a heavy heart, despite the benefits they had been offered. Some of them could and still would have worked, but it seemed that they were not needed. And many of them simply could not imagine being outside the factory in which they had spent their whole lives.


The situation was somewhat different with those who had poor disciplinary records. They had never been respected. The normal disciplinary sanctions for offences were the loss of bonus, loss of holiday pay, the disapproval of workmates but only in extreme cases dismissal. If it was a first offence, or if the offender was a meritorious or kadrovye worker, the collective could petition for him to keep his job. But now the situation has changed. Drunkenness at work, absenteeism, and other disciplinary violations now result in dismissal in most cases.


As a result, twice as many people were dismissed for absenteeism or turning up for work in a state of intoxication in 1993 than in 1989. This does not by any means imply that there has been any increase in such offences, but only that the attitude to them has become much more strict. For example, in 1992 497 of the 500 recorded cases of absenteeism or drunkenness in Prokat resulted in dismissal, with only three people keeping their jobs (Report of Personnel Department on Discipline in Prokat, 1992). The workers themselves have increasingly frequently become the instigators of the dismissal of offenders. The administration actively took advantage of the situation that had developed, since it provided a real chance to reduce numbers by methods which were socially approved by the collective.


In these conditions many women felt abandoned. The personnel manager was blunt:





The work in our factory is far from being women’s work, and the workers themselves know it: this one is on maternity leave, another is off sick, a third has a certificate. And they will cut jobs such as controllers, laboratory �assistants, cleaners, cloakroom attendants, and these are basically women’s jobs. (Interview with Personnel Manager, 15.08.93.)





According to the head of the department of labour and wages in one of the shops, they will also get rid of women working at heavy men’s jobs, press operators for example, since there are now a lot of men in the factory with this speciality (interview, 25.10.93). Even at the beginning of 1993, when far from everyone had realised that the once prosperous giant could no longer provide all its employees with work, the women were the first to become anxious. Women of pension age became keen to take their pensions, rather than waiting to be asked. Women in skilled but physically heavy work quietly began to look for other jobs for themselves, taking the place of women workers who were retiring. For example, in one of the shops they closed one of the furnaces in July, leaving nine women annealers without work. However, they had known about the decision the previous winter, so the women were ready for it. Five of them did not wait for official redundancy but transferred to another shop on their own initiative, while three took their pensions. Only one of the nine women tried to stay in her job, and she was offered a transfer to a job as a cleaner. She is a single parent, bringing up four children on her own, and turned to the trade union committee for help. The president of the trade union committee and the foreman discussed the matter for a long time. The foreman had to draw up various documents: a certificate of her qualifications (her qualifications were low), the basis of the transfer (the closure of the furnace), a reference for her:





Her qualifications are low, she does not show any particular enthusiasm for work, she often takes time off sick, the work is hard, and the furnace is having to be operated by two women instead of three. Nobody in the brigade wants to work with her. They keep her only because they take pity on her because she has children. And so now we have found her a job in the shop, she certainly won’t get a job anywhere else. (Interview with shift foreman, 11.08.93.) 





The end result was that the woman lost her job all the same and became a cleaner in this shop.


There has been practically no recruitment of new workers to the factory. Occasionally they take on auxiliary workers — fitters, electricians, welders and so on, but only if they are highly skilled with a faultless labour book. Vacancies and replacements are filled by those threatened with redundancy elsewhere. ‘We turn away women who come to the personnel department in search of work at once, without even looking at their labour books’, said the deputy head of the personnel department in an interview (08.09.93).


Meanwhile, back in the shop


The number of employees fell steadily, but not quite in the way it had been planned. A striking example of this is the shop in which we carried out our research. According to the company’s order the number in this shop should have been reduced by 258 people. The shop management calculated how many people were needed in each section, and the surplus people were subject to redundancy. After this the power to select people for dismissal was passed to the middle managers, to the foremen. The foreman himself had to decide which people the section could not do without, and which people were superfluous. The foreman, who has worked in the shop for decades, who knows everything there is to know about every one of his workers and is familiar with all of their problems and misfortunes which he has been accustomed to thinking of as his own over many years in the job, had to decide to whom to issue redundancy notices the next day. 





All this is not right. The administration should issue the notice, even if it is on the recommendation of the foreman, it has to be their decision, and not the foreman’s decision, but they tell the foreman in advance, you decide yourself, but I have to work with them. (Interview with shift foreman, 7.04.93.)





The foremen in their turn, trying to avoid responsibility for deciding the fate of their workers, shift it to the workers themselves, taking the problem to meetings of the shifts and section for resolution. And because the threat to their jobs has become real, and nobody wants to find themselves without work, the simplest way of getting rid of competitors was their dismissal on the basis of a decision of the brigade as a whole. This was easiest with those with a poor disciplinary record, the attitude to whom had become one of intolerance — this was a chance to reduce the numbers without waiting until they sacked you. In the past it was mostly young workers who had not yet acquired a trade who were sacked for disciplinary offences (it was considered that for them this should be a lesson), while all the sins of kadrovye and high-skilled workers were, as a rule, forgiven. But now neither their skill nor their authority could save them, the brigades got rid of every offender with a feeling of some relief. In some cases collectives casually threw experienced kadrovye workers out of the factory gates.


However, in general the shop was in no hurry to reduce numbers, relying on natural wastage. And although times were hard, people did move, fell sick, transferred to other jobs. At the end of the year the head of the department of labour and wages of the shop reported that they had achieved the necessary reductions without having had to make any compulsory redundancies. 





Yes, of course, fewer people left voluntarily, but people did leave, it is a shame to say it, but every new letter of resignation made us glad. (Interview, 25.10.93.)





She herself kept a precise record of everybody who left.


Throughout this period discussions of future redundancies did not cease. The ‘invitation’ of the factory administration to those beyond pension age to leave voluntarily, dismissals of those who violated disciplinary regulations and endless rumours provided direct and constant confirmation that the situation was serious. Throughout the summer, against the background of hysteria worked up around redundancy, numbers kept constantly falling by natural wastage. Workers of various trades and various skill levels left, young and old, men and women, undermining the plans of the administration to implement an active policy of restructuring the labour force. The head of the Personnel Department said:





The cut in numbers is happening quietly here, we are not using compulsory methods. People are leaving the factory, although fewer than in the past, and we sack people with little ceremony for disciplinary violations. At the same time we have cut recruitment to a minimum. The number of industrial personnel is falling. We still find jobs for the majority of employees, often with lower pay, involving a move to a different trade, another post, in many cases lower skilled work, but in any case it is better than throwing someone on to the street. (Interview, 15.08.93.)





The July shareholders’ meeting decided that the gentle methods of reducing numbers should be abandoned in favour of a strict policy in the sphere of employment, such as had had no place in the enterprise in the past. In September a new order was issued, instructing the chiefs of subdivisions to cut the number of employees by a further 1,170 people by 1 November (and not by the end of the year, which had been the date specified in the April order). The order specified the number to which every subdivision had to reduce its staff through redundancies. (The hopes of the chief of the shop’s department of labour and wages that the numbers would be achieved by natural wastage were not justified; in their shop more than sixty people were issued with redundancy notices.) Everybody selected for redundancy received, alongside their redundancy notice, an invitation to come to the factory Redundancy Commission. 





The Commission was created in order to monitor the legal correctness of every dismissal, to explain their rights in this situation to each person, and to help those dismissed to find work. (Interview with deputy chief of personnel department, 8.09.93.)





The Commission offered those identified for redundancy a list of vacancies in the factory. For women these were basically low-paid jobs as ‘junior service personnel’ (MOP); for men they were ancillary and auxiliary jobs. During October the Redundancy Commission sat almost every day. Then the lists of those made redundant were passed to the trade union committee for approval, although this was a purely formal step since the trade union had already agreed to the redundancies at the equivalent meeting at shop level.


The new economic situation developing in the enterprise with the sharp fall in production, revealing a huge number of surplus people in the shops, had prompted the management of the company to take steps to correct or, more accurately, to soften it. A new employment policy, based on economic expediency, had been promulgated which threatened to lead to an avalanche of redundancies. But to many people’s surprise this did not happen. As so often in the past, practice did not correspond to policy. The reduction of employment, as an integral part of the new economic policy, was proclaimed by the management of Prokat, but at the level of the shops it was avoided in every way possible, with a complete reliance on natural wastage, with the retirement of working pensioners, the dismissal of violators of disciplinary regulations, and the ending of recruitment. In August 1993 there was an order to withdraw from all contracts with small enterprises and co-operatives working with the enterprise (there were by then more than 100), with the aim of transferring redundant workers to this work. More than 300 people were retrained and redeployed in the course of the year, while 500 new jobs were created in connection with the �expansion in the range of consumer goods produced and the growth of production for export. Most of those who were declared redundant were found jobs in their own or another shop, or in the factory’s social and welfare establishment. Alongside the reduction in numbers, there was an intensive redistribution of labour within the framework of the enterprise. Usually the new work was less highly skilled and less well paid than the previous job but, nevertheless, having got such a job the workers were in no hurry to give it up because the fear of losing their job remained. As a result of all this only 533, rather than the 1,170 envisaged, were sacked. Those who were thrown onto the street, apart from pensioners and absentees, were the least skilled employees, adding to the growing army of unemployed. Meanwhile, the enterprise found itself short of the most highly skilled workers, particularly in auxiliary occupations such as electricians and welders, and recruitment had to begin again, although only those with high qualifications and experience and faultless labour books were taken on.





The City Labour Market


In the Soviet economy there were three main sources of supply of labour. The first group comprised those who were beginning their working careers: graduates of schools, technical colleges, high schools, demobilised soldiers following military service. The second group comprised people who were returning to work after a long voluntary or enforced break in active participation in the labour force (for example, housewives who had been out of work for a long time, some pensioners, invalids). The third group comprised those who were voluntarily changing jobs, in which case we are dealing with normal labour turnover (V. Gimpel’son and V. Magun, ‘Uvolennye na rynke truda: novaya rabota i sotsial’naya mobil’nost’, Sotsiologicheskii zhurnal, 1, 1994). Everyone who was looking for work went directly to the personnel department of the enterprise or organisation, and used personal contacts, if they had them (apart from those leaving educational institutions, who were directed to particular jobs). In the offices of the local executive committee there was a labour recruitment bureau. In conditions of universal labour shortage their functions were mainly registration, primarily serving particular marginal categories of the population, for example minors, who could only be recruited through a formal directive from the bureau, demobilised military personnel, released prisoners, and drunkards who had been repeatedly dismissed. Apart from this, these bureaux were responsible for mass mobilisation for various shock construction projects, to work in remote regions of the country. In the recruitment bureau a list of vacancies in local enterprises was kept. In these bureaux inspectors from the personnel departments of factories needing hands worked on certain days, usually recruiting unskilled general labour. However, the services of the recruitment bureaux were very rarely used by those seeking new jobs. According to research at the end of the 1980s, only 5 per cent of those seeking work intended to turn to such bureaux for help, the majority of people preferring to find work independently. (I. Zaslavskii, M. Moskvitina, ‘Kto ostalsya za porogom prokhodnoi?’ Sotsiologicheskie issledovaniya, 1, 1989). 


For a whole series of reasons, a labour market in the full sense of the word did not exist in Russia in the Soviet period. Enterprises were almost always closed systems and it was only possible to get in ‘off the street’ for unskilled general labour. The majority of enterprises had great difficulty in recruiting high-skilled workers, since it was only unskilled and low-skilled workers who ever presented themselves at the factory gates.


Today the industrial recession has revealed a huge quantity of surplus labour. The state Employment Service is concerned with the distribution of labour resources, and private labour exchanges have also just begun to appear. They have secretly divided responsibility for the hire of workers between themselves. The state Employment Service takes responsibility basically for recruiting workers for basic occupations, keeps account of the unemployed and is in charge of unemployment benefits. As a rule the people who come to the Employment Service are those who are least competitive in the labour market, with little self-confidence, often lacking sufficient qualifications and training, looking either for a good job with high pay or for unemployment benefit. Private employment offices help high-skilled specialists, those with scarce specialisms, and senior managers to find jobs. This is often done on a competitive basis and for fairly large fees, as against the free and usually ineffective help in seeking work offered by the state Employment Service for this category of employees. Prokat uses the services of both the state Employment Service and private employment agencies, with both of which it has concluded contracts.


The System of Personnel Management and the Internal Labour Market 


Considering the size of the enterprise which we have been researching, in our view it is entirely appropriate to use the term ‘internal labour market’, meaning by the term a system of personnel management within a single enterprise, a system of norms and institutions established within the enterprise, ensuring the normal reproduction and effective utilisation of labour. 


Unemployment and the reduction in the number of workers in industrial production, although it has not yet reached a significant scale, has become a significant factor in the social mobility of workers within the framework of the factory.


A large enterprise, and particularly one belonging to the military-industrial complex, has a rather closed structure, with its production, subsidiary economic activities, and its social, welfare and cultural facilities. This involves a huge quantity of jobs and a full spectrum of occupations and professions with the most varied skills. The ‘closedness’ of the system encouraged the existence of a labour market internal to the factory, and the penetration of this labour market from outside was limited. They always preferred ‘their’ people to people ‘from the street’. Often one of the main criteria in recruitment to a job was not the profession, nor the professionalism of the applicant, but ‘belonging’ to the enterprise. In this case great significance was attached to the length of service in the given factory, kinship with existing employees, or even simply their recommendation. Labour dynasties were encouraged in every possible way. An employee whose husband or wife also worked there could, as a rule, expect extra privileges. High-skilled personnel were tightly bound to their enterprise by the existing system of privileges (queues for housing, kindergartens, for the purchase of scarce goods, credit, personal additions to pay, privileges for pensioners and so on), so that if they wanted to change jobs they would not leave, but would look for another job there, in the same factory. It was precisely these workers who formed the basic skeleton of the factory’s collective, mobile only within its framework.


Voucher privatisation has tied the workers even more tightly to their enterprise. The overwhelming majority of them invested money in buying Prokat shares, often without nourishing any illusions about this novelty, but hoping to secure their position in the event of redundancies. During the period of privatisation there were rumours that those who bought shares in Prokat did not need to worry about any threat of redundancy. Against the background of increasingly strong rumours about impending unemployment the owner of shares, in the opinion of the workers, would have a better chance of saving his or her job. Moreover, once the shareholders had received their first dividends, however miserly, the fact alone reinforced the hope that this would not be the last time.


All the moves within the factory normally took place spontaneously. If the worker was not content with his or her existing job for one reason or another, he or she could find another more suitable one without leaving the factory. Most often, the person who intended to move to another job went around all the shops that interested him or her, asked about vacancies in the factory’s personnel department, often used connections with managers at a whole range of levels (the higher the person’s status, the more important are personal connections in the selection of a job and in recruitment, Zaslavskii and Moskvitina, op. cit.). Information about vacancies in the various subdivisions was regularly reported on the factory radio and in the factory newspaper.


The aim of a transfer, as a rule, was to find better working conditions, higher pay or a way out of a conflict situation. This was the basic state of affairs in enterprises in conditions of acute labour shortage. If, despite all this, the person decided to leave the factory, the personnel department would without fail plead with him or her to stay, offering a job with better working conditions or higher pay. The chiefs of shops and services were always ready to take on a good worker, even if they had nothing for him or her to do: somebody from the shop will retire or leave and a place will be found for the new worker. If in the end somebody left of his or her own free will, or was sacked, for example for drunkenness or repeated disciplinary violations, or had to leave the enterprise for other reasons, it would not be particularly difficult for him or her to find a new job at least as good as the one he or she had before. The most mobile were the young workers who had still not ‘found themselves’ and did not have enough experience of work, and also the least qualified and least disciplined layer of the workforce, and it was precisely these groups who appeared outside the factory gates on the external labour market.


Strategy of reducing numbers


Today in many enterprises there has been a significant reduction in production, but they still retain a surplus of labour. The result of such a policy is the comparatively low level of unemployment in Russia in the period of reform, in comparison with the countries of Eastern Europe. In Russia the reduction of the labour force has proceeded much more slowly than the reduction of production. For example, in Samara, which is one of the largest industrial centres in Russia, registered unemployment in 1994 stood at about 2,500, 0.33 per cent of the population of working age (780,000 people), at the same time as it had become normal at virtually every enterprise in the city for workers to be sent on administrative vacation because production had been suspended. Thus in September 1994 up to 78 per cent of the labour force was on administrative vacation in some factories (data from Samara regional statistical service).


If in the past it was the state which guaranteed a job, in the new conditions employment policy has in practice become a matter for the enterprise. It has come to depend completely on the evaluation of the developing situation that is made by the senior management of the enterprise, and how they see the resolution of the problem of employment.


The deepening economic crisis, which Russian industry has confronted for the first time, caught enterprise management unawares. Difficulties in paying wages, work stoppages as a result of the absence of work, warehouses overflowing with products, an inability to find customers on the disorganised home market and a lack of competitiveness in the world market, led to utter perplexity and an inability of managers to orient themselves to the situation, and then to passivity and anticipation of positive changes. It is difficult to decide to restructure and to rationalise production, especially because the memory lives on of the days when one could live comfortably on money handed out by the state. And the hope of new state orders still flickers. Managers of military-industrial enterprises experience the absence of state orders particularly harshly, because conversion is the main reason why they have to cut the volume of production. Gradually the first shock has passed, and the directors of enterprises are beginning to understand that something has got to change. Their first decisions partly softened the situation, and helped them to hold out for some time, but did not change the situation radically.


The policy of paternalism


In the majority of enterprises that we have studied there are strong paternalistic tendencies. They are particularly evident in those factories headed by directors with long experience, who have devoted their whole lives to the factory. They more than anyone feel responsibility for all their children, and so the orientation to the preservation of employment rests on stereotypes of paternalistic management behaviour. We have often heard arguments about the employment policy conducted in the enterprise, in which the labour collective is put forward as the supreme value, supporting the need to preserve it by any means, sometimes even contrary to economic necessity. 





Superfluous people are also our people, they have worked in our enterprise for many years and it is a shame to throw them over the fence. On the one hand, ‘a shame’, on the other hand, ‘dangerous’, when there are no jobs at other enterprises and the sacked appear on the street. (Head of a Moscow enterprise, quoted in V. Kabalina and T. Metalina, Sotsial’nye mekhanizmy politiki zanyatosti na rossiiskom predpriyatii’, Mirovaya ekonomika i mezhdunarodnye otnosheniya, 7, 1994.)





Sometimes this simply becomes absurd. At Prokat, for example, in the context of cuts in the industrial workforce, it is laid down that all vacancies in the non-productive sphere must be filled only by former employees of the factory (that is, those laid off). For this reason the housing construction organisation and the housing maintenance and repair department of this factory face a catastrophic shortage of caretakers, fitters and so on because they are low-paid, so nobody will take these jobs from the factory, and it is impossible to recruit from outside. (Interview with chief of housing construction organisation, 26.10.94.) Despite funny things like this, alongside vacancies, as a rule in low-paid jobs with few prospects, particularly in the non-productive sphere, the enterprise as a whole has excess numbers, often not knowing what to do with the workers, and sending them on administrative vacation.


Reasons for maintaining employment


Why does the management of the enterprise not hurry to get rid of the surplus of labour, when it finds itself in new conditions, having lost its grants and subsidies, had conversion and privatisation imposed on it and is faced with a falling market and the need to reduce the volume of production? The fact of the matter is that it has no interest in carrying out radical changes, for a whole series of reasons.


First, it is important to note that maintaining labour has become cheaper than it was in the past, the share of wages in the general costs of production in 1992–3 having fallen below 12 per cent (at Prokat it amounts to about 8 per cent).


One of the reasons for continuing to maintain a surplus of labour is the need for a reserve of labour which can be used to react rapidly to fluctuations in production which are inevitable in an unpredictable crisis situation since enterprises do not have a sufficiently flexible system for the training and retraining of staff. For example, in the Kemerovo enterprise Plastmass, in which the declared priority was an economic rather than a social approach, according to which the optimal number of workers was determined by the anticipated development of the enterprise, the number of employees was reduced by one third in 1992. However, the negative consequence of this strategy became clear within a year, when the enterprise found itself critically short of workers when there was a very small growth in the volume of production (Kabalina and Metalina, op. cit.). We saw exactly the same thing in one of the basic shops at Prokat, in which the numbers had been cut almost in half as a result of the fall in production over the previous two years. Then, with only a very small revival of production in the autumn of 1994, the shop management had to recruit workers from other subdivisions to come and work in the shop. It turns out that it is worthwhile for the shop to hold on to its skilled workers, even if there is no work for them at the moment, but they will be needed if work arrives in one month or six months time, since it takes several years to produce experienced machine operators. It is not enough to have a trade, it is necessary to have independent experience of the mastery of the equipment and the tricks of the trade, and that cannot be acquired in a year (interview with senior foreman, 26.05.93).


The present system of taxation also promotes the preservation of the labour force. The enterprise incurs an excess wages tax on all payments from the wages fund in excess of an average of six times the official minimum wage per employee. If the enterprise keeps on workers at low wages, or sends a large number of workers on administrative vacation with minimal payment, it is able to pay higher wages to the remaining employees, or more often selected groups of them, and particularly higher management, without incurring the punitive tax. It is certainly no accident that at many enterprises the income of senior management is kept a strict secret, provoking a mass of rumours among the workers about their size.


Thus the administration keeps workers so as to avoid having to pay higher taxes, which at the same time allows it to present itself as charitable in the eyes of the workers, by continuing to pay those who are not in fact working as a result of the difficult economic situation.


Apart from this, the surplus of hands in many enterprises is used to put disciplinary pressure on the workers, as a means of controlling them. The fear of losing a job puts the administration in the position of being able to manipulate the labour force. This is why in many enterprises in which surplus labour has been kept on, the workers’ discontent has not been expressed in open conflicts. As a rule they try to resolve all their problems related to redundancy, pay and so on without making a fuss, using personal connections wherever possible.


If in the past the internal labour market enabled people to improve their working conditions, increase their pay or social status, or change their working hours, without having to leave the enterprise, now it is used in most cases to preserve one’s job, often at the expense of a deterioration in the employee’s situation in the factory. Thus the majority of people who changed jobs within the enterprise in this period moved to jobs with worse working conditions, lower pay, and often lower social status.


The majority of enterprises, having refused to contemplate radical cuts in the labour force, reduced numbers primarily through natural wastage, and try to hold on to a reserve of labour using traditional methods.


For example, at Prokat recruitment ceased but people continued to leave at the rate of up to 200 a month. Fewer than half those who left the factory under the heading of ‘redundancy’ had actually been made redundant, the remainder having left voluntarily (interview with head of personnel department, 12.6.94). The Redundancy Commission, established under an executive order in May 1993, and still flourishing, was able to offer the majority of redundant employees other work, either in the factory itself or in its social and welfare apparatus. However, many workers were reluctant to take these jobs, particularly if they had previously been in high-skilled jobs and were conscious of their value, in which case they would tend to leave the enterprise if their new jobs were not more or less equivalent to those that they had had to leave.


Department of free labour


There are no other enterprises in the city comparable to Prokat, many professions are unique to the enterprise and simply to find good specialists is a problem. The management has serious plans for the future — contracts with Western partners, widening the market for sales, establishing joint ventures. The volume of production will increase, but where will they find specialists if they have been dispersed?


This was why to hold on to high skilled workers who are temporarily surplus to requirements, the Directors’ Council of Prokat adopted a ‘new personnel concept with a change in the structure of personnel management’. This is the so-called ‘zero employment variant’. The president of the trade union committee defined ‘zero employment’ thus:





This is when employees are removed from the process of production and brought together into an independent department to be drawn into work as required.





The idea of paying workers who are not engaged in production was borrowed by one of the staff of Prokat after a visit to East Germany, where the problem of unemployment became particularly acute after the unification of the country. There the municipal employment centres not only registered the unemployed, paid out unemployment benefits, and found them permanent jobs but also, whenever possible, placed them in temporary jobs. It was decided to reproduce this �experience in Prokat at the level of the enterprise: it was decided and it was done.


In January 1994 the Department of Free Personnel (OSP) was established on the model of the German municipal employment services, but within the framework of a single factory. The department was required to keep an account of the people temporarily without work in the factory and wherever possible find them temporary work, and to select candidates for retraining for new trades or professions required by the factory. Those on the books of the OSP would receive an allowance at the rate of 50 per cent of their basic wage or salary. The department was subordinate to the executive personnel director of the company with equal status with the personnel department and the department of technical training.


The new department had a staff of ten, and was divided into three sections: a section for labour market research, a section for work with staff and a section for the organisation of work.


In May 1994 the next redundancy order was issued. This contained a new feature which we had not come across before. This was a re�commendation to managers of subdivisions ‘to send to the Department of Free Personnel no more than 50 per cent of the employees subject to redundancy’. Not everybody could be directed to the department, but only the high skilled specialists without whom the shop would not be able to manage if the volume of production were to be increased. And this was not the only requirement: women sent to the department should be no older than 40, men no older than 50, those sent should take with them a character reference provided by the shop and they would also have to attend a medical board and prove that they could carry out heavy physical work. In the view of the chief of the OSP, a worker should think hard before agreeing to be sent to the department. The work which the department could offer would almost certainly be of lower skill and certainly physically demanding.


Each subdivision was supposed to send to the OSP a report form, with information about all the employees sent on administrative vacation (not later than two days before the vacation). These employees must be entered into the records of the OSP. If at that particular moment they can find work for one of them then, instead of going on vacation, he will work where people are needed. If this work is paid less than the person receives in his or her normal place of work, he or she will be paid his or her average earnings. If the job that is offered does not correspond to the qualifications of the person in question, or if the person does not want to take it, he or she has no right to refuse it since, according to the administration’s rules, they have the right to transfer somebody to other work, in the case of production need, for a period of up to three months even without his or her agreement. If there is no work at that particular time, the person is sent on administrative vacation, but is required to report to the department twice a week. And when he or she shows up the department can recall him or her from vacation. Thus the enterprise can, without drawing on those engaged in temporary work, load work onto those who have no work at all.


The department is also responsible for studying the demand for labour for temporary work in other enterprises. If the latter have temporary vacancies, the administration of Prokat will conclude an agreement with the administration of these enterprises to supply labour to fill the jobs. There had already been one such example, when an agreement was concluded with the railroad, which provided work for around 80 people and the railroad paid Prokat for this.


All these measures were designed to preserve high skilled workers in the factory and, in the case of an increase in the level of production, rapidly, and without any special expense, to fill all the jobs with the specialists which many enterprises have already lost.


This was how the work of the new department was planned, but life introduced its own amendments.


At the end of August 1994 there were not 10 but eight people working in the OSP: two jobs had been cut. During this whole time not one person had been sent to the department. The fact was that the main burden of this round of redundancies had fallen on the shoulders of the pensioners of whom there were more than 2,500 in the enterprise. Up to August more than 600 pensioners had left while other people had left voluntarily so that, as before, most of the redundancies had been achieved by natural wastage.


Since pensioners were not suitable for the department as free personnel, it turned out that there was nobody to register. Nevertheless, in August the first 25 people turned up in the department. Among them were workers with various trades, several crane operators and engineers. The Department of Free Personnel sent them all to work on auxiliary work in the construction shop, only two crane operators working at their own trade.


When I asked the head of the OSP whether any more employees would come to the department, he replied, without sounding very confident, that it was quite possible. It turned out that all those who had been transferred to work in his department had been given a one hundred per cent guarantee that they would receive jobs in their own trades and at their own levels of qualification. And they were told that they would only be without work temporarily, in connection with the reorganisation of production, and that within literally one or two weeks they would all be placed in permanent jobs. (Interview with head of shop labour and wages office, 12.10.94.)


Thus, over a period of seven months of its existence, a department of 10 people (later reduced to eight) had processed a total of 180 representatives of so-called free labour, all of whom had found jobs within one or two weeks. And now there is no confidence that any more ‘free personnel’ will appear in the immediate future, particularly as the factory was expecting an increase in production up to the beginning of 1995 as a result of increased export orders. Indeed, today Prokat is the only enterprise in the city which is recruiting workers. 


But the employees of the OSP have not been left with nothing to do. The department’s main task has become the co-ordination of internal mobility within the factory. All information about the availability of temporary work in the factory is gathered here. The chiefs of subdivisions contact the OSP before sending their workers on administrative vacation, to try to place people temporarily in other shops for whom they have no work. In practice the department today serves as an intra-factory employment bureau. This is undoubtedly an important and necessary activity, if it were not for one snag. 


There has been an internal redistribution of workers for as long as the factory has existed. Faced with a shortage of workers in the shops, the heads of the various subdivisions agreed directly among themselves about the recruitment of additional workers, borrowing them for a while from one another, since irregularity was always an integral part of Soviet production. Often managers at various levels would poach the specialists they needed from within the factory, sometimes enticing them from other shops with promises of better conditions. And they only took workers with scarce skills ‘from the street’, the personnel department only recruiting new entrants to the labour force. At the company Shar the practice remains to this day for the chief of the shop or production complex, faced with an increased amount of work, himself to go and see a worker who had previously left but who is needed again, and to ask him to come back to the job; the chief even knows what level of wage it is necessary to offer each person to �persuade him to agree. All this was carried out informally, independently, without any need to employ additional people or spend money to do it (and in many enterprises it still continues to work like this).


At Prokat these processes have been formalised with the creation of the Department of Free Personnel. When no free personnel appeared, this department began to carry out the work which had previously been carried out informally by those people who had an interest in doing it. The executive director for personnel justified this thus:





Well, what does it mean that there are none of those for whose sake the department was created? When the duty brigade of repair-fitters stands around for a whole shift without any work, this is a good thing; it means that the machinery is working properly. The situation is the same here: if there is nobody in the department, it means that everything is in order in the personnel sphere.





 The head of the OSP considers that the work which it actually carries out is equally necessary, that the movement of personnel in the factory has been put in order and that this question should not be dealt with by those who have quite enough to do without it, meaning the chiefs of shops. (Interview, 17.08.94.)


In the shops they consider that the new structure is relatively helpful. The reduction in the number of people in the shop led to a situation which should have been anticipated. One could only keep the minimum number of people required to maintain the production process with stable production and a constant volume of work. But when production is unstable, what would otherwise be the normal state of affairs only leads to additional problems. Even an insignificant revival of production leads to a situation in which everyone has to be mobilised, such as happened in one of the shops whose numbers had recently been cut by almost half. When the volume of production increased as a result of export orders, which now comprise 60 per cent of the entire production of the shop, it needed additional labour. Already in the autumn of 1994 the shop experienced a serious shortage of workers and, by the end of the year, it was short of 89 people having reduced the labour force by 102 people only in the spring. And this is the most interesting point. When there was still no work in the shop, four of the workers had been transferred to temporary work in another shop by the Department of Free Personnel. And when one of them had fallen ill, they all demanded a substitute in this same shop where, at this time, the volume of work had increased and to which the Department of Free Personnel had sent workers from other subdivisions. In the past this question would have been resolved extremely easily: if necessary, a telephone call from one shop chief to another was enough to get some additional workers or to get their own workers sent back. But now it is a real headache for the chiefs since they have to report vacant jobs and surplus hands to the Department of Free Personnel every day. Moreover, all of these figures are monitored by the OSP (one of the staff of the department visits a subdivision, assesses the amount of work and the demand for labour, not allowing any unjustified increase in numbers at the expense of other shops) and this all takes time and additional staff. (Interview with chief of the shop department of labour and wages, 12.10.94.)


The internal redistribution of labour is essential to the normal functioning of the enterprise. In Prokat the attempt to force it into an official framework led to a situation in the factory in which the redistribution of labour began to take place, as it were, in parallel. On the one hand, this was dealt with by the OSP, increasing the amount of paperwork that had to circulate between the subdivisions and the amount of time it took to get hold of the labour needed; that is to say, the OSP did a job which had earlier been done no worse, but without any need for additional expense. At the same time the managers, in order to speed up the process, often reached agreements directly with one another in the old way, by-passing the OSP.


The redundancy campaign has come to an end and with it there has been a substantial reduction in the number of internal transfers. People try not to change jobs unless it is especially necessary. In the opinion of the chief of the OSP this is connected with the fact that uncertainty about the future ties people to their jobs. In the event of a further round of redundancy, which may strike suddenly, as a rule it will be the newcomers who will be the first to go.


Today this department deals with all questions related to the transport of workers to the factory (which was traditionally handled by the personnel department) and prepares the documents supporting the various privileges of the factory’s employees. But its most important task today is the recruitment of specialists to the factory. Recruitment through the personnel department’s advertisements nowadays is ineffective. Many people respond but these are predominantly women and workers who do not have the necessary qualifications, neither of whom are wanted. Every day staff of the OSP select required specialists in the local employment centres and maintain links with the commercial labour exchanges.


So, free personnel could not be found since the employment policy conducted in the enterprise itself excludes their occurrence. Despite the substantial fall in the number of employees over the last few years, the company management tries as far as possible to hold on to them. In the existing economic situation such a policy suits both the enterprise management and the workers. The mechanism created to hold on to the skilled workers does not work as it was intended, but it carries out a whole series of no less important tasks. Now that there is some revival of the economic position of Prokat, and the factory finds that it needs additional labour and begins to recruit again, nobody remembers anything about the free personnel. But who knows how the economic situation will develop tomorrow? What solutions will be demanded by new problems? And maybe that which arose today will come to be needed tomorrow.








