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The breakdown of the Soviet-type planned economies in the late l980s came as a surprise. Geopolitically, the neo-realist discipline of the Cold War was lost and the competitive contradictions in the «free world» and the crisis of the societies inside the now former Eastern Europe became evident.

The path of reconstruction was unclear from the outset, not least in Russia’s case. With the political and social problems of all sorts which exist in the transformation proces, the policy of privatization of the state by the state was hazardous. The case of China was likewise of importance. In addition to the lessons offered by the capitalist developmental state of East Asia, the Chinese strategy offers a number of lessons in a comparative perspective
.

The mixed state-market relationship, or to use Alec Nove’s expression «feasible socialism», deserves more attention than it has received. Chinese socialism had more of a tradition for experimentation and voluntarism in agricultural development than was the case in Soviet Union. Paradoxically, the strong central state necessary for reforms was actually weakened in the case of the rural sector reform in China. The coastal regions were likewise allowed a greater degree of autonomy than was seen in the capitalist developmental prototypes of East Asia especially Taiwan which China probably has seen as model for its transition
. In con​trast, the reforms coming from above in the Russian case imply the need for a strong state, which, however, did not obtain in the immediate years after the dissolution of the Soviet Union because of the collapse of the political establishment.

The main purpose of the following is an attempt to explore the impact of neo-liberal globalization on labor markets and social welfare in Russia and China. The paper draws upon recent debates in the framework of comparative political econo​my over the impact of neo-liberal globalization on labor market regulation and adjustment
.
Globalization and labor markets
The recent changes in the international political economy are producing convergent shifts in industrial relations and intensify global competition and technological innovation. This process leads to more pressures for more decentralized forms of collective bargaining, more flexible employment contracts more ‘lean’ forms of work organization, as well as less legislative intervention in labor markets, worker protection, and incomes policy
.

Globalization is responsible for increasing income disparities by keeping wages low and by impinging on domestic labor markets through various channels: 1) By giving corporations a great deal more leverage or bargaining power over their workers; 2) by changing norms and institutions; 3) by undermining social support systems. In short, globalization forces economies to restructure
. 

The impact of these neo-liberal approaches and policies opens up for competition between workers and the prospects of ‘downward leveling’ in wages and work conditions
. International labor competition though is not a new phenomenon but has changed its form and become more intensive in tandem with the internationalization of capital and production. «First, international competition is now more direct because it occurs through actual job substitution; second, it is now also more extreme in that the workers involved have greater disparities in their wages, employment standards and political rights»
. The point is that earlier while competition between workers in the North saw labor gains through productivity-based bargaining, the latest version of globalization produces a «race to the bottom» for wages, working conditions and organizing capacities.
Catching-up strategies
This picture is to a lesser degree mirrored in Russia and China where the challenges of globalization in the context of the transition from a central planning system to a market-oriented economy have produced less leverage for organized labor both in terms of influence on industrial relations and on politics in general; declining union density, reduced job security, increased income inequalities etc.

The interesting point is that liberal and neo-liberal ideology converges with neo-conservatism on the particular important task of defending the interests of capital and business against perceived threats from labor and trade unions. In both post-so​cialist China and Russia it has been of immense importance to promote a docile la​bor force in order to achieve the overall objective of social stability and political order.
The core of the new «business class» in Russia was in the immediate years after the fall of communism dominated by semi-criminalized elements; inflation was tamed by holding back salaries to the tens of millions of needy workers, and other employees and pensioners in the state sector; a boom was promised for years by the Yeltsin regime but the economy continued to plunge and corruption and nepotism at the highest political level was seen everywhere; a parliament without real powers; a financial clique emerging out of the ashes from the old Nomenklatura and a new oligarchy came into control of real political power, and these two groups were the real beneficiaries of the annihilation of the state in Russia. These ‘endeavours’ were also partly the ‘touch’ of the neo-liberal «advice» of the US, the IMF, the World Bank. 

The social results are well-known. Russian society collapsed and the essentials for a decent existence eroded – from real wages, welfare provisions, education and health care to birth-rates and life expectancy. From safety in the streets to pro​secution of organized crime and what many in the West still call «reforms» – in a society which almost became dysfunctional.

These examples and many others show that there are major differences bet​ween the behaviour of the political elites of East Asia and Russia. In the latter case, a driving force behind capitalist reforms was opportunistic elements of the old nomenclatures that looked upon the demise of the old system as a path for self-enrich​ment and the establishment of a capitalist class. 

The crisis in Russia after the dismantlement of real-existing socialism led to a renovated search for «capitalists» and «capital» and soon a «forced» open investment regime. The reliance on the neo-liberal dictate of the IMF as an engine of growth resulted in a highly unevenly divided society with high levels of inequality. This created instability and a situation which Russia could not rely on. The breakdown of law enforcement and proliferation of private armies and protection rackets prone to ruthless gangland tactics was another factor shaking the social fabric
. Some estimates show that more than one quarter of the Russian economy is under the control of the Mafia. This illustrates the darker side and level of informalization of the labor market as well with huge implications for regulatory authorities. 

These patterns partly changed with the arrival of the new law and order go-vernment in 2000 where Putin took over from Yeltsin. His government has benefited from high oil and gas prices and income from exports of arms and the economy of the Russian Federation has made a marked recent U-turn. Although Russia has seen high economic growth rates it is almost exclusively an outcome of the depreciation of the Ruble after the Asian financial crisis and high oil world market prices. The profits have though in many cases been exported out of the country while foreign investors shy away from the Russian market which is seen as fragile and unstable.

Also in Russia nationalism has replaced communism as the dominant ideolo​gy as a commentator in rather sarcastic way notes: (Indeed, the beginnings of Russia's new official nationalistic culture are a continuation of 1970s and 1980s «village culture». Moscow's highly visible new sculptures by Zurab Tseretelli, for example, are commissioned by a key figure in a political system that has quickly and effectively established new spheres of influence that function under the parameters of the old client/patron system of informal political relationships that institutions policies only outwardly express. That figure is Moscow Mayor Yuri Luzhkov, who controls the city like a private fiefdom using traditional control mechanisms. He is helping to forge a new utopian vision based on nostalgia.

The leadership of the Communist Party in China is replacing socialism and political ideology with Confucianism and nationalism as the cultural matrix to mobilize or rather demobilize the workers. The renovation of nationalism has furthermore a huge impact on international competition, social justice, redistribution, and the view of social welfare entitlements.

Whether nationalism in both countries can play a vital role in restructuring the economy by making it more transparent, improve confidence and attack corruption remains to be seen. In China, the ongoing purges of party officials who are put on trial for corruption show a collective approach to neo-liberal policy restructuring and might have been an inspiration for Putin’s purge of the new Nomenklatura.

The situation in Russia is still unpredictable as witnessed by the former Labor Minister Alexander Pochinok who noted that 20 million people did not receive their salaries on time at the beginning of 2000, while only 4,2 million have yet to receive their salaries in January 2004. This combined with the attempt of establishing a series of export-processing zones with no tax and no regulations and without freedom for workers to organize labor unions clearly illustrates that the country now want to attract FDI with the same means as China have accomplished.

It is interesting in this regard to note that the state, although weak in the Russian case, still plays a determining role in terms of restructuring industrial relations and also the fact that there are less firm-centered welfare provisions mandated by law. The point is that these policies are condoned under the paroles of a new nationalist self-confident banner which have striking similarities with the Chinese shift in political state-sanctioned ideology.
Industrial relations
However, these observations also imply that China and Russia have become competitors and may rely on the same basic conditions and terms established by transnational capital. As Charles Gray, executive director of the AFL-CIO's Asian-American Free Labor Institute stressed some time ago
: TNCs «generally insist the host government suppress the right of workers to organize and join unions, even when that right is guaranteed in the country's own constitution and laws». WTO does not have a single rule that «covers the subsidies that transnational corporations get through pressures on Third World governments to permit 19th century-type exploitation of labor». These are the conditions which Chinese and Russian workers can look forward to in a situation where according to the measure of Gini index of inequality, Russia, at 45,6, finds itself in the company of the Philippines and Côte d’Ivoire while China, at 44,7, is squeezed in at the level between Armenia and Peru
. Furthermore, 10 percent of the China's richest people are enjoying 45 percent of the country's wealth, while the poorest 10 percent had only 1,4 percent of the nation's wealth. In comparison the top 10 percent of earners in Russia made nearly 15 times as much as those in the bottom 10 percent in 2004, up from 12 times the year before. In developed countries, the norm is less than five, said Christopher Weafer, chief strategist at Alfa Bank in Moscow
.
Industrial relations in the Soviet Union were not changed before Gorbachev introduced new forms of labor participation during the period of perestroika but did not have a real impact. It was not before Yeltsin came to that communist party organization at the factory level was replaced by greater union autonomy and later on in 1991, very much inspired by the ILO, tripartite partnerships between trade unions, employers and the state were promoted. A number of new unions became visible but it was as the caretaker of the old official party sanctioned union the Fede​ration of Independent Trade Unions of Russia (FITUR) which became the most important and biggest union in the new set-up. However, trade unions were too weak and fragmented to exercise any coordinated strategy and Russia’s flirt with tripartism and corporatism ended by the mid- 1990s. Although it became increasingly difficult to strike it has not ended industrial disputes. The high profile develo​pment of independent trade unions in the mining industry, where strikes have made the headlines, is not at all typical of Russia. Nevertheless, independent trade unions have tended to fade from the scene, and the traditional unions continue to hold sway and, on the whole, to retain their wide membership. A major reason is the continued, and even enhanced, role of the old trade unions as purveyors of enterprise welfare goods and services; «occupational welfare» has changed far less than state social policy
.

It all began with the elimination of price controls, the mass privatization of state assets, currency reforms, and a new labor code to permit greater flexibility. The new labor codes have promoted labor market flexibility by abolishing obstacles to dismissals and ending the old enterprise system of welfare benefits. What this reveals is a typical trade-off where the push for increased labor market flexibility and increased competitiveness are compelling the state to intervene in the market by pressurizing companies to cut labor costs and engage in more flexible labor practices. Yet, the fear of social unrest leads to greater reliance on informal norms and networks to ensure collective subsistence. In Russia, the intersectoral labour shift is facilitated by the relatively high level of turnover on the labour market. The gross job turnover ratio, defined as the sum of hiring and firing, rose steadily during 1995–2004 and reached around 60% of total employment in 2004, as against approximately 40% on average in East European countries at the end of the 1990s and much lower rates in OECD countries. Interestingly, most exits from firms are voluntary quits rather than dismissals. The relatively high level of employment flexibility in the private sector may appear surprising, given the rigidity of the Labour Code, but the code is not rigorously enforced. Moreover, the rapid development of «non-standard» contracts in recent years has further contributed to employment flexibility and reduced the potential frictions generated by exchange rate-induced job reallocation. It means that flexibility, including wage flexibility which is also remarkably high in Russia, comparatively speaking, is very high at the labor market
.

Following the financial melt-down of August 1998, real wages fell by 40 percent and made a real impact on labor markets. After sixty years of full employment, registered unemployment increased from 5,2 percent in 1992 to 13,3 percent in 1998 (with real figures about twice that size and an estimated 13 million jobs disappeared for good)
. These bleak features changes between 1999 and 2004 where GDP growth averaged 6,3 percent per year, industrial production increased by 7,2 percent per year, and real income by 7 percent per year. In spite of the success achieved, the level of economic development is still low. GDP per capita in 2003 was $4,060,77, several times more than China’s $1,262,59 per capita but with a much smaller population
. However, China’s combined GDP now exceeds Russia’s more than five times. What these figures don’t reveal is that there are still very low standards of living and widespread poverty. From 1992 to 2002 the number of poor people with income below subsistence level decreased very slowly from 33,5 percent to 25 percent. In fact, the economy in Russia has not yet reached pre-reform levels for GDP and other macroeconomic indicators.

The All-China Federation of Trade Unions (ACFTU) has moved from being entirely under the CCP’s grip to become more autonomous. It has been transformed into an organization which possesses the right to collective bargaining and a stronger advocacy role on labor-related issues. However the state and the CCP still exercise control and effectively constraints and in cases deemed necessary entirely prevent the independent articulation of worker’s interests in the political sphere and strikes are prohibited. New labor laws have ensured the right of the employer, whether in a state enterprise or a private company, to dismiss at will.

The Chinese government is promoting a high-speed, export-led growth model highly dependent on FDI. The country has become the largest recipient of FDI in the world, and the government has actively courted investment with tax benefits, infrastructure, and highly repressive and exploitative labor conditions. TNCs now account for more than 45 percent share of industrial output, greater than the 30 percent share of state firms This investment has been largely diverted from other countries, especially in East Asia, that had previously depended on it to cater their own export-led growth. China’s success thus poses a serious competitive threat to other peripheral countries. It is tied, for example, to growing economic strains and instabilities in South Korea and Mexico
. 

However, China is also losing more manufacturing jobs than the United Sta​tes. For the entire economy between 1995 and 2002, China lost 15 million manufac​turing jobs, compared with 2 million in the US, The entrance of China as major exporter based on increasingly flexible labor-market policies has been accompanied by a tremendous growth in the informalization of labor accompanied by petty crime, prostitution and menial labor. Urban joblessness, unheard of when the Maoist go-vern​ment provided cradle-to-grave employment, now averages around 8–9%. Reliab​le numbers aren’t available, but some estimate there are at least 19 million Chinese who are out of work; tens of millions more are unaccounted for by Labor Department.

In contrast to the problems in Russia in the period from 1985 to 2007, China seems to have traveled the «Market Socialist road», which can be interpreted as a variant of Taiwanese style capitalism. However, the prospects for Russia to replicate this perspective are problematic due to a number of reasons and contradictions
:

1)
The international environment is not as conducive to export-led growth as it has been in the past – a point related to the surplus production problematique and increasing protectionism. However, oil, gas and weapons exports are contradicting this trend.

2)
It will be difficult to obtain political legitimacy enabling state capacities to operate (the past experience weighs on the present).

3)
The market and not least the informal activities are weakening the capabilities of the state to fulfil its function of guiding the economy although again this might change with the introduction of new state parastals and the fact that the IMF and the World Bank are playing a diminishing role.

4)
The state has been robbed of its revenues through the privatization of public property and national enterprises – there are increasing tax evasion and economic criminality resulting in a specific type of mafia-capitalism and the emergence of a powerful informalization of labor and other markets.

5)
The political sphere has reemerged with an authoritarian trait and the state has in some cases increased its capacity of establishing the social arrangement conducive to economic growth but still remains weak in comparative perspective.

Seen in this light learning from the example of China are probably more strategically and ideologi​cally attractive than leaning towards the West. Here the sequencing was the reverse:

1)
Monopoly of political power was maintained;

2)
Liberalization of agriculture before industry;

3)
Retaining the capacity of revenue extraction;

4)
Maintaining a bargaining position toward foreign capital;

5)
State involvement in international trade issues;

6)
Experimenting with privatization of state enterprises although retaining the important industries under state ownership.

However, in China, the social costs of the economic reforms have been quite high. It is difficult to foresee the future, but it can nevertheless be said that communist regimes opening to capitalist mecha​nisms, in the East Asian case, have see-mingly been better poised to utilize state capacities than what took place in Russia until the introduction of Putin’s new economic nationalism.

In this regard it doesn’t make much sense talking about convergence neither in terms of labor market regulation nor in terms of socio-economic change in general. The dismantling of command economies together, with the steady erosion of communist-era labor codes, has produced some similar conditions for workers, firms, and trade unions in both China and Russia:

· decrease of organized labor power;

· declining union density;

· reduced job security;

· increased labor mobility/flexibility (an euphemism for insecurity);

· less firm-centered welfare provisions, and increased wage stratification.

As mentioned these similarities do not constitute evidence of convergence when one considers three additional factors: Post-socialist labor relations do not appear any more similar than was the case with industrial relations under state-socialism. Business and labor is still dependent on the state in restructuring industrial relations – although in the case of Russia change might come from below because labor unions in fact have more autonomy but are more fragmented, while in China the CCP exercises an almost monolithic power over a much better organized but less autonomous labor union movement, thus change must come from above because of the power of CCP
. Relatedly, despite the weakness of organized labor, the situation in Russia does provide space for some optimism in the longer term for a more united and autonomous trade union.
Labor in Russia and China share some basic problems partly as result of the export-oriented and market-friendly strategies of the governments. These include: weakness of organized labor as a political force, declining union density, greater reliance on local and informal strategies for survival among vulnerable workers, widening inequalities across sectors. However, there is also a growing middle class in both countries and segments of the labor force in strategically and economically important sectors which are much better of.

Perspectives
The major difference between Russia and China is that all economic systems rely on a state-society link – call it organic solidarity – this bond has eroded due to the destruction of the capacity of the state to maximize social justice, welfare and uphold a social contract by the IMF induced shock-therapy in Russia. This has not been the case in China where the CCP actually strengthened the role of the state and enhanced the social contract between society and state, but still both countries seem to travel the road towards less focus on full employment, redistributive transfer payments, and social services provision to the promotion of enterprise, innovation, and profitability in both private and public sectors
.
However, it is interesting to see that «Putin's geopolitical vision, which he explained to a dinner companion during his last visit to Brussels by drawing a map on a napkin. In that worldview, Putin grouped Russia and China together, while lumping his European hosts in with (as he put it) “your American cousins”. So doing, he mentioned in passing his view that the ongoing demographic Arabization of Europe was strongly analogous to the historical Africanization and contemporary Latin-Americanization of the United States population. Putin's candor in sharing this view suggests that he may possibly believe Russia should more closely emulate a variation on the Chinese “model” of political, if not also economic, maldevelopment»
.

Whether this will materialize remains to be seen! The real problem in Russia remains its weak regulatory capacities, the gap between commitment and resources, and the major problems associated with inefficiency, corruption and the mafia. If the government is able to cope with these problems it would have important ramifications for labor as well.





































� The author would like to thank Yi Dan, Jacques Hersh, and Victor Krasilshchikov for useful comments.


� Hersh A.J., Schmidt J. (eds.) The Aftermath of «Real-Existing Socialism» in Eastern Europe. L.: Macmillan, 1996.


� Johnson C. Blowback: The Costs and Consequences of American Empire. N.Y.: Henry Holt and Co., 2000. Р. 155.


� Cerny P. Political Globalization and the Competition State // Political Economy and the Changing Global Order / R. Stubbs, G. Underhill (Eds.) Oxford University Press, 2006. Р. 377–378.


� Cerny P. Globalization and the Logic of Collective Action // International Organization. 1999. Vol. 49. № 4.


� Rodrik D. Has Globalization Gone Too Far? Washington: Institute for International Eco�nomies, 1997.


� Southall R., Bezuidenhout A. International Solidarity and Labor in South Africa // Munck R. (ed.) Labor and Globalization. Results and Prospects. Liverpool: Liverpool University Press, 2004. Р. 128; from J.D. Schmidt. Flexicurity, Casualization and Informalization of Global Labor Markets // Ghosh B.N., Guven H.M. Globalization and the Third World. Palgrave, Macmillan, Houndsmill, Basingstoke, Hampshire, 2006. Р. 131.


� Winthers J.A. Power in Motion: Capital Mobility and the Indonesian State. Ithaca and London CF Hutchison: Cornell University Press, 1996; Brown J., Brown A. Organising Labor in Globalising Asia: An Introduction, in do (Eds.) Organising Labor in Globalising Asia. L.: Routledge, 2001. Р. 15. 


� Bienefeld M. Globalization and Social Change – Drowning in the Icy Waters of Commercial Calculation // Schmidt and Hersh. Globalization and Social Change. N.Y.: Routledge, 2000.


� Chomsky N. Deterring Democracy, Verso. London & New York, 1991. Р. 238–239, 250.


� Molchanov M.A. Russia and Globalization, Perspectives on Global Development and Techno�lo�gy. 2005. Vol. 4. Iss. 3–4. Р. 403; Human Development Report, 2006. (http://hdr.undp.org/ hdr2006/statistics/indicators/147.html)


� China Daily. 2005. Income gap in China widens in first quarter.  June 19; Arvelund E.E. For Rich and Poor in Russia, Gap Widens // New York Times. 2005. 27 April.


� Manning N. Social Policy, Labor Markets, Unemployment, and Household Strategies in Russia // International Journal of Manpower. 1998. Vol. 19. № 1/2. P. 57.


� OECD Economic Surveys. Russian Federation. Paris: OECD, 2006. Р. 84. (� HYPERLINK "http://www.stilit.com/ rus_2006.pdf" ��http://www.stilit.com/ rus_2006.pdf�)  


� Molchanov. Оp. cit. p. 416.


� World bank figures from 2006. World Development Report.


� Hart-Landsberg M., Burkett P. Thinking about China. 2005. (� HYPERLINK "http://mrzine.monthlyreview.org/mhlpb300705.html" ��http://mrzine.monthlyreview.org/ mhlpb300705.html�)


� Hersh J., Schmidt J.D. Dirigisme or Laissez-Faire? Catching-up Strategies in the Global System After the Demise of Soviet-Style Command Economies. DRS, Working Paper. 1996. № 54. DIR. Aalborg University. Denmark.


� Reports show that the All-China Federation of Trade Unions (ACFTU) has managed to set up workplace union branches at twenty-two Wal-Mart supercenters in China within four weeks. This has attracted the attention of the Chinese media, US newspapers, and the China Labor Bulletin (CLB). (� HYPERLINK "http://www.japanfocus.org/products/details/2217" ��http://www.japanfocus.org/products/details/2217�)


� Cerny. Оp cit. P. 379.


� Cutler R.M. Emerging Triangles: Russia-Kazakhstan-China // Asia Times. 2004. January 4.





404
30
31

