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The Directors' Attitudes towards Industrial Relations

in Russian Industrial Companies in the Framework

of the Transformation Process - Some Empirical Findings

Jochen Tholen
University of Bremen, Germany

WORC, Tilburg University, The Netherlands
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This paper is a result of a more comprehensive research project, which general theme was the

work and professional situation of the top-level executives in industrial companies. The more

objective, occupational and the subjective, social conditions involved in coping with the

management situation were to be studied with the (empirical) focus on the Federal Republic of

Germany' and Great Britain2 and the ex-Soviet Union (both as international control studies).

The main object of the control study in Russia was to check the contribution of the

political-economic and social-structural conditions to the work and professional situations of top

managers in industry and its consequences for the way they cope with, by a comparison with

the circumstances in the Federal Republic of Germany. In particular we were interested in the

expectations of the top executives concerning the introduction of a market society'.

One of the topics we were interested in was the position of the director in russian industrial

companies within in the internal company network, and here their meanings about the industrial

relations, especially about the role of the Council of the Work Collective and the possibility of

the staff to elect their directors.

'See Eberwein, Tholen: 1990

'See Eberwein, lholen: 1993

'rhe whole atudy will be published in June 1994 by Frankfurter Allgemeine Zeitung Publishers (Eberwein, Tholen: 1994).
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1. A short look at the soviet industrial relations

In the Soviet Union in the 1920s there arose a basic form of co-determination by the employees

in the form of the so-called worker control: staff committees checked and controlled the

production flow and its conditions.In the time following these functions passed over to State

organs of economic management (Andrejew, Gorjuschin: 1988, p. 163). This was linked to a

reduction of the rights of trade unions at the beginning of Stalin`s regime ( from 1929) and the

following disciplinary reglementation of work relations (1938 to 1940) which were only relaxed

after Stalin`s death under Chrustschow (Conert: 1988, p. 477).

At the latest since the end of the 1950s the necessity for basic changes in the economy became

evident and finally led to the economic reform of 1965. The aim of this reform which was to

change economic methods in industry, was only reached to a limited extent because there was

a lack of an extensive system so that in the end there remained only a patched-up job

(Andrejew, Gorjuschin: 1988, p. 164). Therefore the Soviet economy came into a phase of

stagnation for which the complete autonomy of the company administration in the face of the

staff was responsible. Looking back, Andrejew, Gorjuschin (1988, p. 176) write: " The

management system of social production which arose under these circumstances which was

basically a class system, lost the ability in time to organize the work of millions of people

effectively" .

The developments and tendencies we have mentioned here were the fundamental devices for the

process of reform which was brought in by Gorbatschow in 1985.

2. The Perestroika reforms

The re-acceptance of old conceptions of "Socialist self-administration" followed and included

the following aspects (Conert: 1988, p. 481 - 489):

From 1.1. 1988 it was possible to elect members of company management positions as

well as to elect the creation of a committee of the working collective;
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There was a new system of wages and premiums which linked the incomes to the

actual, collective as well as individual work performance;

The contract of the brigade which aimed at achieving more self-administration,

reduction in the despotism of management and thus gain an increase in work

motivation;

A general activation of Soviet trade unions.

We would like to enlighten upon some essential elements of these changes in industrial relations

a little more and if possible contrast them with our empirical material. Let us first of all look

at the election of directors.

3. The Chairmen's election by the staff - as seen by the managers

According to the "law of the State company (union)" from ist January 1987 the primary

function of the election is to improve management personnel as well as management in

general.In his opinion Gerchikov states 2 further essential functions of the election (Gerchikov:

1990, p. 54 f.): As a result of the election the collective gives the manager an advance amount

of trust which for his part puts him in the position of being able to make high demands on the

workers under him. This relationship of mutuality leads to a consolidation of the collective and

the manager. Furthermore a manager authorized by the collective is in a much stronger position

when he needs to fend off pressure from higher offices. It is remarkable that with all these

functions the election has really only an instrumental character and this is to lead to an increase

and effectiveness of company or economic performance. In contrast to this we cannot speak of

the election as being a basic principle of the democratic way of forming social and political

relations. This impression becomes stronger if we pursue the practical carrying out of the

legally prescribed elections.

1fie most discussed question in connection with this dealt from the very beginning with the

competency and consciousness of the subordinates who were to elect their superiors. According

to Gerchikov, Proshkin (1989, p. 60) there was the dominant view amongst managers that the
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staff was unable to judge their managers objectively because they had managed in a

fundamentally incompetent way and exclusively with their own interests in view. The journalist

Percevaja who has already been quoted spoke of what she often heard during her research

work: "The collective is still not mature enough for the elections" (Percevaja: 1987). She gives

examples for this that elections in different instances were "corrected" if not completely

prevented:

In the metal construction company in Zlatoust the workers put forwazd the name of the welder

A. Bogdanov but the manager A. Nacazov decided differently: Without any election at all he

ordered that the works manager was a person who was not at all mentioned by the workers.

Something similaz occurred in the electrical engineering company in Miass where the question

of the deputy director was to be decided. Seven candidates had been put forward in the

questionnaire. But the position was given neither to the first, nor the second nor the third. The

manager O. Kudravlev gave the position to someone whose candidature had not even been

discussed. The fact is that the results of the questionnaire did not meet Kudralev`s own

expectations.

On the other hand the press agency Nowosti found out that in 1987 a total of 30,000 managers

in industry and 6,000 in the building industry had been elected to their managerial positions

(Soviet Union Today, 6188, p. 36).

However on the whole the experiences with elections do not appear to be very positive. At least

in the meantime the election principle has been restricted to the extent that elections of

superiors by the working collective aze no longer prescribed in a compelling way

(LawrencelV lachouts ikos: 1990) .

This rather negative impression is also reflected in our interviews.

Only approximately 15~ of the managers we interviewed saw the elections in a positive way

and a part of this percentage only with modification that this was dependent on the intelligence

of the collective. For example there was the manageress of a textile company who supported

this view and said:
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"The staff know the director and in an emergency they can defend him in the face of State

officials" (R 19, p. 3).

The 859b majority of managers gave similar azguments as they spoke out against an election.

Amongst such managers were some who had been elected themselves by the staff. The most

common argument was that the director should have the good of the company in mind and

should therefore not be dependent on the collective. One manageress of another textile company

said:

"It is important that the managers are not dependent on the collective. In this case they would

not be good managers. First of all a manager must look for the good of the company and then

the good of the staff. Both must not necessarily agree with each other (R 12, p. 2 f.).

A director from the metal industry azgued in the same direction although not as polemically and

considerably more extensively. He said:

"Selected people have poor specialist qualifications. They submit to the staff and destroy

discipline. They proceed according to the motto: If I don`t disturb anyone, no-one will disturb

me. One example from my region: A selected director simply doubled the staff`s wages but

took the company to its ruin" (R 30, p. 5).

Several managers stated that the staff did not have the necessary competence andlor

responsibility for the election of the director. The following manager from light industry said:

"The staff is not competent enough to elect the director" (R 23, p. 3).

One director from the metal industry spoke in a very drastic way:

"The election of the director is a very silly idea. Someone who has never had or will have the

responsibility as director cannot decide about the work of the director" (R 15, p. 5).

The findings point to the fact that the election of company managers, if at all carried out, has

so far not been able to fulfil its expectations regazding the effectiveness of industrial

management and in future will not be able to fulfil these. Apart from all the inadequacies and
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opposition regarding the way the elections are carried out we cannot assume a priori that those

managers who are elected by the staff are inevitably better managers. The findings and

comments we have mentioned above mainly bear essence in themselves and cannot only be

dismissed as demands of the managers deriving from their interests. In our opinion it must be

taken into consideration that the interests of the company and staff, including the individual

members of staff are by no means always identical and this was mentioned several times by the

managers.

We feel that the fundamental mistake lies in the fact that the Russian reformers do not see the

election principle primarily as a political-democratic institution but rather as an economic-

functional instrument. This misunderstanding has almost inevitably led to the fact that the

elections in companies contribute neither to an effectiveness of management nor to a

democraticization of industrial relations in any considerable way.

4. The changing role of the trade unions from form the party's supporter at independent

interest groups- as seen by the managers

But to what extent have other elements referring to the concepts of "socialist self-

administration" possibly brought about an improvement in company working relations? Let us

look first of all at the trade unions:

At least before 1985 the trade unions played a less concontradictory role which was clearly

defined by the Leninist trade union movement and that the task of the trade unions was as the

straps of transmission for the party '. The trade union company committees were damned to

ineffectiveness and passivity when representing employees`interests S). In a similar way the

"Responsible production counsellors" were also ineffective and were more like an organ of

acclamation (Conert: 1988, p. 477 - 481). We must see the following comments by company

directors in this light and they saw the "consensus" always as the consensus under the

Detailed accounts regarding trade unions may be found amongat Horn (1983, p. 1007 - 1021) as well ss amongst Gregory, Stuatt (1990,

p. 218 f.).

In reply to this Huber (1983, p. 264) says " that the Soviet organization stcvcture demsnds a higher measure ofagreement or participation

ihan Western participation and makes a higher measure possible".
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dictatorship of the party. One director described the relations between management, the party

and trade unions as"the coexistence of three forces with nearly all matters of conflict settled

at the enterprise (quoted from Richman: 1965, p. 226);

Andrle stated:

"Enterprise managements, however, appear to accept union authority in resolving labour

disputes" (Andrle: 1976, p. 75).

Kulagin made it clear that this consensus was strived for to different extents by the managers.

From his own experience he wrote:

"I could not really understand those of my colleagues who complained that their managerial

rights had been curtailed:`I can`t give anyone a company flat or a bonus without the approval

of the trade union!`It seems to me that the director who tries to hand out flats, convalescence

permits or bonuses by avoiding the trade union is a poor director. Every director can and

should have his own opinion in these matters but he should win over the others for his opinion

by his conviction and by keeping to all the prescribed rules. He should not win them over by

usurping the rights of the elected organs of the employees" (Kulagin: 1983, p. 116 f.).

But which role do the trade unions play in the process of reform and which function shall they

have in future? We must firstly say that the trade unions had fulfilled their task of securing the

plan to a lesser and lesser degree (Rutland: 1990, p. 347). Neither had they succeeded in

channelling different mass strikes since 1988 (Rutland: 1990, p. 348). On the other hand so far

there have only been insufficient concretizations within the reform concepts about the future

tasks of trade unions. It is possible that the reformers give the company collectives greater

significance for creating new industrial relations than Conert assumes (Conert: 1988, p. 488 f.).

Besides those managers we interviewed had very vague and often contradictory conceptions

regarding trade unions. However one point was clear: Approximately 90qo of the interviewees

saw the future task of the trade unions as being in the representation of the interests andlor

social concerns of the workers. One director said:

"In former times trade unions did not protect the workers. In future they will have to take on

new tasks which are not sufficiently defined" (R 14, p. 6).
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One of his colleagues suggested that he would orientate himself according to the trade unions

in the West:

"The state trade unions in the USSR are nonsense. Of course in the USSR there must be trade

unions of Western calibre" (R 32, p. 6).

Trade unions were seen in different ways by managers as a possible motor of a further

development. One director from light industry described them vaguely by saying:

"If there were no trade unions nothing would change in the factories. Today`s trade unions

must change in order to be able to represent the interests of the workers. This process has

already started" (R 36, p. 7).

The director of a mechanical engineering factory commented in a more concrete way. He had

allied himself to a new trade union in the fight against the old powers. He said:

"I only work with the Ministry by contact ( in spite of the fact that it was a State company).I

had to build up a whole new production company. However I am supported in this by a new

staff. The new trade union plays a big part in this re-formation and i feel I am on the right

wavelength with the trade union. The company party committee and the company Komsomol

organization have less and less influence" (R 40, p. 5).

There was not one manager who held the view that the trade unions should support the

management in future in achieving the company aims! It is a remarkable finding if we consider

that up to now the primary task of the trade unions has been to achieve this. One manager from

the metal industry said:

"Trade unions have so far been misused to force the staff to work more. But today they annoy

me" (R 15, p. 7).

By looking at the second part of this quote we would like to move on to the theme of the "trade

union opponents". One tenth of the interviewees held the opinion that the trade unions in the

present situation were superfluous if not harmful. One textile manager said:
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"We don`t need any trade unions in our country; they are a useless organization. Trade unions

in the West protect the employees from the employer but what should they do in socialism?"

(R 16, p. 6).

Apart from this argument which appears to us to be looking backwards, there is precisely the

opposite view amongst new entrepreneurs that trade unions only interfere with the creation of

an uninhibited capitalism. In his most frequently quoted examination Radaev comes to the

conclusion that there are no trade unions amongst the new entrepreneurs but instead there is the

principle of hiring and firing. On the other hand these entrepreneurs get a better salary and as

a rule better working conditions (Radaev: 1992, p. 11 f.).

5. The work collective (works council) - as seen by the managers

This view seems just as inappropriate as the one mentioned before. However before we

conclude it is necessary to take a short look at the council of the work collective which in one

way is counterpart to the German works council.

As we have already mentioned the council of the working collective came formally into being

as a result of the new company law of 1987 and was put into more concrete form as a result

of a recommendation for the elections of 1988 (Conert: 1988, p. 483). Therefore this institution

obviously took the place of the previous forms of company interest representation the union

company committees and the "Responsible production councils" (Conert: 1988, p. 478 - 480).

However the legally planned functions and forms of the council of the working collective have

remained in many ways strangely vague and unprecise (Conert: 1990, p. 151 - 153).

Gerchikov ( 1990, p. 51) describes three possible versions of the council of the working

collective:

In the first version the council is an organ of counselling and consultation for company

management which submits the opinions of different social groups within the company to the

company decision-making instances. The second version sees the council as a selected organ of

representation for the staff which is allowed to make decisions in questions essential for the
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staff and which at the same time authorizes management to carry out operationally and

tactically the decisions.

Finally in the third version the council is part of a collective management, or rather a co-

operative management gremium which makes strategic as well as tactical decisions and which

sometimes leaves the operational decisions to the actual management.

In Gerchikov's opinion version 1 dominates in company practice whilst legislation is oriented

towards version 2. We cannot agree to the latter completely because within the law it is not

only the precise description of the tasks but also the personal composition of the council which

is left open. Thus it is quite possible that the manager is at the same time chairman of the

council.

One other version of the council of the working collective is mentioned by Komozin (1990, p.

68): It is seen as an organ which represents staff interests in the face of management whereby

the chairman does not necessarily need to come from management and may come from the

staff.

The different versions show that basically the role and function of the council of the working

collective is just as unclear as that of the trade unions. First experience and results about the

councils must therefore be seen with corresponding reservations. Komozin ( see above) reports

from an empirical examination in 30 companies in Moscow according to which only a small

minority of interviewees stated that the councils functioned effectively. In contrast the councils

very often did not exist at all or they remained passive.

In our examination there arose a very mixed picture from managers of the councils: Half faced

this institution in a negative way whether it was because they found it superfluous for trade

unions to exist or whether it was because they feared a possible germ of stirring up

dissatisfaction within it. However the other half considered the council to be meaningful, either

for the support of the company management or for the representation of staff social affairs. Not

one manager wished the council to be purely an organ for representing staff interests. A more

extensive interpretation of these findings is not possible as a result of the rather blurred

definition of the tasks, functions and form of the council of the working collective.
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6. Conclusion

If we try to make a summarizing evaluation of the state and perspective of industrial relations

in Russia in their significance for managers then we may state that the situation is extremely

unclear intricate. As we have shown, even the legal pre-conditions for regulating industrial

relations are not clear-cut and open the doors to different interpretations. It is even more

difficult when we evaluate implementing these regulations. There are no secured empirical

findings so that we must limit ourselves to the descriptions already given above. A comparison

with the regulation of industrial relations in England and Germany is also not meaningful in

this case. But we may finish with our general impression: It seems to us that many Russian

managers have systematically underestimated the value of stable industrial relations through

staff participation and employee participation in general. This is in contrast with most of their

German colleagues 6. It remains very doubtful in the face of this circumstance and half-

heartedness of the legal reforms whether the present concept for reforming industrial relations

can make the desired and crucial contribution towards re-building the economy and society.

See Fbetwein, Tholen (1993, p. 210 - 231) regarding the regulation of industrial relations in England and Genrnany
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