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Foreword

This volume brings together studies on the dynamics of trade union-
ism in three country groups: Russia/Ukraine, China/Vietnam and
Poland /Hungary/Slovakia. What binds them together is the fact that
these countries embarked on a transition from command to post-so-
cialist market economies, even though they did this in different intensi-
ties and with disparate political governance structure. While one group
(Poland / Hungary/ Slovakia) took »shelter« in the EU and framed their
political and economic reforms in following guidelines from the West,
another group (Russia/Ukraine) set off for a development course of its
own; a third group (China/Vietnam) went for a dichotomous strategy,
stepping with one foot into the world of market economies while leav-
ing the other in the past of party-state regimes.

Trade Unions were in the midst of all these reforms. The country
reports analyze on how they were coping with leaving the past of play-
ing fiddle to the party-state as transmission belts behind and adapting
to the challenges which arise from capitalist markets, in which unions
represent workers interests in collective bargaining.

To develop a common framework for analysis (see for this the intro-
duction), authors were invited to a writers workshop to St. Petersburg
in June 2015. For the »larger« economies of the country groups (Russia,
China, Vietnam, Poland) it was found valuable to have more than one
report available while in the other cases authors were tasked to cover
all dimension of transition »in one stroke«.

The case of the German Democratic Republic (GDR) was not in-
cluded in the original project design but added later. Transition pro-
cesses in the GDR and the reunification with the Republic of Ger-
many were certainly unique and can hardly be used for comparative
purposes; the »survival strategies« of GDR unions, exemplified in this
book in the case of the IG Metal (East) and the integration of labour
relations of the east into labour relations of the west are nevertheless
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important for the understanding, to what extent a structure from the
west can be superimposed to the east and become a story of success
or failure.

We are grateful to all who have contributed to this project and
helped to shape this book with their presentations, inputs and discus-
sions. We express our gratitude to the Friedrich-Ebert-Stiftung (FES)
and here in particular the FES Global Trade Union Project for providing
the financial resources for this publication.

The Editors



Trade Unions in Transition:
From Command to Market Economies

Rudolf Traub-Merz and Tim Pringle

Labour relations lie at the core of social transitions. This was the case
when agrarian societies industrialised, when industrial societies turned
into service-based economies and more recently when command econ-
omies transited to market-based »post-socialist« economies. While the
context, speed and spatial limits of transformations vary, they are all
characterised by struggle as existing social relations are confronted
with the possibility of being replaced - or at least re-arranged.

Transition from command economies to market-based »post-social-
ist« economies has frequently been framed as a double transition: the
return of private enterprise alongside the democratic model of political
governance. Both arenas of change are joined in theory by a commit-
ment to the application of competition rules as the key mode of allocat-
ing economic and political resources.

The experience of the past three decades has proved the »double
transition« to be an inadequate model, even as an ideal-type. Instead
we can see three distinct models emerging, connecting economic and
political governance in disparate modes.

A. New members of the EU: central and eastern European countries
that completed transition at economic and political levels as a pre-
condition of EU membership. Eastern Germany may be regarded as
a special case in this group.

B. Countries of the Commonwealth of Independent States (CIS) that
have remained under Russian influence. Economic and political
transition became mired in the trauma of the Chicago School-in-
spired »big-bang« approach to economic reform and privatisation.
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Formally, political systems developed democratic-pluralist elements
but remain under significant constraints - some new, and some in-
herited from the pre-reform era.

C. China and Vietnam: Transition policies concentrated on economic
reform but at a political level, the one-party state remains intact.

As a core social relationship in the process of transition, labour relations
are central to all three cases and manifest themselves in different and
changing forms. For example, in central and eastern European coun-
tries that have joined the EU, trade unions are striving to reproduce
- more or less - the »classical« role assigned to them in capitalist econ-
omies: fixing the price of labour and lobbying for pro-labour legislation
in the development of social policies. In China and Vietnam, Party-led
trade unions have struggled to meet the challenge of economic transi-
tion by experimenting with localised reform projects. These pilots are
constrained by authoritarian governance and concomitant political fear
of the potential for a »second trade union« to emerge out of ever-pres-
ent labour unrest. In the CIS countries and Russia, various forms of
social partnership between traditional trade unions and the state have
succeeded in ensuring that new trade unions remain weak alternatives
to the ongoing dominance of traditional albeit repackaged trade union
organisations.

Using our labour lens to deconstruct the political economy of each
of the three country clusters is necessarily a complex undertaking. The
co-existence of an emerging and dynamic private economic sector
alongside a restructuring and shrinking - more or less - state sector
generates elite competition for resources that renders the state both a
site of contestation and a force in contestation. Across all three coun-
try groups, the state retains the function of regulating the terms and
conditions of the capital-labour relationship (Jessop 2002: 45) and has
developed legal and political frameworks accordingly. The social forces
that determine these processes of transition have in turn been compli-
cated by inter-union rivalries and forms of labour resistance that have
on occasion been massive but have sometimes manifested themselves
outside the organisational shelter of unions.

Four levels of comparative trade union transition and institutional
integration in the new social relations have been distinguished as an
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analytical compass to guide the contributions in this volume through
the categories and inevitable grey areas that exist between them.

(i) Trade unions and the state: transition from »transmission belts«
to autonomous organisations representing distinct interests. Le-
gal, organisational and political autonomy of trade unions from
the state enabling them to side with workers and become inter-
est-based.

(ii) Internal governance: transition from hierarchical non-democratic
systems of governance to membership-based accountability based
on election of representatives, union dues and self-financing.

(iii) Economic role: transition from the administration of social insur-
ance and welfare distribution to participation in collective bar-
gaining and wage setting across the labour market.

(iv) Conciliation and conflict: transition from a framework of integrat-
ed interests negotiated via conciliation to one of opposing inter-
ests negotiated via collective bargaining and organising of strikes
and actions short of a strike. Ending the role of conciliator and
becoming instigators of conflicts.

Readers may question the absence of social dialogue as a fifth dimen-
sion for assessing transition. However, while participation in national
tripartite meetings and the concomitant »seat at the high table« that
this implies is sometimes indicative of the influence of trade unions on
social relations, institutions of social dialogue should not be conflated
with an autonomous manifestation of the forces of organised labour. To
do so would be to ignore the structural configuration of trade unions.
On one hand, union participation in tripartism may indeed be a conces-
sion extracted by organised labour arising from an ability to mobilise
committed union members in episodes of (class) conflict that compro-
mise the interests of capital or the state - or both. On the other hand, a
trade union may be granted participation in social dialogue institutions
such as tripartite negotiations that require it to forfeit any role as an
agent of conflict; in other words, precisely the reverse conditionality.
Such was the case in the Soviet state socialist environment and such is
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the case in China’s »market socialismg, in which participation in tripar-
tite dialogue is the outcome of the trade union’s relationship with the
ruling party rather than working class power. Social dialogue without
reference to the independent use of conflict power is not a feature that
may distinguish unions in state-socialist societies from their environ-
ment in market-based systems.

Outlining these analytical dimensions for the purpose of assessing
trade union transition does not give us much of a clue concerning either
the course of transition or its final outcome. Even if we assume that
»Eastern unions« tried to re-establish themselves as copies of »Western
unionsg, there was more than just one »Western« model to pick from.!
The lack of homogeneity in the process of transition requires empirical
case studies - which is exactly what we provide in this volume.

In a one-party-state environment, unions enjoy a legal monopoly,
which can be done away with in one fell swoop. The arrival of politi-
cal democracy opens the gate not only to political party pluralism but
equally to union pluralism. Workers’ representation can be set up in
such as way as to introduce competition into inter-union relations. From
here, there are different ways to go. Unions may want to re-establish a
monopoly, this time not based on legislation or the power of the state
but on a voluntary agreement between themselves. The legal monopo-
ly would be substituted with a political monopoly, bringing forward a
unitary union system. While this may be seen as the best way to reduce
competition on labour markets, the more likely way after decades of a
party-state-enforced monopoly is to revive pluralism and foster trade
union competition.

Trade union pluralism can exist at the workplace level, within en-
terprises, at branches or the central state. While at lower levels it coins
the system of collective bargaining, at the higher or central state level it
becomes linked to the political party system.

Political democracy is mostly accompanied by trade union pluralism
and political party competition can foster rivalry between trade unions.
The competition for members, influence and recognition may take place
between a »repackaged« traditional trade union and new »alternative«

1 VanKlaveren, Gregory and Schulten (2015) distinguish five different types of European capi-
talism and labour models alone, namely, the Nordic, Central, Western, Southern and Eastern
European models.
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unions; between newly established unions; or indeed both. Inter-union
rivalry can be ameliorated via voluntary agreements between trade un-
ions that can also lead to some form of unitary union system, although
such an outcome is exceptional. The more common scenario may be
a system in which trade union pluralism exists at the workplace and
is instrumentalised through collective bargaining, while higher unions
form close alliances with political parties.

However, when political party pluralism and trade union pluralism
marry, it does not provide ideal conditions for trade unions to work to-
gether coherently or for workers to unite in solidarity. Indeed, the sce-
nario of one party-union alliance confronting an opposing party-union
alliance may be seen as the worst case for the regulation of state-union
and inter-union affairs as trade unions are locked into a proxy war with
rival trade unions fought on the territory of multi-party elections. The
history of unions in Poland is a case in point. For unions, retaining or-
ganisational autonomy from political parties has emerged as a major
challenge following the introduction of liberal democracy.

Another major challenge is internal governance and democratic
accountability. Trade unions that have operated in one-party states
throughout most of their histories do not have traditions of accounta-
bility to members via elected representatives or the fostering of union
financial independence via members’ dues. The form of union organ-
isation in state-socialist societies was democratic centralism that ex-
hibited a default tendency for decision-making to travel in a top-down
direction and funds being provided by the state, further weakening
primary enterprise-level unions. If rules on internal democratic gov-
ernance are introduced, the union hierarchy is turned around. Elec-
tions relocate organisational power downward and provide lower
ranking unions with the opportunity to retain a higher share of mem-
bers’ dues for themselves, or to opt out and end their affiliation. Ordi-
nary members can do likewise. Once political reforms are introduced,
union members have often - but by no means always - responded to
any lingering manifestation of »unacceptable« practices by voting
with their feet.

Fragmentation of unionism and the financial collapse of the central
trade union layer were realistic scenarios when transition set in, giving
room to speculation that trade unions might only survive at enterprise
level. It is hardly surprising that the immense wealth - in particular, real
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estate assets - with which the party-state had endowed the union appa-
ratus to execute their welfare role became a flashpoint for inter-union
conflict. In some countries, a »fair« wealth apportionment between old
and newly established unions was implemented; in other cases, the legal
successors of the former party-state unions managed to retain their »in-
heritance«. This in turn allowed them to compete with new rival unions
and fund their affiliates. In all cases, the ultimate arbiter of trade union
property rights was the state and this provided post-socialist govern-
ments with important leverage and influence over the direction of trade
union reform and, by implication, social reform in general.

Enterprise-level trade unions in state-socialist societies have his-
torically been weak. They were largely pre-occupied with ensuring the
enterprise met production targets and the distribution of often scarce
welfare. Following the re-emergence of private enterprise and capital-
ist labour relations, these unions were confronted with having to or-
ganise strikes either in defence of labour rights or in support of collec-
tive interests through collective bargaining.

The right to strike legitimises collective bargaining as an instru-
ment of industrial relations and the capacity and willingness to organ-
ise strikes are key determinants of the amount of pressure a union can
exert on the labour market. It is scarcely surprising that given their his-
tories, former party-state unions have found participation in collective
bargaining and organising strikes a profound challenge as such activ-
ities represent the opposite of their traditional role. Cases of former
party-state unions successfully using strikes in support of collective
bargaining are rare and the result has been a glut of collective agree-
ments that have been bargained in name only. Many go no further than
minimum legal requirements and the legitimacy of the unions that sign
them is profoundly undermined.

Strikes were usually organised by newly established unions unfet-
tered by a tradition of party-led trade unionism in a one-party state. In-
deed, in famous cases, strikes went far beyond localised conflicts over
collective agreements and were key to ushering in a new union system.
The Gdarnisk shipyard strikes in 1980 led to the founding of Solidarno$¢
in Poland. The miners’ strikes in Siberia and eastern Ukraine in 1988-
1989 are testimony to the fact that overhauling a party-state based trade
union system cannot be reduced to an administrative act but is rather
the outcome of labour conflicts themselves.
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The right to strike itself is not always straightforward - in some
countries it is legislated as an individual right, whereas in others it is
enshrined in trade union law. In the final analysis, it is not the right
itself that is of paramount importance but rather the practice of un-
ions in using it and the bureaucratic barriers that governments erect
to prevent legal strike action. When authoritarian governments use
repressive legislation to impede strikes, ban them or use the Criminal
Code to punish strike leaders, unions and strikes become separated as
the former are unlikely to organise the latter in such circumstances.
But labour conflicts do not vanish but rather become wildcat actions,
taking place without the involvement of trade unions, and sometimes
outside the law.

China and Vietnam are the living examples of this today. The arrival
of the market economy ended the job-for-life guarantees and access to
welfare that was known in China as the »iron rice bowl«* and the con-
comitant establishment of capitalist labour relations has generated a
rise in collective labour conflicts mostly over wages and social insurance
issues. In both countries, such wildcat action has sometimes served as
a catalyst for official experiments in collective bargaining and trade un-
ion elections, even as the latter have rarely moved beyond a mediating
role and the constraints of allegiance to the ruling party. The Chinese
and Vietnamese unions are thus caught in a dilemma: they cannot pre-
vent strikes without open confrontation with their own members; and
they cannot engage in strike action without undoing their party state-
dictated conciliation role. This duality that characterises the trade un-
ion systems of authoritarian post-socialist states can also generate sus-
picion as one-party states have a tendency to regard the trade union
federations over which they exercise leadership as a possible source of
institutional and organised opposition. Vietnam is experimenting with
anew form of industrial relations pluralism, without formally accepting
»freedom of association« as an organisational principle. The practice of
strikes is de facto claimed by »informal« industrial relations, which are
allowed to play their role outside the legal framework.

Moving beyond the authoritarian regimes of China and Vietnam to
countries that fall into country categories A and B in our framework,

2 The translation of the Chinese term used to refer to an occupation with job security, as well
as steady income and benefits.
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this volume also demonstrates that the challenges trade unions in tran-
sitional societies have faced - and continue to face - are not restricted
to the fixing of a price for labour and decent working conditions. They
go to the heart of state politics and the messy business of political al-
liances aimed at securing wider political rights: to organise, demon-
strate, publicise, exercise solidarity and participate in all aspects of so-
cial relations. Or at least not having these rights rolled back. In these
endeavours, unions established in the heat of militancy and strikes may
adopt a more principled position against authoritarian tendencies but
find themselves faced with the classic union dilemma of securing sus-
tainable members’ support for difficult political goals.

And what role did - and do - external forces play in the formation of
post-socialist societies? Central and eastern European countries found
guidance and shelter in the EU, despite having to meet stringent and
myriad conditions to gain membership. To various degrees they have
found themselves on the path of the aforementioned »double transi-
tion«, guided for better or for worse by the European Union’s new mac-
ro-political and macroeconomic framework.

Indeed, many unions also looked to the West. Most of the post-Sovi-
et trade unions became affiliated to the Global Union Federations and
the International Trade Union Confederation (ITUC). But the demise of
the Soviet model has changed the fundamentals of the organisations
from which solidarity and help were sought. The fall of the Berlin Wall
empowered the forces of market fundamentalism and under ideologi-
cal, institutional and economic attack Western unions lost influence and
impact just at the time when their support for the »Eastern newcom-
ers« was most needed. Clearly, international trade union support did
not meet the expectations of many union activists in the post-socialist
countries. Much of what the West had to offer to unions came through
governments and multilateral institutions and was geared towards in-
stitutionalised social dialogue and eschewed organisational autonomy
that pursued and defended collective class interests through conflictual
methods.

The outlines of the contributions in this volume were agreed during
a writers” workshop in St Petersburg in June 2015. It was clear from the
beginning that a tight corset could not be applied for analysis as the
course of trade union reform and the political frame within which it
continues to take shape differ strongly and no uniform approach has
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been followed. The classification into the three country categories,
however, proved valuable in helping authors focus their views on spe-
cific aspects.

The GDR case study was not part of the book’s initial remit and en-
tered the fray at a later stage. Transition processes in the GDR and the
reunification with the Republic of Germany were certainly unique and
can hardly be used for comparative purposes. Nevertheless the »surviv-
al strategies« of GDR unions, exemplified here in the case of IG Metall
(East) and the integration of the labour relations of the east into the la-
bour relations of the west are nevertheless important for understanding
the extent to which and how successfully an existing structure in the
west can be superimposed on the east.

References
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Trade Unions in China’

Tim Pringle

1. Introduction

The All-China Federation of Trade Unions (ACFTU) is a gargantuan or-
ganisation of almost 300 million members. It operates under the leader-
ship of the Communist Party of China (CPC), an arrangement reinforced
in law. As the only legal trade union in China, it has not faced competi-
tion for members from an alternative trade union since the founding of
the People’s Republic of China in 1949. Workers have not won the right
to organise trade unions independent of the ACFTU, the right to strike
is not protected in law and there is no recognisable system of legally
supported collective bargaining.

However, this authoritarian picture should not be conflated with
working class passivity. The ACFTU - and by extension the CPC - has
faced six waves of widespread labour militancy (Sheehan 1998; Pringle
2013) that have implicitly challenged its legitimacy as an authentic trade
union. Indeed, the »challenge of labour unrest« (Pringle 2011) and con-
comitant issues of trust and representation constitute major aspects of
the »challenge of transition« to a market economy that trade unions
face in post-socialist countries (Pringle and Clarke 2011). In this chap-
ter, I argue that, despite important pilot projects (see Chan and Hui
on union elections in this volume), the ACFTU remains separated from
its members’ collective interests and reluctant to embrace a systematic
programme of reform aimed at improving its credibility in key areas
of trade union work. These include an ongoing dependence on man-

1 This chapter draws on and updates material from my two books on the same subject, name-
ly, Trade Unions in China: The Challenge of Labour Unrest, published in 2011 by Routledge,
and the relevant sections of The Challenge of Transition: Trade Unions in Russia, China and
Vietnam with Simon Clarke, published by Palgrave in 2011.
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agement in the workplace; a reluctance to promote an institutionalised
and participatory system of collective bargaining; and a refusal to or-
ganise or even defend strike action. In mapping out how the ACFTU is
structured and operates, I will highlight three barriers to trade union
reform in China: the pressure both to represent the working class and
to implement CPC policies; the absence of freedom of association; and
a continued lack of trust on the part of the Chinese working class.

The chapter is organised as follows. Section 2 presents a brief his-
torical overview of the role of trade unions in China, with a focus on
the market reform era since 1978. This is followed by Section 3, on the
structure of the ACFTU, recent trends in membership and its organisa-
tional principles. Section 4 discusses the framework of labour-related
laws in which the ACFTU must operate. The final section (5) discusses
how a combination of economic strikes and the emergence of organisa-
tions to assist workers has presented challenges to the ACFTU. Indeed,
the combination may have generated the crackdown on labour NGOs in
2015. This chapter is also intended as a context for the accompanying
chapters in this volume on trade union elections (Chan and Hui) and
trade union strategies in the automotive sector (Zhang) in China.

2. The ACFTU Pathway
2.1 Early Debates on Union Autonomy

While independent trade unions have been consistently prohibited by
the CPC, the extent of trade union autonomy from the Party has been
the subject of debate at important junctures in the Republic’s history.
The paradox of autonomy under a Party-led trade union in a one-party
state was personified by Li Lisan during the early 1950s. As both min-
ister of labour and acting head of the ACFTU, Li Lisan was responsible
for drafting labour policy and regulations for the new republic. Per-
ry (1997: 45) argues that the results of his work - which included the
Trade Union Law (1950) and Labour Insurance Regulations (1951) - were
an important influence on the emerging social relations in the »work
unit« (danwei). During the full nationalisation programme launched in
the First Five Year Plan (1953-1957) all urban workers were assigned to
such work units. In the lexicon of the CPC, these workers were deemed
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»masters« of the state-owned enterprises (SOE) that operated under
the umbrella of work units and enjoyed secure employment, as well as
relatively high levels of welfare compared with other developing coun-
tries (Weil 1996). It was precisely this »iron rice bowl« that the CPC
dismantled in preparation for joining the World Trade Organisation five
decades later.

Differences of opinion over the role of trade unions in general and
workers’ strikes in particular emerged during the first years of the new
republic; a time characterised by high hopes and militancy among work-
ers in both the expanding state sector and the shrinking private sector
(Sheehan 1998: 23). Liu Shaoqi was elected chair of the CPC’s Standing
Committee in 1954. In his role as a Party theoretician - and rival to Mao
- he wrote the Report on the Trade Union Question in which he argued
that »all problems that arise can be solved without recourse to strike
action« (Liu Shaoqi 1988: 398-399). In contrast, the aforementioned Li
Lisan argued that strikes were a way of preventing the long-term con-
solidation of pro-capitalist forces (Li Lisan cited in Xu 2003: 17-18).

These differences resulted in frequent shifts of position on the
part of the ACFTU, ranging from enthusiastic support for workers’ de-
mands to support for a strengthening Party line against autonomous
working class militancy. In October 1951, the Party’s response was to
purge the leadership of the ACFTU and stamp out the development of
potentially syndicalist tendencies that emphasised trade union auton-
omy and power. In the wider political arena, a series of campaigns was
launched? aimed at putting capitalists on the back foot and institution-
alising worker participation in management at enterprises; in effect, to
prepare the economy for full nationalisation and the attendant indus-
trial peace it was supposed to induce. These campaigns gave an official
impetus to the labour movement even as they brought it firmly under
Party control through the ACFTU as the new leadership consolidated
its role as »transmission belt« tasked with transmitting CPC policy to
workers and the views of workers to Party leaders. This often left union
cadres between a rock and a hard place as the contradictions of imple-
menting CPC policies and representing working class interests began
to make themselves felt. At the Seventh ACFTU Congress in 1953, enter-

2 The Democratic Reform Movement, the Three-Anti and the Five-Anti Movements (see Shee-
han 1998).
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prise-level union officials were heavily criticised for »economism« - in
other words, prioritising wages and living standards above political and
economic development. Some workers later pointed to this Congress as
the point at which the ACFTU »lost their guts« by formally abandoning
claims of autonomy from the CPC (Workers’ Daily, 21 May 1957, cited in
Sheehan 1998: 13).

2.2 Unions and the »Great Proletarian Cultural Revolution«

By the end of the 1950s, an anesthetised trade union system had been
established in which the ACFTU acted as a compliant pillar of CPC rule;
it devoted much more effort to explaining Party and management pol-
icy to its members than transmitting the wishes of its members up the
transmission belt. As far as most trade union members were concerned,
the union was a »labour bureaucracy« that allocated social and welfare
benefits and emergency material assistance, much of which was in short
supply (Pringle and Clarke 2011: 10).

However, any sense of bureaucratic inertia was blown apart by the
»Great Proletarian Cultural Revolution« (hereinafter »Cultural Revo-
lution«). The »ten lost years«, as they are now referred to in the official
Party history, lasted from 1966 to 1976, although the power struggle at
the heart of this tumultuous period was effectively settled at the Ninth
Party Congress in 1969. In essence, the Cultural Revolution was a fight
about China’s rate of progress towards »communism« and who should
lead it. It was also an important period for the Chinese working class,
as some sections took the opportunity to organise for improved wages
and conditions.

The Cultural Revolution began in the summer of 1966 with Mao'’s
astonishing appeal to students to »bombard the [party] headquarters,
as he launched a struggle to regain control of the Party - lost following
the Great Leap Forward® - and eradicate its leadership (Karnow 1972:
195). As students split into »conservative« and »rebel« groups of (some-
times armed) Red Guard factions, growing working class participation
in the Cultural Revolution prompted a response from the People’s Lib-

3  An attempt to »catch up« with Western levels of industrial output — notably that of the
United Kingdom - within 15 years.
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eration Army (PLA) and »troops moved into factories and rural com-
munes to supervise industrial and agricultural production« (Karnow
1972: 297; Leys 1977: 189-195). As the balance of power between armed
»conservatives« and »rebels« ebbed and flowed, China edged towards
civil war. Eventually, Mao pulled back and threw his weight behind the
army and tripartite Revolutionary Committees made up of cadres from
the Party and army, as well as leaders from Red Guard organisations.
The Ninth Party Congress in 1969 established a new party structure
(Karnow 1972: 277-278) that virtually ignored trade unions. It was only
with Mao’s death, the arrest of Cultural Revolution leaders known as
the Gang of Four and the cautious but in retrospect epoch-changing
market-reforms that the ACFTU re-emerged as a player in China’s in-
dustrial relations.

2.3 The Challenge of the Market

The unions returned to the fore of labour politics in China with the
contradictions of their dual role as representatives of working class in-
terests and implementers of Party policy in the workplace intact. The
old arguments over autonomy re-emerged but this time in a very dif-
ferent environment from that of the 1950s. Instead of a march towards
full nationalisation of the economy, as stipulated in the First Five Year
Plan, the market-orientated reforms announced by Deng Xiaoping in
1978 were the first steps in the opposite direction. The »Household
Responsibility System« permitted peasants to sell »surplus« crops in
private markets. In the urban areas, new hires in state-owned enter-
prises were subject to time-bound contracts by regulations introduced
in 1986. As the reforms deepened, pressure to dismantle the »iron rice
bowl«, which served as the material basis for urban social relations un-
der »state socialismg, (Clarke and Pringle 2009) increased. These rela-
tion were replaced with capitalist labour relations, which were partly
disguised by the CPC’s rhetoric of the »socialist market economy«. In
contrast to the dramatic events in the former Soviet Union (see chapters
by Traub-Merz and Traub-Merz and Gerasimova in this volume), this
was a relatively gradual process, as the CPC strove to ensure that the
river of market reform would be crossed »by feeling for the stones« (mo
shi guo he).



26 Tim Pringle

The now famous Third Plenum of the Eleventh Congress of the CPC
was convened in December 1978. The controlled introduction of mar-
ket forces in the allocation of resources put China on the road to the
»socialist market economy« that was to generate a combination of pilot
projects, provisional regulations and, eventually, the passing of an En-
terprise Law (1988), a Trade Union Law (1992) and a Labour Law (1995)
in a process | have elsewhere called »regulated deregulation« (Pringle
2011). The first decade of the reform era certainly regenerated old ar-
guments over trade union autonomy. At the unusually lively Eleventh
Congress of the ACFTU in 1988, ACFTU Chairman Ni Zhifu called for
»a readjustment of the relationship between the trade unions, Party and
government« (Howell 1998: 159). The debate was silenced in the wake of
the violent suppression of the Democracy Movement in 1989.

The repression of demonstrators and worker organisations that
emerged during the Democracy Movement ended debates on trade un-
ion autonomy inside the ACFTU and reinforced the prohibition on or-
ganising outside it. The formation of Workers” Autonomous Federations
(WAFs) in Beijing and other major cities during the Democracy Move-
ment had deeply alarmed CPC leaders (Black and Munro 1993). The
workers who established them were initially inspired by the student
protests against corruption taking place in Tiananmen Square in Bei-
jing. Profoundly aware of the workers’ lack of trust in the ACFTU (Black
and Munro 1993), these labour activists added a distinct egalitarian
voice - initially rejected by student leaders - to the protest movement
and issued calls for improved representation in the workplace, as well
as measures against growing inequality. However, while working class
anger at the representative inadequacies of the ACFTU, inflation and
corruption undoubtedly induced millions of workers in state-owned
enterprises to join the massive street marches in the spring of 1989, the
Beijing WAF’s call for a general strike largely fell on deaf ears (Han
Dongfang, personal communication, London: 12 March 1993). The fact
that the right to strike was removed from the Constitution in 1982 was
not the reason why the strike calls failed to have an impact, but simply
that the WAFs did not have a strategy or indeed a capacity to organ-
ise workers in the workplace (Han Dongfang, personal communication,
Hong Kong, 17 July 1999).

The combination of the absence of workplace organising skills and
ACFTU acquiescence to the CPC’s market reforms left the urban work-
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ing class extremely vulnerable when the dismantling of the »iron rice
bowl« began in earnest in the late 1990s. The »re-making« of the urban
working class in China was certainly facilitated by state policies and
repression. But it was the logic of market forces and capital accumu-
lation that drove this momentous process that was premised on two
major developments, one economic, the other social. First, the re-entry
of private capital into the Chinese economy and the diverse forms of
enterprise ownership that came with it, including private ownership,
foreign ownership, joint-venture companies and township and village
enterprises (TVEs). Secondly, a gradual but significant relaxation of
the constraints on residential restrictions known as the hukou system.
The relaxation permitted large numbers of people to leave the coun-
tryside temporarily and seek off-farm employment in both the new
privately-owned and invested factories and the construction and in-
frastructure projects that facilitated their operations. The human mi-
gration that followed is possibly the largest rural-urban migration in
human history (Zhang Honglin and Song Shunfeng 2003: 386). During
the 1980s and early 1990s, over 150 million people found work either in
special economic zones that concentrated on attracting foreign capital,
private enterprises - often employing fewer than seven people - or in
Township and Village Enterprise (TVEs) that emerged out of the former
rural communes (Greenfield and Leung 1997).

2.4 The Great Restructuring

The rise of the private sector and concomitant arrival of foreign capital
put significant competitive pressure on state-owned enterprises. Mar-
ket logic deemed them to be employing excess workers who enjoyed
levels of welfare and job security that did not sit well with the pressures
of private capital accumulation. The subsequent laying off of tens of
millions of workers from state-owned enterprises during the late 1990s
was a major political and economic event that represented perhaps
the greatest challenge to Party credibility since the start of the reform
era. The Party’s decision to push ahead with state-owned-enterprise
restructuring was endorsed at the Fifteenth Party Congress in 1997.
The process continued up to 2002 and risked widespread urban so-
cial instability. As a consequence, the CPC produced a state policy that
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facilitated the unprecedented wave of mass redundancies at the same
time as attempting to ameliorate its effects. The policy was known as
xiagang, literally »to step down from one’s post« in English. As policy,
xiagang was quite different from redundancy in developed industrial
economies. The crucial distinction was that state-owned enterprises
retained a set of obligations to laid-off employees, including a liveli-
hood stipend that was between 30 and 50 per cent of their former wages
and the reimbursement of medical costs, as well as a formal - albeit
pared down - labour relationship. Stood down workers remained - at
least on paper - eligible for various benefits, such as partial reimburse-
ment of medical expenses and heating allowances, and retained their
employment record for up to three years.

The xiagang policy first moved on to the political and economic
agenda in 1993 as the implications of Deng’s tour began to make them-
selves felt.* The State Council released the Regulations on the Place-
ment of Surplus Staff and Workers of State-Owned Enterprises and
the then Ministry of Labour launched pilot re-employment projects in
thirty cities in 1994, prior to rolling out xiagang nationally. By the end of
1997, 11.5 million workers had been laid off. According to statistics pub-
lished by the Information Office of the State Council, 25.5 million more
state-owned-enterprise workers were laid off between 1998 and 2001
(State Council 2002). The redundancies were not evenly spread. The
hardest hit areas were the pre-reform industrial powerhouse provinc-
es of the North-East: Liaoning, Jilin and Heilongjiang - which became
centres of unrest. Further south, Hubei, Hunan and Jiangxi were also
badly affected, as was Sichuan in the west. By the turn of the century,
the ratio of unemployed and xiagang workers as a percentage of the
urban workforce in these provinces ranged between 8 and 12 per cent
(China Labour Market Yearbook 2002, cited in HKCTU 2004: 12), al-
though these percentages hid clusters of joblessness. By 2001 the city
of Fushun in north-east Liaoning province recorded 396,596 people »at
their postk, but 305,128 who were »not at their post«, a 43 per cent lay-
off rate, while the registered unemployment rate was only 2.7 per cent
(Liaoning Statistical Yearbook 2001: 66-68 and 92).

4 Deng Xiaoping's famous Southern Tour achieved its aim of neutralising »conservative« op-
position to economic reform that had grown in strength since the 1989 Democracy Move-
ment. Within a year, reform policies were back in the ascendancy, putting China back on the
road to a market economy and the concomitant return of capitalist labour relations.
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Definitions of xiagang varied considerably over time and place, pro-
ducing what Solinger called a »layering of statuses« into seven catego-
ries of xiagang, rendering a reliable count of unemployed and laid-off
workers impossible due to »inconsistent state statistics, flexible, dis-
aggregating definitions, and multi-layering of the laid-off and jobless«
(Solinger 2001: 688). Acutely aware of the potential for widespread
but scattered resistance to xiagang cohering into a national labour
movement - or at least a movement of the unemployed - the state’s
xiagang policy also promoted re-employment (zai jiuye) by obliging
restructuring state-owned enterprises to set up re-employment cen-
tres offering subsidised retraining courses, sometimes managed by
the trade union. The government encouraged unemployed and laid-off
workers to seek jobs for themselves, chiefly in the service industries
and private sector. According to the State Council’s >Notice on Secur-
ing Basic Living Standards and Re-employment of Laid-off SOE Work-
ers< a laid-off worker could not remain registered at a re-employment
service centre for more than three years and labour relations with the
original enterprise were terminated after this period. If he or she was
still out of work, registration as formally unemployed was the next
step in order to qualify for welfare benefits. Research conducted in the
late 1990s demonstrated that it was the final termination of any labour
relationship with the SOE - rather than unemployment itself - that
laid-off employees feared most (Pringle and Leung 2006). Profound
pessimism with regard to job prospects within the three-year time
limit was part of an overall lack of confidence in the re-employment
centres and many of these places were described by interviewees as
»empty camps« (Pringle and Leung 2006) as workers shunned them
and their goal of acting as a conduit for severing the relationship with
the danwei. In one survey carried out by the Beijing Academy of Social
Sciences Institute of Sociology, only 52.5 per cent of laid-off workers
had found new jobs within three years (Pringle and Leung 2006). The
obligation for downsizing state-owned enterprises to establish re-em-
ployment centres formally ended in 2003, although far fewer were set
up after 2001 and the lifespan of most centres was from 1998 until
2001-2002.

In response to the poverty and insecurity that came with restruc-
turing, the government encouraged the ACFTU to establish relief
centres for the laid-off state-owned-enterprise workers, but there is



30 Tim Pringle

little evidence to suggest they were effective. According to both the
Trade Union Law and the ACFTU Constitution, Chinese trade unions
had - and have - a duty to educate workers to support the govern-
ment’s reform policy. Institutional passivity spread into areas where
trade unions could feasibly have played a more active role, such as in
challenging management abuse of authority and the illegal asset-strip-
ping of state-owned enterprises. The roots of union compliance lay in
the union’s dual role as a Party-led trade union. Despite the politically
inspired attempts to soften the impact of redundancies, the effects on
working class neighbourhoods were real enough as many enterprises
were downsizing because of economic difficulties and this obviously
had a negative impact on their ability to pay xiagang wages and allow-
ances. Research in the city of Chengdu found that 17.9 per cent of the
women workers surveyed received no livelihood allowance from their
employers after being laid off and those who did had to survive on less
than a third of the average monthly income for Chengdu citizens. The
average income in 2001 - when the survey was conducted - was 595
yuan per month, but 11.6 per cent of the laid-off women received less
than 100 yuan and 56.5 per cent between 100 and 200 yuan (Zou and
Qin 2001: 55-60). A survey conducted by the Organisation Department
of Liaoning Provincial Party Committee in 2000 concluded that being
selected for xiagang was often followed by a rapid descent into a >hard
and bitter life« divorce rates went up, crime rose and suicide rates
showed a marked increase (CPCCC Research Group 2001: 200-201).
In Chengdu, Zou and Qin found that the introduction of contracts in
the 1980s had not prepared women workers for the poverty of unem-
ployment that often followed xiagang. The social position of former
state-owned-enterprise women workers was profoundly weakened by
xiagang. This group differs from other vulnerable social groups, such
as migrant workers from the farms or urban dwellers who have never
been attached to an urban work unit or enterprise. Far from being on
the margins of urban society, these women were, prior to xiagang, at
the core of the old production system - >the masters of the country’s
[enterprises]< (Zou and Qin 2001: 55-60).

In Section 3 I summarise the impact of mass redundancy on the
ACFTU and the organisation’s subsequent attempts to respond to the
return of capitalist labour relations to China with a massive top-down
membership campaign and structural reconsolidation.
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3. Re-building the Party-led Labour Union
in the Market Economy

3.1 Membership

Indivisible from the destruction of secure employment in the state sec-
tor has been the (re)construction of »indecent« work in the private sec-
tor. In the first two decades of the reform era, the provinces of Guang-
dong and Fujian attracted the largest amounts of foreign, Hong Kong
and Taiwanese capital. Located on the south and east coasts, the two
provinces produced for the export market (Hart-Landsberg and Bur-
kett 2004: 13), with new industrial towns in Guangdong in particular
contributing to China’s reputation as the >workshop of the world«. The
private sector received a significant boost from China’s membership of
the World Trade Organisation in 2001 and capitalist labour relations
spread rapidly throughout the country. According to ACFTU figures, at
the end of 2006 there were over 101 million people employed in the non-
state sector, spanning various forms of private ownership, compared
with just under 73 million in the state- and collectively-owned sectors
(ACFTU 2007: 37). Enterprises in the private sector rapidly acquired a
reputation for super-exploitative and even illegal labour practices and
often enjoyed protection against protests and prosecution from rele-
vant government departments (Globalization Monitor 2009: 34-35).
This trend has continued and at the end of 2015, the National Bureau
of Statistics put the number of people engaged in the private sector -
including the self-employed - at 280.8 million people (China Statistical
Year Book 2016).

For the ACFTU leadership, the most visible initial impact that the
spread of capitalist labour relations had on the organisation was the
loss of members and, crucially, enterprise-level trade union cadres. The
point was made in the starkest of terms in 2000 by Wei Jianxing, chair
of the ACFTU:

... a considerable number of trade union organizations [and branch-
es] have collapsed and their members washed away. But the organ-
ization of trade unions in newly established enterprises has simply
not happened. At the end of 1999, national trade union membership
dropped to eighty-seven million, leaving more than one hundred mil-
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lion workers unorganized. When there is not even a trade union, what
is the point of talking about trade unions upholding the legal rights
of workers? Or trade unions being the transmission belt between the
Party and the masses? Or trade unions being an important social pil-
lar of state power?

Wei 2000

Wei's speech signalled a union recruiting campaign targeting the pri-
vate sector. According to official statistics, membership increased from
123 million in 2003 - up from 87 million in 1999 - to 280 million in 2013,
accounting for 81.1 per cent of all workers, including 109 million so-
called »peasant workers« (nongmin gong), the official term for workers
with a rural hukou registration.’ This extraordinary growth in member-
ship was not a result of »union organising«, however, but rather a top-
down process of »establishing unions« in the flourishing private sector
through bureaucratic intervention. The process generally excluded di-
rect contact with workers and was led by higher level unions contacting
employers and asking for permission to establish a trade union. Once
employers were convinced this would not lead to a rise in labour mili-
tancy, the agreement was ratified and sometimes simply announced to
workers, who had played no part in the process. Many only learned that
they had become union members on receiving a wage slip that carried a
deduction for union membership.

3.2 Structure and Organising Principles

The ongoing influence of trade union custom and practice from the
command economy era was also reflected in a largely unchanged union
structure and relationship to the CPC itself that generally ruled out ac-
countability to members’ interests. The vast majority of new members
were recruited into »grassroots unions«, mainly at enterprise level, but
also including community unions (shequ gonghui) and various forms of
federations (lianhehui) in special economic zones or neighbourhoods.
5 »The national union membership reached 280,000,000, and the annual increase of the min-

imum wage is 12.6 per cent on average«, Renmin Website, 11 October 2013. »ZEIE& %

Fi£2.81Z A RIEIHITEENIRE12.6%«, ARM, 2013810811H.); http://acftu.people.com.
cn/n/2013/1011/c67502-23166727.html.
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Enterprise-level unions have remained dependent on management for
their day-to-day operations and a key issue in their lack of effective-
ness has been the low level of support that enterprise unions receive
from more politically powerful higher-level unions once they have been
established. They and the union fees they provide prop up a hierarchi-
cally-structured organisation inherited from the pre-reform era. Below
the central leadership organisations are 31 provincial-, autonomous re-
gion- and municipal-level unions that stand alongside the nine indus-
trial unions. However, the geographical federations are responsible for
the operationalisation of the industrial unions in an arrangement that
leaves the latter much weaker.

Beneath this layer are the city-, prefectural and county-level trade
unions and their industrial equivalent. At the next level down are the
»grassroots« trade unions in enterprises, institutions and government
departments and then the members themselves. This structure is illus-
trated in Table 1. Union organisations above grassroots level are gener-
ally staffed by trained civil servants allocated to the union, often with
no experience of direct organising work and even less contact with
workers themselves. Figure 1 provides official statistics for trade un-
ion officials as recorded for 2012. According to the China Trade Unions
Statistical Yearbook (CTUSY) the term »grassroots-level trade union«
refers to primary (enterprise)-level trade unions and federations of en-
terprise-level unions. The terms »above grassroots-level trade union«
refers to unions at levels with leading functions, that is, district-, coun-
ty-, city- and provincial-level unions and their industrial union equiva-
lents (CTUSY 2013: 168).

Table 1: Numbers of Trade Union Organisations and Officials in 2012

Trade union level Number of unions Number of full-time Number of part-time
officials officials

Above grassroots level 81,073 161,292 338,223

Grassroots unions 2,663,437 918,047 7,106,538

Total 2,744,510 1,079,379 7,444,761

Source: China Trade Unions Statistical Yearbook (2013) pp. 102, 105.
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The ACFTU’s income streams are derived from union dues, government
subsidies and profits from ACFTU business ventures, such as hotels and
sports centres. Members pay 0.5 per cent of their gross wages, while
companies pay a tariff of 2 per cent of their total wage bill. In some
provinces, companies without unions pay a »union preparatory tax«
(Traub-Merz 2013). The ACFTU also runs hotels and sports centres that
supplement its income. Traub-Merz provides an illustration of how un-
ion dues and income were distributed in Zhejiang province in 2009.

Figure 1: Distribution of two per cent Trade Union Levy on Enterprises
in Zhejiang Province
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Source: Traub-Merz (2012), p. 23.
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Parallel to the ACFTU structure is the CPC organisational structure.
This means that there is a corresponding Party office at each opera-
tional level of the ACFTU, with the exception of grassroots unions and
members, where the presence of a Party organisation is not universal.
What this means in practice is that all significant union posts above
enterprise level are assigned by the Party. At enterprise level, the union
chair is often appointed by management and in many cases doubles up
as a human resources manager or is a relative of the employer - al-
though this practice was made illegal following the 2011 changes to the
Trade Union Law - rendering union work dependent on the employer’s
cooperation. In recent years, there has been a trend of establishing Par-
ty offices or representatives in private enterprises above a certain size.
While this may moderate employer hegemony in the workplace or ease
union dependency on employers, it is unlikely to increase union autono-
my or capacity to represent members’ interests. Liu (2010) argues that it
will simply transfer enterprise-level union dependence from employer
to Party committee. In the absence of freedom of association and on-
going low levels of trust between the unions and members, this is likely
to be the case.

Figure 2: Party and Trade Union Parallel Structures
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As mentioned above, there have also been pilot projects concerning the
election of trade union representatives at enterprise level. As Chan and
Hui report in detail in their chapter on trade union elections in this
volume, such elections are often subject to employer manipulation -
a phenomenon hardly unique to China - or require prior approval of
candidates by higher unions, which has the effect of squeezing out can-
didates or candidate slates that include militant workers. On the other
hand, it is important to recognise that the ACFTU’s policy on the direct
election (zhixuan) of union officials at enterprise level has evolved in an
attempt to address issues of trust and representation - albeit in pur-
suit of industrial harmony rather than internal union democracy. Prior
to 2010, union elections were restricted to enterprises with a proven
level of industrial peace and Article 15 of the ACFTU’s »Opinion on
Questions Arising from the Implementation of Trade Union Reform and
Construction« (1997) recommended that elections should be restricted
to small and medium-sized enterprises. However in the strike waves
of 2010 and since, some strikes have been resolved through direct ne-
gotiations between elected workers’ representatives and management
under the supervision - more or less - of city-level trade unions (Pringle
and Quan 2017). This has encouraged higher unions to view elections
of enterprise-level union committees as part of the resolution of strikes
and disputes.

3.3 Democratic Centralism

Hierarchical control and concomitant adherence to CPC policies that
the ACFTU is expected to transmit and implement is further entrenched
by the union’s organising principle of democratic centralism. In theory,
democratic centralism is a combination of democratic discussion lead-
ing to a decision that is rigorously implemented by the elected lead-
ership of revolutionary organisations. The method was developed to
great effect by the Bolsheviks in Russia and the Soviet Union between
1905 and 1921. However, as the Russian Revolution descended into the
horror of Stalinism, democratic centralism became a key instrument of
dictatorship. In the hands of the ACFTU, centralism easily outweighs
democratic intentions and democratic centralism has become indis-
pensable in ensuring continuing CPC leadership over the unions, while
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providing a »theoretical« justification for the exclusion of dissenting
voices. It guards against the emergence of democratic innovation with-
in the ACFTU, while maintaining vigilance against the possibility of a
democratic alternative trade union emerging outside it.

Democratic centralism also helps to maintain the status quo with a
default resistance to change. We can see from the above how the dual
characteristics of Party leadership and weak enterprise-level unions
combine to act as a barrier to effective trade unionism and slow any
momentum towards reform. The absence of alternative trade unions
generates pressure on the ACFTU from below. The combination of the
lack of effective representation and strict adherence to the organising
principle of democratic centralism leaves workers pursuing claims with
three basic choices: to exit the enterprise in search of better conditions
elsewhere; to organise an unofficial protest or wildcat strike; or to initi-
ate a claim against their employer and pursue it through juridical chan-
nels. None of these courses of action does anything for the reputation
of the ACFTU with regard to its role of promoting industrial harmony
or improving credibility in the eyes of workers. Moreover, all manifesta-
tions of industrial conflict - from large numbers of individual court cas-
es clogging up the courts to large numbers of workers blocking roads
and even railways - increased top down pressure from the CPC ac-
cordingly. And as I will demonstrate in Section 5, strikes have become a
regular feature of the industrial relations landscape. On the other hand,
the establishment of juridical channels of dispute resolution have been
an area of activity in which the ACFTU has been able to use its access to
CPC lawmakers and policymakers to produce a legal framework for la-
bour relations that some legal scholars argue reflects »a very significant
dynamism« that has facilitated convergence with some ILO standards
in many aspects of Chinese labour law (Cooney, Bidulph and Zhu 2013:
147). This framework is examined in the next section.

4. Labour and Trade Union Laws in China

The regulatory administration of labour relations under the command
economy was gradually replaced by a new legal framework for indus-
trial relations. This process culminated in 2008 with three laws: the
Labour Contract Law (LCL), the Labour Disputes Mediation and Arbi-



38 Tim Pringle

tration Law (LDMAL) and the Employment Law, which was meant to
promote employment.

Previously, two important laws pertaining to industrial relations
operated alongside myriad provincial and city-level regulations. The
existing Trade Union Law (1950) was reformed in 1992 and China’s first
national Labour Law (1995) combined various regulations pertaining to
different types of enterprise - based on ownership and size - into one
national law that applied to all industrial workers (Ng and Warner 1998:
66). The revised Trade Union Law (TUL) defined the role of the trade
unions as representing the legitimate rights and interests of the work-
force. As in the original version, the Trade Union Law upheld Party lead-
ership over the unions, prohibited alternative unions and prescribed
democratic centralism as the organising principle of the ACFTU. The
1992 Law stipulated that »trade unions shall safeguard the legitimate
rights and interests of the workers and staff members«, but this com-
mitment was qualified by the obligation to »protect the overall interests
of the entire Chinese people« (Article 6). The right to strike had been
deleted from the 1982 Constitution of the People’s Republic of Chi-
na, thus constraining the ACFTU from organising or even supporting
strikes. Instead, in the event of a »work stoppage« or go-slow, the union
was obliged »together with the management or the parties concerned,
[to] strive for a settlement through consultation on any demands made
by the workers and staff members and that are rational and can be met,
so as to restore the normal order of production as soon as possible«
(Article 25, my emphasis).

The Trade Union Law was further revised in 2001. In this version,
the ACFTU »shall take economic construction as the centre, adhere to
the socialist road, uphold the people’s democratic dictatorship, abide by
the leadership of the Chinese Communist Party, adhere to Marxist-Len-
inism Mao Zedong Thought and Deng Xiaoping Theory, persevere in
reform and opening« (addition to Article 4). While ideological and legal
adherence to CPC leadership was clearly retained and strengthened,
the changes at least acknowledged the emergence of opposing interests
in the workplace. The position of the trade unions in »consultations«
with the employer and in mediating to protect workers’ legitimate
rights was strengthened by a clause allowing higher level unions to par-
ticipate in establishing enterprise-level unions where none existed, and
provided protection of trade union officers from dismissal without the
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agreement of the majority of the labour force or its representatives. The
2001 revisions also introduced the principle of trade union elections
into law: »Trade union committees at various levels shall be democrat-
ically elected at members” assemblies or members’ congresses ... Trade
union members” assemblies or congresses have the right to remove or
recall the representatives or members of trade union committees they
elected« (Article 9) and provided for trade union participation in tri-
partite bodies. The 2001 revisions also slightly modified the role of the
trade union in the event of a work stoppage or go-slow, so that now it
had not merely to »strive for a settlement through consultation«, but

shall represent staff and workers in consultation with the enterprise,
institution or relevant party, and shall reflect the opinions and de-
mands of stqff and workers, as well as raise solutions. The enterprise
or institution shall strive for a settlement with the reasonable de-
mands made by the staff and workers. The trade union shall strive
hard in its task to assist the enterprise or institution to restore the
normal order of production as soon as possible.

Article 27, my emphasis

4.1 National Labour Law

In contrast to the collectivised security of the »iron rice bowl« era, Chi-
na’s first national Labour Law prioritised individual labour rights and
only three articles were devoted to collective contracts. Li Boyong, the
Minister of Labour at the time, stated that the right of enterprises

to dismiss workers for reasons other than workers” mistakes will guar-
antee the legal rights of employers to run business independently and
will give enterprises a certain edge in market competition ... [with lim-
its on redundancies] ... necessary for China’s social stability.

Cited in Ng and Warner 1998: 62

The Labour Law stipulated that individual labour contracts should be
signed between the worker and the employing organisation and spec-
ified the conditions under which an employee can be dismissed. If the
dismissed employee »applies for arbitration or brings in a lawsuit, the
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trade union shall render him support and assistance in accordance with
the law« (Article 30). The Law set a maximum eight-hour working day
and average 44-hour working week, but provided for a limited exten-
sion of working hours »after consultation with the trade union and la-
bourers«, defined overtime rates (Articles 36, 41, 44) and introduced a
system of legal minimum wages (Article 48). Responsibility for moni-
toring the enforcement of the Law was assigned to the Labour Depart-
ment, but the »trade union at various levels shall, in accordance with
the law, safeguard the legitimate rights and interests of labourers, and
supervise the implementation of laws, rules and regulations on labour
by the employing units« (Article 88). The pro-capital orientation of the
Labour Law was often referred to in the public consultation exercise
that preceded the passing of the Labour Contracts Law (LCL) in 2008.
The Labour Contracts Law was introduced after an intense and un-
precedented period of public consultation and lobbying from academ-
ics, civil society organisations and even a submission from the Interna-
tional Trade Union Congress, which has a history of delicate relations
with the ACFTU. The Labour Contracts Law made written contracts
mandatory (Article 10), stipulated permanent employment for employ-
ees who have served two fixed-term contracts (Article 14) and clarified
severance pay for those workers whose contracts are not renewed (Arti-
cle 46). There were at least two unintended consequences of the Labour
Contracts Law. The first was that employers laid off large numbers of
workers due to qualify for permanent employment (Cooney et al. 2013).
The second was that employers have since increased the use of agency®
workers - especially in the state sector - in order to avoid the obligation
to provide permanent employment (Chan 2015). After lobbying from the
ACFTU, the authorities moved to clamp down on this practice and the
Ministry of Human Resources and Social Security (MHRSS) issued the
Interim Regulations of Labour Dispatch in January 2014. The regulation
gave companies just over two years to reduce the proportion of agency
workers to 10 per cent of the workforce, with a deadline of March 2016
- an ambitious target given that in 2010 the state sector was the biggest
employer of China’s 60 million dispatched workers, having seen an in-
crease of 33 million over the preceding three years (Jingji Guancha bao
2011). One Shanghai-based law practitioner said that some employers

6  Generally referred to as »dispatched« workers in China.
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sign them on as regular employees, but there would seem to be many
more who just do nothing, whether out of ignorance, inefficiency, dis-
regard or lack of fear of consequences because they feel they can
resolve problems with their »guanxi [contacts]«.

The practice of employing agency workers has remained widespread,
particularly as the Chinese rate of growth has slowed and the pressure
on labour markets has eased (see Zhang in this volume).

4.2 Formal Dispute Resolution

The 1995 Labour Law had laid the foundations for the system of media-
tion and arbitration for individual and collective labour disputes, pav-
ing the way for the eventual passing of the Labour Disputes Mediation
and Arbitration Law (LMAL), also in 2008. Arbitration remains central
to individualised labour dispute resolution in China for two reasons.
First, enterprise-level unions are too weak to defend workers at the ini-
tial mediation stage, and second, courts are not allowed to accept cases
that have not previously been through arbitration procedures. The La-
bour Disputes Mediation and Arbitration Law provided a legal basis for
the Party’s policy - and by extension the ACFTU’s - of channelling dis-
putes into a two-tiered juridical system of dispute resolution that con-
tained industrial militancy in a rights-based discourse aimed at keeping
people in the courts and off the streets. As we can see from Table 2 this
certainly had an effect in terms of the sheer numbers of workers apply-
ing for arbitration. The data trend is also reflected in court settlements.

Article 2 of the Labour Disputes Mediation and Arbitration Law
stipulates that Labour Dispute and Arbitration Committees (LDAC)
may accept disputes arising from the confirmation of labour relations;
contractual issues related to conclusion, performance, alteration or
termination; dismissal or resignation; working hours and insurance;
remuneration and injury compensation; and other labour disputes pre-
scribed by laws and regulations (MOLSS, 2008). The Labour Disputes
Mediation and Arbitration Law also made it clear that arbitration deci-

7  See:https://www.mayerbrown.com/China-Companies-Must-Shed-Dispatch-Workers-04-04-2016/
(last accessed 31 July 2016).



42 Tim Pringle

sions are legally binding, abolishing fees for arbitration and extending
the time limit for applying for arbitration from 60 days from the date
of the original dispute to one year. The new law extended the scope of
arbitratable matters to cover nearly all labour-related disputes, includ-
ing disputes arising from whether an employee-employer relationship
exists. This had been a major source of frustration to workers, despite
a pro-worker Supreme Court ruling on the matter in 2001 that allowed
Labour Dispute and Arbitration Committees to accept a case when
there was no labour contract but sufficient evidence to prove a labour
relationship existed (Huang Kun, 2004: 279).

Combined with the global financial crisis of 2007-2008, the Labour
Disputes Mediation and Arbitration Law facilitated a surge in disputes
going to arbitration committees (see Table 2). Compiling figures from
the China Social Science Statistical Yearbook and the China Labour Sta-
tistics Yearbook Cooney et al. (2013) reported significant rises in cases
going to arbitration after the Labour Disputes Mediation and Arbitra-
tion Law was passed. Figure 4 illustrates the long-term trend.

Table 2: Labour Disputes Going through Juridical Channels, 2005-2015

Mediation and Collective disputes

Year going to mediation g o G

arbitration cases and arbitration accepted
2005 313,773 16,216 122,480
2006 317,162 13,977 126,047
2007 350,182 12,784 150,992
2008 693,465 21,880 295,521
2009 684,379 13,779 318,643
2010 600,865 9,314 -
2011 589,244 6,592 -
2012 641,202 7,252 -
2013 665,760 6,783 -
2014 715,163 8,041 -
2015 813,859 10,466 -

Source: China Social Science Statistical Yearbook and the China Labour Statistics Yearbook 2016: 343.
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Figure 3: Labour Arbitration Cases, 1996-2011
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Source: China Labour Statistics Yearbook 2012 (2013: 352-353).

This phenomenon has encouraged the ACFTU to train or hire sub-
stantial numbers of lawyers and paralegal advisers. In 2005, the un-
ion claimed to have established 3,858 legal aid agencies nationwide
(Chen 2007: 64). This figure increased to 14,000 legal aid and rights
protection centres by the end of 2014 (ACFTU 2015). Higher unions
are also hiring lawyers to provide legal assistance to enterprise trade
unions and their members, a service supplemented by the pro bono
activities of paralegal volunteers. During 2014 and the first half of 2015,
the Guangdong Federation of Trade Unions claimed to have sent 1,400
lawyers into enterprises, »encouraging trade union councils [commit-
tees - author] to purchase social services and make full use of social
lawyer resources to provide efficient and timely legal aid services for
workers« (ACFTU 2015). However, the union has a justified reputation
for only taking on winnable cases and this has encouraged a trend of
labour NGOs and/or self-trained paralegal activists and other labour
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legal aid providers to take up at least a small proportion of the remain-
ing cases (Halegua 2008).

The number of cases coming before Labour Dispute and Arbitration
Committees and ongoing labour militancy have also resulted in more of-
ficial emphasis on dialogue and mediation at enterprise level, although
the efficacy of such recourse is constrained by weak enterprise-level
unions and the low levels of trust in unions on the part of workers.
Such has been the increase that the city-level trade unions have been
encouraging primary unions to focus on mediation and conciliation
procedures to ease pressure on arbitration committees and the courts,
in which »delays of up to one year were not uncommon« (Gallagher and
Dong 2011: 58). In January 2012, the Regulations on Enterprise Labour
Dispute Negotiation and Mediation drawn up by the MOHRSS came
into force. The regulations state that large and medium-sized enterpris-
es must establish mediation committees and employ a mediation officer.
Smaller enterprises may do either or both (China Briefing 2011) but are
not obliged to do so.

4.3 Regulating Collective Dialogue

An important chapter of the Labour Contracts Law for the ACFTU was
the significant extension of clauses related to collective contracts. The
ACFTU began to push seriously for collective contracts in the mid-1990s,
but these efforts were undermined by the stubborn command-economy
traditions of integrated interests, inexperience in workplace bargaining
and the absence of an effective bargaining partner, as employer organ-
isations were weak and largely established by the Party itself (Clarke,
Chang and Li 2004: 252). The same tradition generated top-down, quo-
ta-driven and non-participatory agreements produced on the basis of
»collective consultation« (jiti xieshang) as opposed to »collective bar-
gaining« (jiti tanpan). Consultation implicitly suggests that a »win-win«
agreement between employer and employees can be achieved without
serious contention, work stoppages, strikes and the like. There is no
need therefore for the more aggressive »bargaining« often perceived
as a characteristic of »Western-style« trade unions and which has only
recently been cautiously adopted in some mainstream discourse and
media reports.
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The Labour Law (1995) contained only three clauses on collective bar-
gaining, which were successfully inserted into the final draft of Labour
Law as a result of ACFTU lobbying. But these hardly provided an effec-
tive counterbalance to an overwhelmingly individualistic pro-capital
law. Although there is still no discrete law on collective contracts in
China, the combination of a full chapter on collective contracts in the
Labour Contracts Law and the details stipulated in the »Provisions on
Collective Contracts« (»Provisions«) of 2004 have provided a frame-
work at national level. The Labour Contracts Law stipulates that col-
lective contracts can cover wages, working hours, leave, work safety
and training, although neither this law nor the Provisions specifically
rule out additional matters (Cooney et al. 2013: 101). Article 23 of the
Provisions allows for »professional personnel« to negotiate on behalf of
enterprise workers and management during the consultative process,
a change that has the potential to expand or even challenge the role of
higher union bodies. Another important change is that Article 53 of the
Labour Contracts Law stipulates that area (regional) and sector-level
agreements can be signed below county level.

By January 2010, the ACFTU had entered into 1.11 million collec-
tive contracts at county level and above in 1.9 million enterprises and
covering 150 million workers or 89 per cent of workers in unionised
enterprises (Yang Lin 2009; Ding and Wang 2010). The figures should
be treated with caution as collective contracts remain for the most part
a top-down quota-driven project with little actual content beyond, at
best, the reproduction of legal minimum standards. Worker participa-
tion in negotiations is extremely rare even in the pilot projects con-
ducted by the ACFTU in response to localised labour protests. For
example, beginning in 2003 an ACFTU pilot project on sector-level
bargaining made important progress in taking collective dialogue be-
yond the single enterprise in the town of Xinhe in Zhejiang province.
The so-called »Wenling Model« pioneered a sector-level collective
contract between the local trade union and an employer organisation
representing 116 knitwear manufacturers that dominated the town'’s
economy. Facing sophisticated unrest led by skilled workers who were
able to command wages of up to 3,000 yuan per month, leaders of the
union and the employers” association embarked on a process of collec-
tive consultation that developed into bargaining, despite the fact that
worker representatives were not elected. These contested collective
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negotiations eventually produced a wage table, including fixing rates
for specific jobs, commitments to annual negotiations and a guaran-
tee that rates could only be adjusted upwards (Pringle 2011: 114-33). In
2007, the then Premier Wen Jiabao endorsed the Wenling woollen knit-
wear industry’s collective consultation system, saying that it could be
»summarised and popularised« across the country. Under the Wenling
model labour disputes decreased by 70 per cent (China Labour News
Translations 2009).

Guangdong province has been particularly important in the devel-
opment of collective dialogue between employers and workers. The
province - especially the boomtown of Shenzhen - has often been the
site of choice for innovation in trade union reform and has been rela-
tively quick to act on signals from the union and/or CPC leadership for
reform. For example, Guangdong’s provincial-level and Guangzhou and
Shenzhen city-level trade unions were quick to react to the announce-
ment by the director of the ACFTU’s Collective Contracts Department,
Zhang Jianguo, that

the fundamental issue is to establish a collective bargaining system
that would allow labour disputes to be managed and resolved within
the enterprise. From this point of view, collective bargaining is the
route we must take in defusing conflict and developing harmonious
labour relations.

Yang Lin 2009

In the aftermath of the strike waves of 2010-2011, there was a public
debate in Guangdong and neighbouring Hong Kong over the various
drafts of new regulations that included sections on collective bargain-
ing rather than collective consultation.® The context was the emergence
in Guangdong province of ad hoc collective negotiations that includ-
ed - more or less - some form of limited worker participation usually
through labour NGO interventions in support of workers” demands or,
on occasion, support from higher unions to enterprise unions (Pringle
and Meng 2018). In the debate over collective bargaining, employers’
organisations - including foreign chambers of commerce and associa-

8 These were, respectively, the Guangdong Regulations on Democratic Management and the
Shenzhen Regulations on Collective Consultation.
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tions of Hong Kong investors and factory owners - lobbied the Guang-
dong authorities to water down mandatory obligations to bargain with
workers, while labour NGOs and even the ACFTU pushed for legal
constraints on capital. In the end, the Guangdong Provincial Regula-
tion Collective Contracts for Enterprises (Guangdong Regulations) that
came into force in January 2015 represented a »compromise« that dis-
appointed non-state actors but was nevertheless hailed by the ILO as a
big step forward as »workers and employers in the province will benefit
from a new system to settle - and even prevent - workplace disputes,
based around structured collective bargaining« (ILO 2014). The Guang-
dong Regulations stipulate that where 50 per cent of the workforce call
for collective negotiations, the union must respond by making a request
to the employer (Article 18). The latter must provide relevant company
data to the workers’ representatives and/or trade union reps in order to
facilitate the negotiations (Article 15) and

representatives are protected by law, their negotiation duties are re-
garded as regular work, enterprises may not adjust their jobs, reduce
their wages and benefits without justifiable reasons.

Guangdong Regulations, Article 16

Despite the ILO’s enthusiasm, this is as yet largely untested progress.
Indeed, the gradual incorporation of ILO standards and conventions
into national laws (Cooney, Biddulph and Zhu 2013: 143) stands in con-
trast to the CPC’s ongoing failure to accept the ILO’s fundamental prin-
ciple of freedom of association and collective bargaining. This deficit
continues to undermine efforts by the authorities to promote harmo-
nious labour relations, a reality that becomes starker with every strike.
On the other hand, there is some evidence in support of the ACFTU’s
claims that it has improved its representative performance via specific
projects in collective bargaining, a subject we will return to in the dis-
cussion on the ACFTU’s responses to strikes in the next section. Section
5 will illustrate how the three highlighted barriers to reform - namely,
the dual responsibilities of the ACFTU, the absence of alternative trade
unions and workers’ lack of trust in the ACFTU - have contributed to
the general, but not absolute, failure of Chinese unions to adapt to capi-
talist labour relations, as illustrated by the continuing labour unrest and
lack of accountable and participatory collective bargaining.
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5. The Challenge of Strikes
5.1 Counting Strikes

Despite the lack of official statistics, commentators are in broad agree-
ment that economically driven labour unrest in general and strikes in
particular are not rare in China. Demands for improved trade union
representation are less common, but are increasingly including work-
ers’ demands. They usually appear as calls for the establishment of an
elected enterprise-level trade union committee or the removal of an ex-
isting committee, followed by elections for a new one (China Labour
Bulletin 2014; also see Chan and Hui in this volume).

In the absence of official data on strikes, organisations and individu-
al scholars have attempted to use media and eyewitness reports to track
strikes and identify trends. As can be seen from Table 3, China Labour
Bulletin’s (CLB) strike map records a significant rise in strikes from 2013
until 2016.° It is important to note that the data are not necessarily rep-
resentative or a reliable aggregate total of strikes or the number of peo-
ple taking part in them, as China Labour Bulletin points out. Indeed,
Lee (2016) has cast doubt on the entire rising strikes thesis, arguing that
they were just as common in 1990s. (For an interesting discussion on
»counting contention« in China see Elfstrom 2017).

The source and nature of strikes and labour unrest has altered over
the course of reform. Demonstrations and occupations of public space
characterised the protests by laid-off state-owned-enterprise workers
fighting a scattered rearguard action against restructuring (Cai 2002)
and to protect the »iron rice bowl« from the mid-1990s until approxi-
mately 2002. These »protests of desperation« (Lee 2007: 35) were not
strikes as the workers involved were mostly already laid off (Pringle
2013). In contrast, labour militancy since the beginning of the 2000s has
been organised primarily by migrant workers employed in a booming
private sector (Chen 2013; Wenten 2011; Pringle 2013).

Throughout the 1990s migrant workers’ resistance was character-
ised as »spontaneous« and »short-lived« (Pun 2005: 6) or as »protests

9  CLB’sstrike map goes up to the present day but the methodology for collecting data changed
significantly in 2017. See link for details: http://www.clb.org.hk/content/strike-map-applies-
new-fixed-sampling-method-2017.
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Table 3: Sampling Strikes

Year Overall number of strikes '\:L(')g‘_ﬁ%%gf;ﬂ.:;::::
2012 382 160
2013 645 299
2014 1358 396
2015 2774 442

Source: China Labour Bulletin Strike Map.

against discrimination« (Lee 2007). Lee identifies three main causes
behind migrant workers’ largely defensive protests: unpaid wages and
illegal wage deductions, managerial violence and abuse against work-
ers and industrial injury (Lee 2007: 164). The discrimination that mi-
grant workers laboured under was epitomised by their lack of access
to trade unions, urban social welfare and education for migrant work-
ers’ children. Up until the Fourteenth ACFTU Congress in 2002 and
the recruitment drive it kick-started, migrant workers were not even
regarded as part of the working class as the union failed to challenge
the discriminatory official label of »peasant worker« based on migrant
workers’ rural residence status that excluded them from urban services
and welfare schemes.

Recent research, however, has revealed a distinct change in the
nature of migrant worker protests (Leung and So 2012; Elfstrom and
Kuruvilla 2014; Fuchs 2015; Pringle and Meng 2018). These studies
have found a clear tendency towards the »normalisation« of strikes
and interest-based demands going beyond the individual labour rights
framework and above minimum wage levels set by local governments.
Indeed, increased wage levels are one of the most potent illustrations
of the power of strikes. Most strikes and protests have been able to
push through wage increases at the enterprise level (Friedman 2012)
and have also acted as a crucial factor in the significant rise of the legal
minimum wage across the country since the second half of the 2000s.
Unger (2013: 29) has shown that the legal minimum wage level in Shen-
zhen tripled between 2004 and 2011 after having stagnated through-
out the 1990s. According to official data, the average minimum wage
throughout the country increased by 12.5 per cent per year in the period
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from 2006 to 2010 (Reuters 2012). Moreover, as strikes have become
»normalised« workers have sometimes elected representatives with a
mandate to negotiate with management outside of the enterprise union
structures (Lin 2016). At the same time, demands for reform of the exist-
ing enterprise trade unions have emerged since the mid-2000s (Pringle
2017; Pringle and Meng 2017; Lee, Brown and Wen 2014).

The patterns of organising and the use of specific forms of protest
have undergone a qualitative transformation (Pringle and Fuchs 2015).
Researchers and labour NGOs have documented not only an increase
of so-called »copycat« strikes, but also of attempts at cross-factory (and
cross-regional) coordination of strike action, facilitated by the ubiq-
uitous use of new information and communication technologies, such
as the instant messaging services QQ and Weixin (WeChat) or the mi-
croblogging website Weibo (Qiu 2009; Pringle and Crowthall 2017). The
strike wave in the summer of 2010 started with a strike at the Honda
car parts plant in the Nanhai district of Foshan in Guangdong prov-
ince and swept through automobile factories across the country before
spreading to the electronics and textile sectors (Wang 2011; Butollo and
ten Brink 2012). A strike wave involving 70,000 workers in 73 different
enterprises rolled through the northern Chinese city of Dalian in the
same year (Meng and Lu 2013). In Dongguan, up to 40,000 shoe workers
struck for two weeks in 2014 against low wages and unpaid social insur-
ance premiums (Schmalz, Somer and Xu 2017). Jacobs (2015) describes
strike action taken by taxi drivers in at least six different cities in Jan-
uary 2015. Walmart retail workers have been organising online and in
stores against imposed changes in working hours, with up to 20,000
employees participating in online chatrooms organised by activists
such as Zhang Jun, Wang Liya and Wang Shishu (Pringle and Crowthall
2017). In the third week of November 2016, striking Coca-Cola workers
in three cities thousands of miles apart - Chengdu, Chongqing and Jilin
- called for effective trade union involvement in talks with management
over plant sell-offs (CLB 2017). Also in November 2016, workers at a
Danone water-bottling plant organised a week-long strike against the
unannounced sale of the factory they worked in. The strikers’ demands
included legally-backed severance arrangements and the settling of
pension rights and social insurance arrears. At around the same time, a
Sony camera plant in Guangzhou was secretly sold, provoking a strike
by its 4,000 plus employees. On 10 November 2016, workers organised
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a strike and picket lines that brought the plant’s assembly lines to a halt
and blocked goods from moving in or out of the plant just as the Christ-
mas busy season was getting into gear (CLB 2017). In sum, while no
national figures are available, there is enough research to conclude that
strikes are an important feature of industrial relations, despite the lack
of legal protection. As one Chinese researcher focusing on the gem-
stone industry in Guangdong explained:

All the workers in all the cases [I came across] preferred to use strikes
first. If workers could not hold a strike, or their strike failed, or workers
got dismissed after holding a strike, only then would they turn to labor
litigation. Labour litigation is time-consuming for them, and it is un-
certain what they can gain from the verdicts. [...] it is always the second
priority. They will try to solve the problem by collective action first.
Interview, Hong Kong, August 2011 cited in Pringle and Fuchs, 2015: 61

There are a number of factors behind this transformation. First, as
Traub-Merz has argued, »the working population (...) is declining and
thus the era of unlimited supplies of migrant workers is at an end«
(Traub-Merz 2011: 4). Labour shortages have led to an increase of what
Wright (2000: 926) and Silver (2003: 13-16) have called workers’ struc-
tural power, embodied in tight labour markets and globalised produc-
tion. In fact, labour shortages appeared for the first time in 2003 and
have continued ever since. In 2004 an additional (skilled and experi-
enced) labour force of at least one million was required in the Pearl
River Delta alone. Since then, the shortages have spread to other areas
of the country and to unskilled labour as well (Pringle 2013). In this con-
text, workers have begun to develop more confidence in their abilities
to stage successful strikes (Fuchs 2015), sometimes with the support of
labour NGOs, especially in Guangdong province. Second, the »new«
(second) generation of migrant workers has largely grown up already in
urban areas or left the countryside after finishing school and most car-
ry ambitions to remain in the city rather than return to the countryside
(Han 2009; ACFTU 2010). Daily experiences of subordination and dis-
crimination have contributed to an increased readiness to participate
in collective forms of resistance (Pun and Lu 2010). The third factor is
the impact of the state’s labour legislation efforts, already discussed in
Section 3. The legal framework is far from the mythical level playing
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field. But its existence and evolution imply an attempt to discipline em-
ployers into accepting limited forms of job security by making it a little
bit easier for workers to secure stable employment by using the Labour
Contracts Law to slow the rate of informalisation (Kuruvilla, Lee and
Gallagher 2011) and hold employers to account for labour rights viola-
tions (Cooney et al. 2013).

5.2 Union Responses

The ACFTU is strongly constrained by its dual role of implementing
CPC policies and upholding the rights and interests of the Chinese
working class. The lack of trust among its members that this dual role
generates is exacerbated by the ongoing dependence of enterprise-lev-
el trade unions on management for their day-to-day operations. In the
context of rising militancy, this scenario is highlighted by the ACFTU's
refusal to organise strikes, leaving workers to bear the risks involved.
There are three outcomes to this development. First, the ongoing pres-
sure from below through strikes exposes the ACFTU's credibility gap
among workers, many of whom have come to regard them as more ef-
fective than asking the union for assistance and representation in me-
diation with employers. The failure to curb militancy draws the atten-
tion of the CPC leadership, who in turn put pressure on the union from
above. For example, since 2013 General Secretary Xi Jinping has twice
ordered the ACFTU to draw up plans for a programme of trade union
reform (CLB 2017). Second, labour NGOs have emerged in China over
the past 20 years to provide various forms of assistance and services to
workers. Although these organisations are certainly not an institutional
match for the ACFTU, some of them have gained the trust of workers,
who turn to them for assistance in disputes with employers. Often sub-
ject to surveillance and repression even in more relaxed times, labour
NGOs in Guangdong province who had become involved in organising
activities and assistance to workers involved in collective negotiations
employers were subject to coordinated state suppression in December
2015. Nevertheless, their presence has subjected the ACFTU to compet-
itive pressure to improve its trust among workers and its representative
performance (Howell 2015; Pringle 2016). Third, faced with collective
interest-based strikes that cannot be resolved through juridical meas-
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ures, the union has attempted to improve its reputation with pilot pro-
jects aimed at improving its image and representative capacities in the
areas of accountability, representation and collective bargaining.

5.3 Union »Direct« Elections

The direct election of enterprise-level trade union committees is dealt
with in detail by Chan and Hui in this volume, but I will present a con-
textual summary of the issues here. Strikes have generated cautious
experiments in direct enterprise union elections instead of the tradi-
tional appointments by employers or higher level unions. Howell frames
experiments with direct elections of enterprise union chairpersons as
an attempt to reconcile the constraints imposed by the ACFTU’s politi-
cal subservience to the CCP with its legal obligations to members. The
goal, according to Howell (2008: 845), has been

to nurture a stratum of grassroots trade union cadres who prioritize
workers’ interests over Party and/or national interests. In essence it is
a subtle attempt to democratize the trade union from within, trans-
forming it from an administrative machine subservient to the Party
into an effective organization for interest group representation.

In practice, however, strict conditions were imposed for direct elec-
tions of trade union representatives, centring on the absence of strikes
in a given enterprise, as well as restrictions on the size of factories in-
volved (Pringle 2011: 165). In addition, the democratic content of elec-
tions was qualified by pre-election committees, with duties that in-
cluded the vetting of candidates. As is usually the case in China, there
were exceptions. Pringle’s study of trade union elections in Zhejiang
province demonstrates different procedural approaches, at least one of
which permitted so-called »sea-elections« (hai xuan) or open candida-
ture (Pringle: 2011: 174).

More experiments have bucked the regulatory constraints and, in
contrast, are linked to labour unrest. While elections generated by
strikes or strike resolution agreements can still be subject to manipula-
tion by management or bureaucratic intervention from higher levels of
the union over time, they nevertheless contain germs of credibility. The
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demands for the »re-organisation« of the trade union at the well-known
Honda auto-parts factory are viewed by many as a watershed moment,
but like the strike itself they did not emerge out of the blue. Similar de-
mands for improved accountability had been around in Guangdong for
some time. Workers at a Japanese-owned plant had raised a similar de-
mand in 2005 and dock workers at the Yantian port terminal in Guang-
dong province included the demand for a representative trade union
branch - as opposed to the existing »whitecollar staff club« - when they
brought exports to a halt in 2007 (Pringle and Meng 2018). Other exam-
ples include a Reebok factory in 2002 (China Labour News Translations
2007), Uniden in 2005 (CLB 2005), Walmart in 2006 (Pringle and Clarke
2011), Ole Wolff Electronics in 2007-2008 (Globalisation Monitor 2008)
and OHMS in 2012 (Ramzy 2012).

In May 2012, the Shenzhen Federation of Trade Unions (SFTU) an-
nounced that direct elections for enterprise-level trade unions would
be rolled out across 163 enterprises in the city with more than 1,000
employees. This was a significant policy alteration that opened organis-
ing space for activists in the workplace. However, in terms of producing
positive outcomes for workers” interests, there is evidence to suggest
that trade union elections are not as effective as the strikes that have
generated them. In October 2013, university student researchers from
the LNGO Students and Scholars against Corporate Misbehaviour (SA-
COM) wrote an open letter to the SFTU claiming that although »some
enterprise unions are performing well in some aspects, [for example]
elections do take place at some trade unions«, only two out of the five
factories their researchers visited clandestinely had effective union
branches (SACOM 2013). Nevertheless, the momentum and experience
of labour militancy has encouraged the emergence of strike-driven
elections, as discussed by Chan and Hui in this volume.

5.4 Collective Bargaining

Section 4 mapped the legal environment for collective workplace dia-
logue and cited Guangdong as the main location for a number of collec-
tive bargaining pilots; although as Lee et al. (2016) point out experiments
have occurred in many other areas. Two main scenarios of collective
bargaining have emerged: factory closure and/or relocation bargain-
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ing and annual collective bargaining (Pringle and Meng 2018). Closure
bargaining is usually sparked by a walk-out following rumours of relo-
cation. Until the aforementioned crackdown on labour NGOs in 2015,
this phenomenon had become a significant factor of labour relations
in Guangdong due the provincial government’s strategy of industrial
upgrading (Butollo 2014) and the presence of labour NGOs prepared
to assist in collective bargaining (Pringle 2017). While outcomes vary,
the negotiations that have taken place have served as part of a process
of bargaining skills acquisition for both worker representatives and the
union itself. The capacity of workers to elect and re-elect bargaining
representatives was illustrated by a series of three strikes at the Lide
Shoe Factory during 2014-2015 (Lide Update 2015a). During the third
strike, workers’ representatives organised a solidarity fund, a social
media blog that issued 28 reports on the struggle and appointed pick-
et marshals and media coordinators. Arrests of workers, issues with
accountability and frequent bargaining in bad faith by management
eventually led to a six-day 24-hour picket of the factory gates by 300
workers and their representatives in April 2015 to prevent management
moving equipment and goods to another location (Lide Update 2015b;
Lin 2015). The final collective bargaining sessions resulted in manage-
ment meeting all the workers” main demands. However, while impor-
tant for the labour movement, the capacity for closure bargaining to
directly impact the representative capacity of the ACFTU is not as clear
as the gradual emergence of annual collective bargaining in sectors in
which workers have more structural power derived from their position
in global supply chains (Silver 2003).

Assessing collective bargaining in the wake of the aforementioned
Honda strike, former chairman of the Guangzhou Federation of Trade
Unions Chen Weiguang reports that the median negotiated pay rise in
six Guangzhou-based wholly-owned auto-parts factories was 15 per
cent for the period 2011-2012, with an average wage of RMB 3256 for
frontline (gianxian) shopfloor workers - excluding deputy supervisors
and above - in 2012. For larger and more capitalised joint venture au-
to-assembly plants, the median wage increase over the same period
was 19 per cent - but with higher differentials - and an average wage
of RMB 5834 (Chen 2014). Chen comments that the wave of strikes in
the auto sector has been integral to the transformation of collective
negotiations in the industry from symbolic (xiangzheng xing) to the
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genuine article (huo zhen jia shi) (Chen 2014). At the same time, annual
collective bargaining is primarily designed to avoid further strikes. As
Chen explains,

first, it [the Honda strike] was a manifestation of the power workers
had acquired under the conditions of globalisation. Secondly, it was
a threat to the upholding of social stability and economic develop-
ment. These two things are closely linked and they are both a concern
and challenge for our trade unions and their future development.

Interview, Beijing, December 2014, cited in Pringle and Fuchs 2015

Similar outcomes have been obtained by the institutionalisation of an-
nual collective bargaining at the Yantian Port Terminal in Shenzhen.
Research by Pringle and Meng (2018) discusses four rounds of collec-
tive bargaining bookended by two strikes in 2007 and 2013 respectively.
They argue that the rare phenomenon of a functioning union branch
at the port was established by the higher union - the SFTU - which
was not dependent on management. The high levels of structural power
(Wright 2000) that globalised production bestows on dock workers was
certainly »tamed« by the SFTU, but the process included elected work-
er representatives who negotiated significant wage rises in successive
annual bargaining rounds.

However, these examples are outliers and are likely to remain so
while the ACFTU retains a monopoly on trade union organising and
operates under CPC leadership. The exceptionalism is rooted in the
ACFTU's dual role of maintaining stability and upholding workers’ le-
gal rights, which renders the risk of rolling out such experiments on
a broader scale too great. Closely controlled individual pilots can be
managed by sophisticated and experienced higher unions such as the
SFTU. For both the ACFTU and the CPC, replicating them elsewhere
could generate more strikes, possibly accompanied by politicised de-
mands for independent trade unions - anathema to both organisations.
But without freedom of association and the competitive pressure for
membership that it brings (Pringle and Clarke 2011), impetus for gen-
uine trade union reform is little more than a reactive and atomised re-
sponse to labour militancy. As demonstrated by the ongoing strikes,
this traps most workers in an attitude of distrust towards the ACFTU
most of the time - a situation Friedman calls the »insurgency trap«
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whereby workers cannot access the political gains - such as the Labour
Contracts Law - that »they themselves have produced« (2014: 1001). As I
have demonstrated, the ACFTU can buy time when faced with powerful
sections of the working class and support constraints on labour NGOs
that wish to intervene on behalf of more vulnerable workers. But it has
failed to nurture any sense of harmony between workers and employers
as the CPC is instructing it to do.

6. Conclusion

This chapter has presented a summary of the development of trade un-
ions in China as the ACFTU has attempted to adapt gradually to the
capitalist labour relations of the market economy while remaining un-
der the leadership of the CPC. Although there have been piecemeal
changes to how unions respond to capitalist exploitation in the work-
place, the ACFTU has not undergone any significant organisational re-
structuring that would allow enterprise-level unions to constrain and
bargain with employers, while enjoying the support of higher unions
that are not preoccupied with balancing stability against its members’
rights and interests. As such, the ACFTU does not organise strikes and
its failure to do so means that efforts to establish a system of genuine
collective bargaining will fail as the union will be negotiating from a
position of structural weakness.

On the other hand, we are not looking at a static situation. I have
shown how ACFTU membership has increased dramatically to al-
most 300 million after the shock of restructuring and privatisation of
many state-owned enterprises following the Fifteenth Party Congress
in 1997. The resulting top-down recruitment campaign took place in
the absence of alternative unions as the CPC has refused to make any
concessions to freedom of association. This means that the massive
increase in membership has had little impact on the low levels of work-
ers’ trust in the ACFTU. Most enterprise-level unions remain depend-
ent on management and the higher level unions are constrained by the
CPC leadership.

Although Party leadership of the unions facilitates access to
law-making processes, even relatively labour-friendly laws such as the
Labour Contracts Law are not properly implemented in workplaces due
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to weak unions. In response, workers have increasingly used strikes to
protect their rights and interests and on occasion these efforts have
been assisted by labour NGOs, especially in Guangdong province where
there has been qualified progress in collective bargaining. However,
isolated and rigidly controlled pilot projects in various aspects of trade
union work are no substitute for the right to organise, protection of the
right to strike and a commitment to build a national system of collec-
tive bargaining - all of which remain very distant prospects. Ongoing
labour militancy continues to alarm the CPC leadership and President
and Party General Secretary Xi Jinping has twice ordered the ACFTU to
draw up plans for a programme of trade union reform. These have yet to
materialise in any systematic way. Thus the stalemate continues and it
is still the case that the most important impetus for trade union reform
remains workers’ collective class-based organisation and action.

References

ACFTU (2007): Chinese Trade Unions Statistics Yearbook 2006, Beijing: China
Statistics Publishing House.

ACFTU (2010): Guanyu xin shengdai nongmingong wenti de yanjiu baogao (Re-
search report on the problems of the new generation of migrant workers).
Available at: http://acftu.people.com.cn/GB/11921899.html (accessed on 14
January 2018).

ACFTU (2015): »Trade unions bringing legal aid and rights protection services to
workers.« Available at: http://en.acftu.org/28605/201506/03/1506031434372
14_2.shtml (accessed on 14 January 2018).

Black, G./Munro, R. (1993): Black Hands of Beijing, New York: John Wiley & Sons.

Butollo, F. (2014): The End of Cheap Labour? Industrial Transformation and Social

Upgrading in China, Frankfurt and New York: Campus.

Butollo, F. / ten Brink, T. (2012): »Challenging the Atomization of Discontent:
Patterns of Migrant-Worker Protest in China during the Series of Strikes in
2010«, Critical Asian Studies 44 (3): 419-40.

Cai, Y. (2002): »The Resistance of Chinese Laid-off Workers in the Reform Peri-
od«, The China Quarterly 170: 327-44.

China Briefing (2011): »China to further regulation labour dispute mediation.«
Available at: http://www.china-briefing.com/news/2011/12/07/china-to-fur-

ther-regulate-labor-dispute-mediation.html (accessed on 13 January 2018).



Trade Unions in China 59

China Labour Bulletin (2005): »More than 10,000 striking workers at Japa-
nese-invested Walmart supplier demand right to set up trade union.« Avail-
able at: http://www.clb.org.hk./content/more-10000-striking-workers-japa-
nese-invested-wal-mart-supplier-firm-shenzhen-demand-right (accessed on
15 January 2018).

China Labour Bulletin (2014): »Searching for the union.« Available at: http:/
clb.org.hk/sites/default/files/archive/en/File/research_reports/searching%20
for%20the%20union%201.pdf (accessed on 14 January 2018).

China Labour Bulletin (2018): »Strike Map.« Available at: http://maps.clb.org.hk/
strikes/en (accessed on 13 January 2018).

China Labour Bulletin (2017): »Sack them for Striking. Arrest them for Protest-
ing. Imprison them for Organising — Chinese Workers Are Not Going to Give
Up.« Available at: http://www.clb.org.hk/content/sack-them-striking-arrest-
them-protesting-imprison-them-organising-%E2%80%93-chinese-work-
ers-are-not (accessed on 2 January 2018).

China Labour News Translations (2009): »The Wenling Model: An Experiment
in Trade-Wide Collective Bargaining.« Available at: http://www.cIntransla-
tions.org/article/49/wenling (accessed on 2 January 2018).

China Labour News Translations (2007): »Democratic Trade Union Election in
Reebok Supplier Factory: Five Year Update.« Available at: http://www.cIn-
translations.org/article/24/democratic-trade-union-election-in-reebok-sup-
plier-factory-five-year-update (accessed on 15 January 2018).

Clarke, S./ Pringle, T. (2009): »Can Party-led trade unions represent their mem-
bers?«, Post Communist Economies, 21 (1): 85-101.

Cooney, S. / Biddulph, S. / Zhu, Y. (2013) Law and Fair Work in China, London:
Routledge.

CPCCC (2001): »Xiagang diaocha baogao - xin yingxi renmin neibu maodun yanjiu
2000-2001« (China Survey Report — A Study on Internal Conflicts of the People
under the New Circumstances 2000-2001), Beijing: Central Compilation Press.

Elfstrom, M. (2017): »Counting Contention«, Made in China 2(4). Available at:
http://www.chinoiresie.info/PDF/Made-in-China-4_2017.pdf (accessed 13 Jan-
uary 2018).

Elfstrom, M. / Kuruvilla, S. (2014): »The Changing Nature of Labour Unrest in
Chinak, ILR Review 67 (2): 453-80.

Friedman, E. (2012): »China in Revolt«, Jacobin. Available at: http:/www.jac-
obinmag.com/2012/08/china-in-revolt/ (accessed on 14 January 2018).

Friedman, E. (2014): »Alienated Politics: Labour Insurgency and the Paternalistic
State in China«, Development and Change, 45(5): 1001-1018.



60 Tim Pringle

Fuchs, D. (2015): Das neue »Epizentrum weltweiter Arbeiterunruhe«? Klassen-
zusammensetzung und Arbeitskampfe in China seit den 1980er Jahren, Pe-
ripherie 138/139: 303-26.

Globalization Monitor (2008): »The struggle of a self-organized trade union in
China.« Available at: http://globalmon.org.hk/tags/ole-wolff (accessed on
18 January 2018).

Globalization Monitor (2009): »No Choice but to Fight: A Documentation of
Chinese Battery Women Workers’ Struggle for Health and Dignity«, Hong
Kong: Globalization Monitor.

Greenfield, G. / Leung, A. (1997): »China’s Communist Capitalism: The Real
World of Market Socialism«, Socialist Register, 33. Available at: http://so-
cialistregister.com/index.php/srv/issue/view/432 (accessed on 20 August
2009).

Guangdong Regulations (2014): »Guangdong Provincial Regulation Collective
Contracts for Enterprises«. Available at: http://laborcenter.berkeley.edu/
pdf/2014/guangdong-regulation-collective-contracts.pdf (accessed on 13
January 2018).

Han, Jun (2009): »Zhongguo nongmingong zhanlle wenti yanjiu« (Strategic
Research on China’s Migrant Workers). Shanghai: Shanghai yuandong chu-
banshe.

Hart-Landsberg, M. / Burkett, P. (2004): »China and Socialism: Market Reforms
and Class Struggle«, Monthly Review, 56 (3).

HKCTU (2004): Chinese Labour and the WTO, Hong Kong: HKCTU.

Howell, J. (1998): »Trade Unions in China: The Challenge of Foreign Capital, in
O'Leary, G. (ed.), Adjusting to Capitalism: Chinese Workers and the State,
New York: Sharpe, 150-74.

Howell, J. (2015): »Shall We Dance? Welfarist Incorporation and the Politics of
State-Labour NGO Relations«, China Quarterly 223: 702-23.

ILO (2014): »New rules for wage negotiation in Guangdong will smooth labour
relations.« Available at: http://www.ilo.org/beijing/information-resources/
public-information/speeches/WCMS_334667/lang--en/index.htm (accessed
on 13 January 2018).

Jacobs, A. (2015): »Strikes by Taxi Drivers Spread Across China«, The New York
Times. Available at: http://www.nytimes.com/2015/01/15/world/asia/taxi-
strikes-spread-across-china.html?_r=0, 15.6.2015 (accessed on 14 January
2018).

Karnow, S. (1984): Mao and China: Inside China’s Cultural Revolution. New York:
Viking Penguin.



Trade Unions in China 61

Kuruvilla, S. / Lee, C. / Gallagher, M. (2011): »Introduction and argumentg, in
Kuruvilla, L. / Gallagher, M. (eds), From Iron Rice Bowl to Informalisation.
Markets, Workers, and the State in a Changing China, Ithaca: ILR Press, 1-14.

Lee, C. / Brown, W. / Wen, X. (2016): »What Sort of Collective Bargaining Is
Emerging in China?«, British Journal of Industrial Relations 54 (1): 214-36.

Lee, C.K. (2016): »Precarization or Empowerment? Reflections of Recent Labor
Unrest in Chinak, Journal of Asian Studies, 75 (2).

Leung, P./ So, A. (2012): »The Making and Remaking of the Working Class in
South Chinak, in Carrillo, B./ Goodman, D. (eds), China’s Peasants and Work-
ers: Changing Class Identities, Cheltenham: Edward Elgar, 85-100.

Lide Update (2015a): Lide Update 28. Available at: http:/www.weibo.com/p/
1001603843556757369247 (on file with author).

Lide Update (2015b): Lide Update 16. http://www.weibo.com/p/100160383400
6134222688 (on file with author).

Lin, K. (2015): »Workers on the move: the Lide factory strike«, Made in China (4). Avail-
able at: https://us6.campaign-archive.com/?u=90c7e2baed&id=0d0a5cd1b0 (ac-
cessed on 14 January 2018).

Liu, J. (2010): »Current Structure and Future Change of All China Federation
of Trade Unions (ACFTU)«. Available at: http://umtri.umich.edu/content/Jin-
yun.Liu.Inside.China.2010.pdf (accessed on 2 January 2018).

Liu Shaoqi (1988) [1951]: »Zai quanzong kuoda de weiyuanhui shang de jiang-
hua«, Zhonghua quanguo zong gonghui bian, Liu Shaogi lun gongren yun-
dong (ACFTU Documents, Liu Shaoqi on the Workers’ Movement), Beijing:
Central Committee Documents Publishing House. Available at: http:/www.
people.com.cn/GB/shizheng/8198/30513/30515/33959/2523679.html (accessed
on 14 January 2014).

MOLSS (2008): Laodong zhengyi tiaojie zhongcai fa (Labour Dispute Mediation
and Arbitration Law). Available at: http://www.molss.gov.cn/gb/ywzn/2008-
01/10/content_219148.htm (accessed on 20 August 2009).

Ng, Sek-Hong / Warner, M. (1998) China’s Trade Unions and Management, Bas-
ingstoke: Macmillan Press.

Perry, E.J. (1997): »From Native Place to Workplace: Labor Origins and Outcomes
of China’s Danwei Systemg, in LU and Perry (eds), Danwei: the changing Chi-
nese workplace in historical and comparative perspective, 42-59, London:
M.E. Sharpe.

Pringle, T. / Leung, A. (2006): »Causes, Implementation and Consequences of
Xiagang, International Conference on Labour Relations and Labour Stand-
ards under Globalisation, Beijing University, 1-2 April 2006.



62 Tim Pringle

Pringle, T. (2011): Trade Unions in China: The Challenge of Labour Unrest. Lon-
don: Routledge.

Pringle, T./ Clarke, S. (2011): The Challenge of Transition: Trade Unions in Russia,
China and Vietnam. Basingstoke: Palgrave.

Pringle, T. (2013): »Reflections on Labor in China: From a Moment to a Move-
ment«, The South Atlantic Quarterly, 112 (1): 191-202.

Pringle, T. / Fuchs, D. (2015): »Chinas Arbeiterlnnen schlagen zurtick: Migran-
tische Kdmpfe und Perspektiven gewerkschaftlicher Reform«, Journal far
Entwicklungspolitik, XXXI: 53-78.

Pringle, T. (2016): »What do labour NGOs in China do?«, China Policy Institute.
Available at: https://cpianalysis.org/2016/10/17/what-do-labour-ngos-in-chi-
na-do/ (accessed on 14 January 2018).

Pringle, T/ Crowthall, G. (2017): »China’s Walmart workers: Creating an opportu-
nity for genuine trade unionism.« Available at: http://www.clb.org.hk/sites/
default/files/Walmart%20report%20Final.pdf (accessed on 14 January 2018).

Pringle, T. / Quan, M. (2017): »Taming Labor: Workers’ struggles, workplace un-
ionism and collective bargaining on a Chinese waterfront, ILR Review. Avail-
able at: http://journals.sagepub.com/doi/10.1177/0019793918768791. Also at:
http://eprints.soas.ac.uk/24689/.

Pringle, T. (2017): »A Solidarity Machine? Hong Kong Labor NGOs in Guang-
dongg, Critical Sociology. Available at: http://journals.sagepub.com.ezproxy.
soas.ac.uk/doi/full/10.1177/0896920517716747. Also at: http://eprints.soas.
ac.uk/24209/.

Pun, N./Lu, H. (2010) »Unfinished Proletarianization: Self, Anger, and Class Ac-
tion among the Second Generation of Peasant-Workers in Present-Day Chi-
na«, Modern China, 36 (5): 493-519.

Qiu, J.L. (2009): Working-Class Network Society. Communication Technology and
the Information Have-Less in Urban China. Cambridge and London: MIT Press.

Ramzy, A. (2012): »A labor strike in China offers hope for a more democratic fu-
ture«, Time Magazine. Available at: http://world.time.com/2012/07/08/a-la-
bor-strike-in-southern-china-offers-hope-for-a-more-democratic-future/#
(accessed on 15 January 2018).

Reuters (2012): »China sets target of average 13 percent annual minimum
wage rise.« Available at: http://www.reuters.com/article/2012/02/08/us-chi-
na-economy-jobs-idUSTRE8170DY20120208 (accessed on 14 January 2018).

Schmalz, S. / Sommer, B. / Xu, H. (2017): »The Yue Yuen Strike: Industrial Trans-
formation and Labour Unrest in the Pearl River Delta«, Globalizations 14 (2):
285-97.



Trade Unions in China 63

Sheehan, J. (1998): Chinese Workers: A New History. London: Routledge.

Silver, B. (2003): The Forces of Labour. Cambridge: Cambridge University Press.

Solinger, D. (2001): »Why we cannot count the unemployed«, China Quarterly,
167: 671-88.

State Council Information Office (2002): Zhongguo laodong yu shebao baipishu
(White Paper on Labour and Social Security in China). Available at: http:/
www.china.org.cn/e-white/20020429/1.1.htm (accessed on 6 October 2009).

Traub-Merz, R. (2011): »Wage Strikes and Trade Unions in China — End of the
Low-wage Policy?«, International Policy Analysis, FES.

Traub-Merz, R. (2011): »All China Federation of Trade Unions: Structure, Func-
tions and Challenge of Trade Unions.« Available at: http://www.global-la-
bour-university.org/fileadmin/GLU_Working_Papers/GLU_WP_No.13.pdf
(accessed on 2 January 2018).

Traub-Merz, R. (2012): »Representing Workers' Interests Through Trade Un-
ions«, in Traub-Merz and Ngok (eds), Industrial Democracy in China: With
additional studies on Germany, South-Korea and Vietnam, pp. 11-51.

Unger, J. (2013): »Die Veranderung der Arbeits - und Lebensbedingungen chine-
sischer Wanderarbeiterinnen und ihre Auswirkungen auf Arbeitskonflikte«,
in Egger, Georg et al. (eds), Arbeitskampfe in China. Berichte von der Werk-
bank der Welt. Wien: Promedia, pp. 23-34.

Wei, Jianxing (2000): »Renzhen xuexi guanche dang de shiwu ju wu zhong quan
hui jingshen. Jin yi bu jia kuai xin jian giye gonghui zu jian bufa« (Conscien-
tiously implement the spirit of the Fifth Plenary Session of the Fifteenth Cen-
tral Committee and speed up the organising and establishing of trade unions in
new enterprises), Beijing Federation of Trade Unions. Available at: http:/www.
bjzgh.gov.cn/jianghua/5_jianghua_13.php (accessed on 10 October 2005).

Weil, R. (1996): Red Cat White Cat: China and the Contradictions of Market So-
cialism, New York: Monthly Review Press.

Xu, Xiaohong (2003): Conflict and Negotiation: Research into Labour Relations
in Private Enterprises in Contemporary China. Beijing: China Social Security
Publishing House.

Yang, Lin (2009): »Zhuazhu Chongxin Shenguan Laoze Geju, Xiaochu Laoze
Maodun Yinhuan, Tiaozheng Laogong Zhengce de Jihui« [Grasp the oppor-
tunity to re-evaluate labour relations, eliminate hidden contradictions and
adjust policyl, Liaowang, 16 December 2009.

Zhang, Honglin / Shunfeng, Song (2003): »Rural-urban migration and urbaniza-
tion in China: Evidence from time series and cross-section analyses«, China
Economic Review, 14 (4): 386-400.



64 Tim Pringle

Zou, Z./ Wei, Q. (2001): »Zhengfu, giye, he jiating zai chengdu shi xiagang nu-
gong de shehui zhichi wangluo zhong de zuoyong« (The role of govern-
ments, enterprises and families in social support networks of laid-off wom-
en workers), Renkou yu jingji (Population and Economics), Capital University
of Economics and Business, June, pp. 55-60.



Trade Union Elections in China:
Past, Present and Prospects’

Chris King-Chi Chan and Elaine Sio-leng Hui

1. Introduction

Industrial relations in China have undergone substantial changes since
1978, as the country has shifted from a command economy to a market
economy with a strong state presence and has gradually been incorpo-
rated into global capitalism. With the large-scale privatisation of state-
owned enterprises and the increasing inflow of foreign investment in
the private sector, Chinese workers have become more vulnerable in
the labour market and have been subjected to unfair and often illegal
treatment at work. The party-controlled trade unions - which some
scholars call »sham« trade unions (Taylor and Li 2010), a »transmis-
sion belt« (Chan, A. 2008); or just part of the government bureaucracy
(Friedman 2009) or party apparatus (Lee 2000) - have failed to protect
workers against unscrupulous employers. This has induced widespread
extra-trade union activism in China. Specifically, strikes bypassing of-
ficial trade unions have become a vital means through which Chinese
workers safeguard their interests in the face of capitalist exploitation.
In 2010, the strike at Honda sparked a country-wide wave of strikes in
China (Chan and Hui 2012).

Increasing labour militancy has put huge pressure on both the Chi-
nese government and the official trade unions to promote, at the enter-
prise level, what are officially called »direct elections« (zhixuan) (Jingbao
2012; Zhongguo 2012) or »democratic elections« (minzhu xuanju) (Yang-
1 This paper is a modified and summarised version of Hui and Chan (2015). The authors would
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cheng Wanbao 2010; Nanfang Daily 2012b, GDFTU 2012b), especially in
the Pearl River Delta (PRD) of Guangdong Province. Such direct elec-
tions were viewed by some union reformers as a way of improving the
representative capacity of enterprise-level trade unions (Pringle 2011).
At national level, on 5 June 2010 the All-China Federation of Trade Un-
ions (AFCTU) issued a document entitled »Reinforcing the building of
workplace trade unions and giving them full play« (ACFTU 2010), which
stated that workplace trade union elections should be conducted in ac-
cordance with the law. In August 2010, then deputy chair of ACFTU, Mr
Wang Yu Pu, noted, at a national meeting on trade union grassroots or-
ganising, that trade unions »in enterprises in which conditions have ma-
tured should explore the possibility of holding direct elections of trade
union chairs; they should ensure that such elections truly reflect mem-
bers’ true preferences and that the elected chair can represent workers,
be a voice for them and act for them« (Liaowang 2012). In March 2012,
the ACFTU sent an investigation team to Guangzhou to study the imple-
mentation of »democratic elections« in enterprises (GDFTU 2012) and in
June it extended this research to Shenzhen (CLB 2012).

Is this new policy initiative a signal from the party state for the bot-
tom-up democratisation of ACFTU? Is there any hope for democrat-
ic unionism in workplaces under China’s authoritarian regime? If not,
what are the barriers to this? This chapter attempts to answer these
questions.

We will first review the history of workplace trade union elections
in China since the economic reforms took off in 1978. We will then out-
line three stages of trade union committee elections: (i) the »top-down«
approach initiated by the party state or its apparatus; the approach in-
duced externally by transnational corporations; and, more recently, (iii)
a new type of election driven by strikes. Although strike-driven trade
union elections constitute a new step for union democratization, by
studying eight cases in the Pearl River Delta from 2012 to 2013, the
authors found that they are usually indirect or quasi-direct in nature
as the candidacies of union leaders are often manipulated by the party
state and the All-China Federation of Trade Unions (ACFTU). For the
purpose of this chapter, we selected two cases to demonstrate our find-
ings. We argue that the structural barriers to trade union democratiza-
tion remain, although the possibility of changes in workplace relations
after strike action has been observed.
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2. Trade Union-directed Elections in China since 1978:
Three Stages

In China, union officials at the enterprise level are generally appointed, not
elected. Furthermore, chairs of enterprise trade unions are usually con-
currently Chinese Communist Party (CCP) cadres, local government offi-
cials or senior managers of the relevant enterprises (CLB 2007). However,
enterprise union elections are not completely foreign to China and some
experimental elections have been held in various parts of the country since
the 1980s. As a matter of fact, there is a framework for enterprise trade un-
ion elections in Chinese law. According to the Trade Union Law (Article 9),
Provisions on the Work of Enterprise Trade Unions (hereafter, Provisions
on Trade Unions, Article 11) and Trial Measures on the Election of Enter-
prise Trade Union Chairs (hereafter, Measures on Trade Union Chairs, Ar-
ticle 14), the union executive committee and chair can be elected in either
the trade union members’ congress or the trade union members’ represent-
atives’ congress; in the former case, all members can vote in the election,
whereas in the latter only a handful of members can vote. Meanwhile, it is
stipulated in the Measures on Trade Chairs (Article 20) and the Provisions
on Trade Unions (Article 51) that an enterprise union chair should be un-
der the leadership of both the enterprise party branch and the higher-level
unions, with the former playing a more important role. In enterprises with-
out any party branch, the union should be under the sole leadership of the
higher-level unions. The paradox between the democratic procedures for
union chair elections and the emphasis on the party state’s leadership well
reflect the dual institutional identities of Chinese trade unions, which act
as part of the state apparatus and as labour organisations simultaneously
(Chen 2003). Most plant union elections that have taken place in recent
decades were either initiated top-down (by the higher-level trade unions or
the party state) or induced by transnational corporations. Only after 2010
did strike-driven elections start to emerge. In this section, we will review
this historical development and the limitations of these types of election.

2.1 Party-state Top-down Elections

The first elections initiated top-down took place in 1986 in the SheKou
industrial zone in Shenzhen (Nanfang Daily 2012). A few companies were
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involved in this pilot scheme. However, »direct elections« did not spread
to other areas of the country, and over time the so-called direct elections
became a formality in the original companies, as management heavily
influenced the selection of candidates. Howell (2008) studied the enter-
prise trade union elections initiated by reformers within the national and
provincial trade unions in the provinces of Guangdong, Shangdong and
Zhejiang from the mid-1990s. She concluded that direct elections could
be widely adopted only when »there is a shift in the political context,
either because of regime crisis or because of political liberalization«
(Howell 2008). Howell’s state-centred approach cast light on the internal
dynamics of ACFTU and the party state, but she neglected the role of
labour as a crucial social force shaping the development of direct elec-
tions and trade union democracy in China. She probably did not foresee
the waves of migrant workers’ strikes that have the potential to influ-
ence workplace relations. More recently, Pringle (2011) examined two
top-down-initiated enterprise elections organised by the Yuyao (city)
Federation of Trade Unions and the Yuhang Federation of Trade Unions
in Zhejiang during the 2000s. He argued that there was no solid evidence
that union elections in Zhejiang had improved workers’ pay and working
conditions or the effectiveness of ACFTU; this was partly because of the
dependence of the elected unions on employers and the lack of support
from higher levels of the union organisations. He also found the manip-
ulation of candidacies via employer or higher level trade unions, which
were indeed working together. Unlike Howell’s state-centred perspec-
tive, Pringle did not place much hope in ACFTU or the state to drive the
development of union elections. He contended that labour unrest would
increase the pressure on ACFTU to »further improve its effectiveness
in representing workers’ legitimate rights and interests« (Pringle 2011).

2.2 Elections Induced by Transnational Corporations

In addition to elections initiated top-down by the party-state or its ap-
paratus, there have been a few elections induced by transnational cor-
porations in recent years (Yu 2008; Chan, A. 2009). These requests by
transnational corporations are generally a response to strong consumer
movements in Western countries. Transnational corporations ask their
supplying factories in China to conduct such elections under the um-
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brella of their corporate social responsibility (CSR) programmes. In re-
sponse to pressures from overseas consumer groups and labour NGOs,
CSR programmes have become fairly common in China since the 1990s.
In her study of the elections initiated by Reebok in the early 2000s in two
sub-contractors in Shenzhen and Fuzhou, Chan (2009) suggested that
elections prompted by CSR programmes have not led to trade unions be-
coming independent of enterprise management. Chan stressed the lever-
age that transnational corporations have over their suppliers in China and
argued that the pilot election programmes could have worked better had
the relevant transnational corporation applied stronger pressure to its
suppliers and given more support to the elected unions (Chan, A. 2009).
Chan was right to pay attention to the power relations between the
transnational corporations and their sub-contractors when analysing un-
ion elections in China in the context of global production chains. Howev-
er, she seemed to have placed too much hope in the transnational corpo-
rations, which have been the key drivers of and the biggest beneficiaries
in the global economic race to the bottom. The key issue is that CSR,
backed by the consumer movement in the West, is not strong enough to
compel both transnational corporations and their suppliers to take union
elections seriously without strong state intervention and worker power.
CSR programmes have long been criticised as public relations ploys on
the part of TNCs (Pun 2005; Chan, K.-C.C. 2013) and the TNC-induced
elections were probably another piece of window dressing. The union
elections recently held in Foxconn, an electronic supplier of many global
brands - including Apple - were another example of TNC-induced elec-
tions (Financial Times 2013). In 2010, at least 14 Foxconn workers commit-
ted suicide in their factory dormitories (Huffpost Tech 2012), which raised
concerns over its militaristic managerial style. The wave of workers’ sui-
cides and resistance in Foxconn continued in subsequent years (SACOM
2013). Under pressure from Apple, in February 2013 Foxconn agreed to
organize union elections in its Chinese factories. However, according to a
survey conducted by a group of students and scholars, 90.2 per cent of the
workers interviewed in Foxconn were unaware of the union elections and
94.7 per cent of them had not voted in them (SACOM 2013). Moreover,
the Foxconn spokesperson made it clear in a media interview that »union
elections have never been on Foxconn's agenda« (SACOM 2013). As these
cases show, transnational corporations are not likely to truly embrace
trade union elections, which would probably increase their labour costs.
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2.3 Strike-driven Elections

The recent strike-driven trade union elections differ significantly
from previous ones in terms of their driving force. They are neither
top-down-initiated nor TNC-induced; rather they have been instigated
by workers’ strikes and we shall refer to them as workers’ strike-driven
elections. Most of these cases have taken place in the Pearl River Del-
ta (PRD) of South China after the Honda strike in 2010 (Chan and Hui,
2012), where we conducted our empirical research. We investigated eight
factories in the cities of Shenzhen, Foshan and Guangzhou from Sep-
tember 2012 to March 2013. At the enterprise level, we interviewed 100
workers, three trade union members’ representatives (gonghui huiyuan
dabiao), five enterprise union officials (gonghui weiyuan) and three union
chairs. We also conducted participant observation in some trade union
activities (such as the Staff and Workers” Congress and meetings among
the enterprise union officials) and workers’ gatherings. Due to space lim-
itations, we shall not elaborate on all eight cases. Instead we shall close-
ly examine two factories: Autoco, an automobile spare parts factory in
Fushan, and Eleco, an electronics factory in Shenzhen. We focus on these
two cases because they were highly promoted by the government and
ACFTU as models and were widely reported by the official media.

The examination of these two factories was embedded in the analysis
of the eight cases and the larger development of union elections in China.
To increase our ability to generalize from these cases, we supplemented
the case studies by interviewing five trade unionists at the district, city
and provincial levels, four labour scholars and by conducting a systemic
review of internet materials, media reports, trade union documents and
government reports. In 2013, the year our fieldwork finished, President
XiJing Ping took power and his government has adopted more repressive
and hard-line policies with regard to industrial relations and society in
general. Since then, the main strategy of trade union reform has changed
to one of strengthening the capacities of local ACFTU branches.?

As will be elaborated in the next section, we find that worker activ-
ism from below was the main impetus for the recent elections, but the
implementation of the elections was shaped by the dynamics among the

2 Examples of trade union reform pilot projects in this direction can be found in cities such as
Shenzhen, Shanghai and Chongqing.
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quadripartite actors® - the party-state, higher-level trade unions, labour
and capital - and in fact the elections reflect the balance of forces be-
tween these actors in industrial relations after strikes.

3. Workers' Strikes-driven Elections
in the Pearl River Delta

As most of the strikes staged by migrant workers* take place in Guang-
dong, it is not surprising that trade unions in the province are more
active in promoting and initiating direct elections than other provinces.
Then Deputy Chair of the Guangdong Provincial Federation of Trade
Unions (GDFTU), Mr Kong Xiang Hong, confirmed in June 2010 that the
federation would speed up the democratisation of plant trade unions
and he announced that a pilot scheme for the »democratic election«
of workplace trade union presidents would be conducted at ten facto-
ries (Takungpo 2010). In Shenzhen Special Economic Zone, the Deputy
Head of the Shenzhen Federation of Trade Unions (SZFTU), Mr Wang
Tongxin, announced a plan to organise union elections in 163 enter-
prises in Shenzhen in 2012 (Liaowang 2012). In August 2012, the SZFTU
issued the Opinions on Further Strengthening the Organizing of Enter-
prise Trade Unions, which states that democratic elections should be
organised in enterprises (Nanfang Daily 2012c). In the provincial cap-
ital city Guangzhou, the Measures on Candidates for the Elections of
Guangzhou Enterprise Trade Union Chairs and Interim Measures on
Appointing Trade Union Inspectors to Instruct the Elections of Grass-
roots Trade Union Chairs were issued in 2011 to guide enterprise trade
union elections (Nanfang Gongbao 2011). Furthermore, the new chair
of the Guangzhou Federation of Trade Unions (GZFTU), Ms Zhao Xiao

3 When discussing strike settlements in China, Chen (2010) also suggested that they usually
involve a quadripartite settlement involving the party-state, trade unions, workers and em-
ployers.

4  Most of the production workers in the Pearl River Delta of Guangdong province are rural-ur-
ban migrant workers from inland provinces. In China, they are also called peasant-workers
(nongmin gong) as they move between industrial city and rural village and do not have
urban residential rights. In 2003, the party-state’s policy started to see peasant-workers as
an important component of the production workers category and consider them deserving
of state protection. Before this, migrant workers were excluded from AFCTU; ACFTU started
to allow migrant workers to become members in 2003.
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Wei, highlighted that enterprise union elections should be organised in
accordance with the law. Our two case studies were carried out in the
cities of Foshan and Shenzhen, respectively.

3.1 Autoco

The Autoco workers staged a strike that bypassed the enterprise trade
union in May 2010, which involved over 1,800 workers and lasted for
17 days. In addition to higher wages and better welfare, workers also
demanded democratic workplace union elections. They argued that
the trade union chair, who was the Deputy Head of the Business Man-
agement Department, represented the management’s interests rather
than those of the workers. Subsequently, in response to the strikers’
demand, the higher level unions organized union elections in Autoco
from September to November 2010 and then in late 2011.

Figures 1 and 2 show how the trade union elections were organised
after the strike. Reviewing the election process and procedures, we

Figure 1: Union elections at Autoco, 2010
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Figure 2: Union elections at Autoco, 2011
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identified two merits (expanded union structure and meaningful direct
election of union representatives at the division and department levels)
and two shortcomings (the undemocratic formation of the election pre-
paratory committee; indirect election of enterprise union committee
members) of the reform.

Expanded Union Structure

Before the strike, as the workers were told later on, there were already
trade union representatives (fewer than a hundred in number), union
executive committee members (seven in total) and the union chair.
However, many workers, including those who had worked in the com-
pany since its establishment in 2007, were unaware of their existence;
this suggests that they were not properly elected by the workers. As
part of the trade union reform after the strike, the union organisa-
tion was expanded to include union division representatives (gonghui
xiaozu daibiao) and a union branch committee (gonghui fenhui weiyuan).
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The former were elected at the division level (ban), whereas the latter
were elected at the departmental level (ke). Moreover, in the post-strike
elections five more union executive committee members and two vice-
chairs were elected. The overarching trade union structure was broad-
ened to improve union-worker relations as the newly added union rep-
resentatives and officials, especially those from the lower levels, may
better convey members’ opinions to the enterprise union committee.

Undemocratic Preparatory Committee

To prepare for these elections, an election preparatory committee was
established to decide the electoral rules and regulations. This commit-
tee comprised the existing seven union committee members, whom our
worker interviewees said were not elected through proper elections (if
there were any at all), two trade union members’ representatives and
two staff and workers’ representatives (zhigong daibiao), whom work-
ers were not aware of before the strike, and two strike representatives.
Among these 13 people, only one was a rank-and-file worker and two
were lower-level supervisory workers; the others were managerial staff.
One of the election preparatory committee members told us that the
district- and town-level trade union officials attended all of their meet-
ings, giving suggestions and commenting on electoral procedures (in-
terviews with workers, December 2010).

»Sea Elections« at Division and Department Level

There were seven departments in Autoco, each consisting of a number
of divisions. Altogether there were about 72 divisions in the company.
At the first stage of the union reform, workers in each division elected
their division representatives using the so-called »sea election« meth-
od, which Pringle (2011) found to be the most »democratic« form of
election - there were no candidates; workers just put down the name of
the person they supported on the ballot paper. The worker who got the
most support from their colleagues became the division representative.
At the second stage, the elections for the seven union branch commit-
tee members were held at the departmental level. The elected division
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representatives in each department first used the sea election method
to elect four candidates from among the division representatives to run
for the branch committee. These candidates were subject to the approv-
al of the higher-level trade unions. Subsequently, the workers in the
department as a whole voted to elect three branch committee members
out of the four candidates. The candidate with the highest number of
votes in this election became the branch chair. These two levels of elec-
tions were fairly direct and democratic, but this was not the case in the
election of the union committee and vice-chair.

Indirect Election of Enterprise Union Committees

The union executive committee, including the chair and vice chair,
is the centre of power in the union structure; the union division and
branch committees serve merely as subordinate consultative units. For
the elections of the union executive committee, each union branch first
nominated three candidates for a total of 21 candidates. Then the elec-
tion preparatory committee, dominated by the managerial staff, elected
six candidates out of the 21. Following this, the trade union members’
representatives (whose existence most workers were unaware of before
the strike) elected five union committee members out of the six candi-
dates. The two newly elected committee members with the most votes
then became the vice-chairs. At this stage most newly elected division
representatives and the union branch committee members could not
vote in the elections because they were not the union members’ repre-
sentatives. Excluding the majority of workers from the elections of the
executive committee members and the vice-chair was highly controver-
sial (if not completely undemocratic), not to mention the fact that the
legitimacy of those who had been granted the privileges of voting was
strongly disputed.

The 2011 Election
The term of the union executive committee ran out at the end of 2011

and elections were held to elect the new committee for a new three-
year term, from 2012 to 2015. Shortly before this election, the election
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for the new term of trade union member representatives was held. Re-
placing the old representatives who were unknown to most workers,
the new union member representatives were elected by the members.
For the election of the new union executive committee, as in the previ-
ous election, there were restrictions on who had the right to nominate
candidates and who had the right to vote. This time, the outgoing union
committee members, who came largely from the managerial level, had
the sole privilege of nominating the candidates after consulting with
the union division representatives and the union branch (see figure 2).
Before putting forward their nominations, the outgoing committee had
first to seek approval from the Autoco Party branch (which together
with the Chinese Communist Youth League branch was set up shortly
after the strike) and the town-level trade union (Lau 2012). According
to the Measures on Trade Union Chairs (Article 7),° the enterprise party
branch, together with the next level up of the trade union and the un-
ion members’ representatives, were responsible for the nomination and
election of the enterprise union chair. After all these steps were accom-
plished in November 2011 the union member representatives’ congress
was held to elect the new union committee members. Following this,
the union chair was elected from among the new committee members.
In a nutshell, the majority of the rank-and-file members were denied the
chance to elect those who were supposed to govern the trade union on
their behalf. Like the election in 2010, the newly elected union members’
representatives were the only people granted voting privileges but they
were only allowed to choose from the preselected options offered by
the outgoing committee members who were under the leadership of the
party-state and the higher-level trade unions, and the influence of the
management.

Who were elected under such highly manipulated circumstances? A
union branch chair told us that »the higher level trade unions suggested
that the position of the enterprise union chair should be taken by the
mid-level management, such as the department head. This would make

5 The full name of the document issued by ACFTU is »Measures for the Election of the Trade
Union Chairs of an Enterprise«. Its Article 7 states the following: »Where the term of the
trade union committee of an enterprise expires or a trade union is newly formed, a leading
group composed of the representatives of the trade union at the next higher level, the Party
organization of the enterprise and the members shall be set up to take charge of the work
of nominating and electing the trade union chair.«
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the work of the union easier and smoother« (interview with a union
branch chair, 26 September 2012). Such candidates would have greater
capacity and confidence to negotiate with the management compared
with lower ranking workers. The results were in line with this advice.
The newly elected chair was a departmental head, and simultaneously
the Secretary of the Party branch in Autoco. In other words, he was
someone to whom both the company and the party-state could entrust
the trade union.

3.2 Eleco

In April and May 2012, elections were held at Japanese-owned Eleco,
after workers had gone on strike in March to demand higher wages,
better benefits and the democratic election of trade union officials.
The factory employed about 850 workers (Liaowang 2012; Southern
Metropolis Daily 2012). The previous chair, who was a departmental
head (bu zhang),® noted in a newspaper interview that »the enterprise

6 In Eleco and Autoco, they use different Chinese words to name departments.

Figure 3: Union elections at Eleco, 2012
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trade union was arranged by the higher-level trade unions; it was es-
tablished merely for the sake of it and its officials were not elected«. At
the time of the strike, all of the union executive committee members
came from the managerial and supervisory level (Southern Metropolis
Daily 2012) and they did not support the strike. During the strike, the
workers issued an open letter with seven demands; trade union elec-
tions were at the top of the list. After the strike, the company agreed
to organise a union election. Furthermore, the company agreed to give
the union an annual operating fee of 100,000 yuan and that the CEO
would have two meetings with the union chair each year (Southern
Metropolis Daily 2012b).

The key issues in the Eleco elections were, again, who had the right
to run for office, to nominate candidates and to vote, and who were ac-
tually elected (see figure 3). As in the case of Autoco, a trade union pre-
paratory committee was first set up to decide on election procedures.
Little was known about the composition of this preparatory committee;
it was not reported by the media nor revealed by our interviewees. The
Eleco workers first elected union committee members for the seven
branches - altogether 75 in number - who were at the same time elect-
ed as the union members’ representatives. This was different from the
Autoco case, in which the branch union committee members (and the
division representatives) were not necessarily the same as the union
members’ representatives. Our interviews with workers determined
that different departments deployed different election methods at this
level. For example, in some departments, workers nominated the can-
didates, whereas in others the managers designated the candidates
(interviews with workers, 22 November 2012). According to a newspa-
per report, 65 out of the 75 (87 per cent) union members’ representa-
tives were rank-and-file workers (Liaowang 2012). In our interview
with workers, interviewees also told us that »a lot« of the union repre-
sentatives were ordinary workers, although they could not remember
the exact number. The second stage of the elections selected the 11
union executive committee members. The 75 union members’ repre-
sentatives first elected from among themselves 14 candidates for the
union executive committee. The trade union preparatory committee,
which had an unclear composition, was given the power to approve
these candidates (Economic Observer Daily 2012). Once the candi-
dates were approved, the union members’ representatives elected 11 of
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the 14 to be union executive committee members. In other words, only
the 75 union members’ representatives, out of the 850 workers in Ele-
co, had the right to nominate candidates and vote in the election of un-
ion executive committee members. According to our interviews with
workers, among the 11 newly elected officials, only one was a rank-
and-file worker; the others were department heads, section managers
(ke zhang), team leaders (zu zhang) and so forth. The third stage of the
process was to elect the union chair and vice chair. The 11 elected exec-
utive committee members elected among themselves three candidates
for the union chair and vice-chair, and then the 75 union members’
representatives voted for their preferred candidate. In this stage, the
right of nomination was restricted to an even smaller number of peo-
ple. After numerous rounds of voting, a new chair, who was the section
head of the production department, was elected (Nanfang Daily June
2012).

3.3 Discussion

A number of features of these two elections deserve critical attention.
First, despite the claim that the elections were »direct« and »demo-
cratic« it is important to focus carefully on who had the right to run in
the elections, who had the right to nominate candidates, who had the
right to vote and who were actually elected. In the case of Autoco, the
elections of the division representatives and the union branch commit-
tee were fairly direct and democratic; however, the direct participation
of workers stopped at this level. Only the branch committee and the
election preparatory committee, dominated by managerial staff, had
the right to nominate candidates for the union executive committee.
Furthermore, only the union members’ representatives had the right to
vote in these elections. In the second case, the election process was not
direct, but highly cumbersome. Furthermore, the elections were only
quasi-democratic. The higher the level of the position being filled, the
more exclusive was the election process and the fewer the number of
workers who had the right to nominate and vote in the election. More-
over, the higher the position within the union structure, the lower the
number of rank-and-file workers who were elected. This indirect elec-
tion system had a strong filtering mechanism that not only excluded
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rank-and-file workers from the top positions, but also excluded them
from nominating and voting for candidates for such positions.

The »direct elections« taking place in the Pearl River Delta seem
to have taken the easiest route from the authorities” point of view, but
it definitely is the least inclusive approach from a democratic-partici-
patory perspective. As reviewed earlier, according to the regulations,
union committee members, including the chair, can be elected in either
the trade union members’ congress (direct election or »sea election«) or
trade union representatives’ congress (indirect election). In this chap-
ter, we find that the model cases publicized by the party-state are those
characterised by indirect union elections in which only a handful of
members can vote. When most union members cannot vote directly in
the election of union executive committee members and chairs, the ac-
countability of officials to rank-and-file members may be weakened and
the chances that companies or higher-level trade unions will manipu-
late the elections may increase. However, this election system allowed
most workers to vote at the lowest level of the union elections, giving
them a minimal sense of control.

The second issue worthy of our attention is the role of the high-
er-level trade unions in these elections. This type of indirect election
system reflects the reservations the city-, provincial- and national-level
unions have about direct democratic elections; they are afraid that they
will lose control over workplace unions if workers directly elect union
presidents because workers may nominate or elect somebody who is
deemed »untrustworthy« by the higher-level unions. In the Autoco case,
for example, our worker informants revealed that the new union chair
who joined the factory after the strike was sent by either the govern-
ment or the higher-level trade union. He was an experienced official
in other mass organizations of the party-state. In both cases, the influ-
ence of higher-level trade unions was conspicuous. In the Eleco case,
the electoral procedures were designed by the SZFTU (interview with a
labour scholar, 10 October 2012). They »gave guidance« (zhidao) to the
previous chair on how to carry out the elections and sent officials to
attend the elections (Longang District Trade Union 2012). Their involve-
ment was not restricted to procedural issues; they were also involved in
matters of real significance. They kept a tight grip over the nomination
of candidates, as revealed by then vice president of the GDFTU in a
newspaper interview on the Eleco elections:
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no matter what elections method is used, the most critical thing [is]
the nomination and confirmation of the candidates; this is the most
fundamental procedure ... Candidates should not be casually pro-
posed by any individuals or organisations; instead they should be
proposed by workers on the conditions that they are approved by the
higher-level trade unions.

Nanfang Daily June 2012

This demonstrates that the higher-level unions want to be gatekeep-
ers. Only candidates who were deemed trustworthy and qualified in the
eyes of the government apparatus were allowed to run in elections. In
fact, according to the Measures on Trade Union Chairs (Article 9), the
higher-level trade unions and enterprise party branches are required to
review the candidates for enterprise union chair and substitute candi-
dates who are not deemed qualified. Under the system of democratic
centralism,’ it is stated clearly that the lower-level unions must obey
the higher-level ones (Constitution of the Chinese Trade Unions, Article
9). The higher-level unions should guide the enterprise union elections
(Trade Union Law, Article 11; Measures on Trade Union Chairs, Arti-
cle 4) and all elected officials and candidates for union chair should be
subject to the approval of higher-level unions and the enterprise party
branch (Provisions on Trade Unions, Articles 11 and 24; Measures on
Trade Union Chairs, Article 11). In other words, on the surface, workers
or their representatives have been given the right to vote, but in fact
they are only allowed to fly within a cage.

The third issue that needs to be considered is the actions of the
company. At Autoco, one of the key strike leaders obtained the same
number of votes as her rival in the election of division representatives,
making a second round of voting necessary. Before the second round, a
division head (ban zhang) tried to persuade his subordinates not to vote
for the strike leader. In the end, she got only eight votes compared to
her rival’s more than twenty. Some of her colleagues apologised to her
after the election, saying that they did not vote for her because of pres-
sure from the division head (interview with a strike leader, 28 Septem-

7 Democratic centralism is a Leninist idea concerning decision-making mechanisms and dis-
ciplinary policy within the Communist Party. Debates are allowed inside the Party before
a decision is made. After a policy is formulated, however, the lower levels must follow the
instruction from the higher level.
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ber 2010). The enterprise’s desire to influence the election by excluding
worker activists was evident.

Under this type of quasi-democratic and partly manipulated elec-
tion, who was actually elected in Autoco? In the end, two vice chairs
were elected in February 2011 - one was a department head and the
other the deputy head. Most of the newly elected executive committee
members (with only one exception) were from the managerial or su-
pervisory levels. In the Eleco case, in some departments the manag-
ers selected the candidates who would run in the election of the union
members’ representatives; this was certainly improper managerial ma-
nipulation. In addition, it was reported that after the union elections
a number of strike activists were removed from their original job po-
sitions. Some workers regarded this as revenge by the company. The
Eleco trade union tried to seek help from the SZFTU but did not get a
positive response. The SZFTU told the trade union that »this is about
the development needs of the enterprise and the trade union should not
intervene« (China Fortune 2012). It was obvious that although the com-
pany had agreed to hold the union elections, it was far from tolerant of
strike activists. The suspected revenge on the strike activists and the
tacit consent given by the SZFTU has overshadowed the future devel-
opment of the fledging trade union.

The fourth issue is that the current indirect election has also defeat-
ed its original purpose of making the unions more legitimate and repre-
sentative. At Autoco, some workers from the assembly division, discon-
tented with the newly elected trade union in wage bargaining, staged
an extra-trade union strike to demand a higher pay rise in 2013. Shortly
after the strike broke out, the management tried to persuade the strik-
ers to resume working, but the latter were unmoved. Later, the union
chair and the union branch committee members came to persuade the
strikers to talk to the management in the meeting room. At this meet-
ing, the union chair broke down in tears, saying that the union had tried
its best to advance workers’ interests and he was surprised to see the
workers going on strike. Instead of supporting the workers’ strike, the
elected trade union acted as the company’s mediator to halt it.

On 28 February 2013, an incident took place at Eleco that drew wide
attention. A hundred and six Eleco union members signed a joint letter
requesting the recall of the newly elected chair from office (interview
with workers, 7, 8, 10, 11 March 2013; Guangzhou Daily 2013; Yangcheng
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Evening News 2013). These Eleco workers were dissatisfied with the
chair because he did not support workers who had labour disputes re-
lated to their labour contracts. Workers wrote in their letter to the pub-
lic that they had sought help from the enterprise union numerous times,
but »the union did not take any measures, and thus we were deceived by
the company, and signed the settlement agreement (...) we asked the un-
ion to intervene in the dispute afterwards; it did not offer any help and
the chair even kicked us out of the union office«. The workers’ request
to recall the enterprise union chair was not approved by the enterprise
trade union committee, which has been given the right by the trade un-
ion laws to make decisions on recall requests (Chinese Workers 2013).
And a labour scholar told us that the SZFTU found the workers’ recall
request irrational. Because of the disruption caused by the enterprise-
and city-level unions, the recall request was turned down.

4. Conclusions

Studying the two model cases widely publicized by the party-state, we
have demonstrated that the new type of trade union election emerging
in the Pearl River Delta is usually indirect or quasi-direct in nature as
the candidacies of union leaders are often manipulated. Several conclu-
sions can be drawn from our case studies.

First, the higher-level unions and the enterprise party branch are
the rule-setters in the game. Although having all union members vote
in the election of union executive committee members and the commit-
tee chair is one of the possible election methods stipulated by law, in
all eight cases we studied the higher-level trade unions and enterprise
party branch have chosen electoral procedures that restrict the majority
of workers to nominating candidates for and voting in lower-level union
elections, while granting the privilege to nominate and cast a vote in
the higher-level elections (trade union committee members, chair and
vice chair) to fewer than a hundred workers. In addition, the nomina-
tion of the union chair and executive committee members requires the
approval of the higher-level unions and the enterprise party branch.
This is an essential constraint on grassroots trade union democratiza-
tion in China, as the workplace unions are not allowed organisational
autonomy from ACFTU higher-level unions in structure and practice.
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Our second conclusion is that management has maintained influ-
ence over elections. In the case of Eleco, the management manipulated
the elections by selecting the candidates who could run as union mem-
bers’ representatives and who, once elected, would be the only peo-
ple allowed to vote in the elections for the union executive committee
members and chair. In the case of Autoco, the management pressured
workers to not vote for the strike leaders, to prevent the »troublemak-
ers« from being elected as branch committee members. The involve-
ment of the higher-level unions has resulted in electoral procedures full
of filtering effects and management manipulation has made an already
biased system even more biased.

Third, although their wildcat strikes led to union elections in their
companies, the workers have no guarantees that their extra-trade un-
ion activism will be smoothly transformed into institutional power for
rank-and-file workers. The rules of the game established by the high-
er-level unions and the enterprise party branches, as well as manage-
ment influence have frustrated many strike activists. Workers’ strikes
were the main impetus for the recent wave of enterprise union elec-
tions in Guangdong; their extra-trade union workplace bargaining
power pressured the party-state, higher-level unions and management
to accept union elections. However, the original uneven playing field
was restored in the implementation of the elections. On this playing
field, the party-state, the higher-level unions and management exercise
far greater institutional and organisational power than the workers. If
workers’ extra-union associational power is not sustained after strikes,
union elections are quickly turned into indirect and quasi-democratic
elections by the state-capital alliance. If the Chinese trade unions can-
not get rid of the identity dualism highlighted by Chen (2003), not to
mention management manipulation, then workers” struggles, such as
the Eleco workers’ attempt to recall their pro-company chair and Au-
toco workers’ strike to demand a wage increase higher than the one
agreed by the trade union will continue. This kind of labour power,
if strong enough, could reconfigure power relations between the par-
ty-state, trade unions, capital and labour and may be able to push dem-
ocratic trade unionism a step forward.

Considering the small sample of our research, further research
should be conducted on other cases and in other parts of the coun-
try. However, based on findings in the research, we are not optimistic
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about the future of ACFTU’s grassroots reform through »direct elec-
tions«. The barriers to transitioning to democratic workplace union-
ism come from the double manipulation imposed by the party-state and
management with regard to the election and operation of trade unions.
Workplace trade unions are not allowed to retain autonomy from ACF-
TU higher-level trade unions, which have to be under the leadership
of the local party-state and usually work together with the employers.
Many researchers have pointed out (Chan, A. 2009; Pringle 2011) that
workplace trade unions need external forces to nurture and support
their development in the early stages. But in China today, ACFTU high-
er-level unions are unable to play this role due to political constraints.
However, we also observed the possibility of changes in workplace re-
lations after the wave of strikes. First of all, the election system has
allowed workers to vote at the lowest level of union elections and has
given them a minimal sense of control. Secondly, persistent workplace
activism will keep up the pressure on ACFTU and its local branches to
better reflect workers’ interests.
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Employment, Labour Relations
and Trade Union Strategies in the
Automotive Industry in China

Lu Zhang

1. Introduction

The Chinese automotive industry has grown at an exponential rate
over the past two decades: annual output increased eighteen-fold,
from 1,296,778 units in 1993 to 23,722,890 in 2014, accounting for over
a quarter of total global automobile production (CATRC 2011; MIIT
2015; OICA 2015). Since 2009, China has become the world’s largest
automobile manufacturing nation and auto market. Over 23 million
vehicles were sold in 2014 alone (MIIT 2015). Joint ventures between
multinational corporations and large Chinese state-owned enter-
prises have been dominant players in China’s auto industry boom.
By the early 2000s, all of the world auto giants had established joint
ventures with Chinese state-owned enterprises to manufacture and
sell vehicles in China. In the wake of the 2008 global financial and
economic crisis, China has emerged as the primary profit generator
for automobile multinationals such as General Motors, Volkswagen
and Nissan.

Achieving a better understanding of labour relations in the Chinese
auto industry is important not only because of its crucial position in
global automobile production, but also because of the pivotal role of
auto strikes in the post-2010 labour unrest in China. The widely report-
ed auto strike wave in 2010 is considered by many to be a turning point
in Chinese workers” ongoing struggles for higher pay, better working
conditions and genuine union representation. The historic events un-
folded when a nineteen-day strike at the Nanhai Honda transmission



920 Lu Zhang

plant in Foshan, Guangdong Province, led to the shutdown of the Japa-
nese automaker’s four China-based assembly plants and brought Honda
production in China to a dead halt. At the peak of the strike, over 1,800
workers walked out, demanding not only a significant pay increase but
also the right to elect their own union officials inside the factory union,
a branch of the state-controlled All-China Federation of Trade Unions
(ACFTU).

Like most strikes in China, the Nanhai Honda strike was organ-
ised and fought by the workers themselves. The factory union did not
support or represent them in negotiations. The workers elected their
own delegation of representatives from each department to negoti-
ate with management. Eventually, management was forced to agree
to a 33 per cent pay increase (500 yuan) for all workers to end the
strike.

The strike’s success in winning concessions from employers inspired
a wave of strikes in a dozen other auto parts plants, as well as in other
manufacturing sectors and regions. Most were successful in bringing
about wage rises and some also promoted trade union reforms at the
enterprise level. The strike wave pressured the Guangdong government
to promote trade union reforms to improve strike handling and to pass
legislation in support of regularised collective bargaining at factory and
industry levels (Liu 2010; Gray and Jang 2014).

In this chapter employment, labour relations and trade union strat-
egies in the Chinese automotive industry are analysed, drawing evi-
dence from the author’s interviews and documentary research. The
author conducted interviews with both formal (regular) and temporary
workers, managers, and enterprise union and Party officials in seven
auto assembly plants and three parts plants during multiple field trips
between 2004 and 2015.

The chapter begins with a brief overview of industrial and work-
force restructuring, followed by a description of employment, wages
and working conditions in the Chinese auto industry. It then exam-
ines the presence and the role of ACFTU in the assembly and parts
sectors, respectively. It further analyses rising labour activism and
trade union responses at the enterprise and industry levels. The chap-
ter concludes with a discussion of the implications of autoworkers’
growing activism for trade union strategies and labour relations in
China.
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2. Industrial and Labour Restructuring
in the Chinese Automotive Industry

Although the first automobile plants were built in China in the 1950s,
the industry did not begin to take off until the mid-1990s, when the
central government pushed through a large-scale restructuring to pre-
pare the auto industry to meet the challenge of China’s pending WTO
accession. More dramatic restructuring came with growing competi-
tion. The loosening of entry barriers under the WTO agreement and the
fast-growing domestic private auto markets ushered in another wave of
foreign and domestic investment and new entrants in the auto assembly
sector.! It was estimated that the average profit margin of a Chinese
passenger carmaker was about 12-14 per cent in 2000, but this had fall-
en to a mere 4 per cent in 2005.2 For low-end domestic carmakers such
as Chery and Jeely, their average profit margins were even thinner, with
an average of 2.5-4 per cent (Wang 2010). Notably, in the aftermath of
the 2008 global financial and economic crisis, the average profitability
in the Chinese auto assembly sector rebounded after a short downturn
in 2008. Industry analysts attributed this largely to the government’s
stimulus policies, China’s rapidly growing domestic auto market and
the optimised production capacity and reduced manufacturing costs.
What has often been left out, however, is the heightened exploitation
of front-line workers through increased work intensity and excessive
overtime, as well as the widespread use of low-paid, »flexible« tempo-
rary workers on production lines.

Faced with growing competition, major automakers in China have
responded by moving toward leaner and more flexible workplaces. Joint
ventures have had a major impact on the organisation of production
by importing advanced machinery, technology and global standards.
In the organisation of production, they have generally combined lean

1  The first wave of foreign investment in the Chinese auto industry, from 1984 to 1996, was
pioneered by AMC/ Chrysler and VW in 1984 and 1985, respectively, followed by Peugeot
(1985), Citroen (1992) and Daihatsu (1996). During this time period, due to tight state con-
trol and a relatively small domestic private auto market, foreign firms — with the exception
of VW — were not profitable. Peugeot pulled out of the Chinese market, only to re-enter in
2003.

2 This estimate excluded luxury car brands, which generally have much higher profit margins
(Author’s interview with an auto industry researcher at Shanghai Social Science Academy,
Shanghai, 20 March 2007).
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production techniques with the exiting Taylorist/Fordist mass assem-
bly production system (Zhang 2015).

In labour and employment policy, they have reduced job security
and sought more flexibility in hiring and firing. The pursuit for labour
flexibility involved two processes: the replacement of permanent and
long-term workers with contract-based, formal (regular) workers;* and
the introduction of labour force dualism by using temporary workers
alongside formal workers on production lines. Among the seven major
automobile factories studied by the author, six used a large number of
temporary workers, ranging between one-third and two-thirds of the
total production workforce (as of May 2011).

The reasons for using temporary workers were straightforward:
to cut labour costs and to increase staffing flexibility. For the cost of
hiring a formal worker - including all the social insurance contribu-
tions and fringe benefits - three to four temporary workers could be
hired.* Most temporary workers are agency workers hired through la-
bour agencies. Auto manufacturers can let them go by simply returning
them to the labour hiring agencies. Another, less explicit reason was
labour control: to divide workers, using temporary workers as a buff-
er, while maintaining a committed and cooperative core formal work-
force. However, as detailed elsewhere, the management-constructed
divisions among workers have become a continuing source of irritation
and an impetus for the temporary workers to rebel against unequal
treatment (Zhang 2011). Furthermore, to the extent that dualism and in-
equality exist and are ubiquitous between assembly workers and parts
workers in the Chinese auto industry, it is not surprising that the main
discontent and militancy is found among the temporary workers in as-
sembly plants, as well as among parts workers in the lower tiers of the
subcontracting system.’

The results of industrial restructuring were impressive. Total out-
put increased from 1.4 million vehicles in 1994 to 2.3 million in 2001,
and rocketed to 23.7 million in 2014. Meanwhile, the total number of

3 The processes reflect the profound change in the Chinese labour system under the market re-
forms, from a socialist »iron rice bowl« system based on permanent employment to a labour
contract system based on individual employment contracts.

4  This estimate is based on the author’s interviews with human resource managers at the case-
study auto assembly enterprises.

5 For details, see Zhang (2015).
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Figure 1: Annual Output and Number of Employees in the Chinese
Automobile Industry, 1990-2014
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Source: China Automotive Industry Yearbook, 1990-2014. Compiled by the author.

manufacturing employees declined, from almost 2 million in 1994 to
1.5 million in 2001 (Figure 1). Employment had increased to 3.4 million
by 2013 (CATRC 2002-2014).° Unlike other cases of rapid expansion in
the automobile industry, which were accompanied by an equally rapid
growth in the number of employees, the full take-off of the Chinese
automobile industry was simultaneously a process of weeding out
inefficient state-owned enterprises and the older generation of state
workers, along with the expansion of Sino-foreign joint ventures and
the making of a new generation of industrial workers. As a result, the
composition of the workforce was largely transformed after restruc-
turing (see Pringle’s chapter in this book).

6 It should be noted that the statistics only include formal employees listed on companies’
books and payrolls; temporary workers are not counted. Therefore, the actual size of the
Chinese auto industry workforce is almost certainly larger. For a more detailed discussion of
labour force dualism and the scale and social composition of temporary workers, see Zhang
(2011).
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3. Working Conditions and Wages

Working conditions were commonly characterised by heavy workloads,
intense work pace, long working hours (usually 10-12 hours per shift)
and excessive overtime. More than 80 per cent of the workers inter-
viewed by the author considered the current production pace »intense.
All the workers interviewed reported physical strains and exhaustion
to different degrees. Both formal and temporary workers complained
about arbitrary management decisions to speed up work and on over-
time, as well as a lack of worker autonomy and representation over their
daily work.

To be sure, Chinese autoworkers” hourly wages are about 30 per
cent higher than the average for urban manufacturing workers in Chi-
na, even though they are very low by international standards. Certainly,
there are significant variations in autoworkers’ earnings across seg-
ments, types of enterprise ownership, regions and skill levels. Except
for a handful of large, first-tier parts suppliers, parts workers on aver-
age earn significantly lower wages than assembly workers, ranging be-
tween one- and two-thirds. When the auto assembly sector is separated
from the general grouping of »manufacture of transport equipment,
the wage level can be even higher.

However, wage increases of front-line workers have not kept pace
with the remarkable growth of China’s auto industry in the past dec-
ade. As shown in Table 3, total output and labour productivity in the
auto industry grew at a double-digit speed annually between 2002
and 2010 (except for 2008). However, average wage growth of pro-
duction workers remained in single digits. In 2009, for example, the
total vehicle output in China increased by 48.3 per cent, but the av-
erage wages of autoworkers increased by only 6.4 per cent. Even this
moderate wage increase was achieved primarily through extensive
overtime and a significant increase in work intensity. There was a
strong sentiment among the workers interviewed that they were un-
derpaid and that they did not receive fair reward and recognition for
their work.

It is clear that the Chinese auto industry has not developed a long-
term, normalised wage-increasing mechanism consistent with the rapid
growth of the industry and labour productivity, a situation, indeed, that
characterises Chinese workers in general.



Employment, Labour Relationsand Trade Union Strategies in the Automotive Industry in China 95

Table 1: Average Annual Earnings in the Manufacturing and Transport
Equipment Manufacturing Sectors in China, 2004-2011 (yuan)

2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
Manufacturing (x) | 14,251 | 15,934 | 18,225 | 21,144 | 24,404 | 26,810 | 30,916 | 36,665
;?:i:‘::;t ) 18,485 | 20,204 | 22,990 | 26,922 | 31,658 | 34,730 | 40,493 | 45,635
National Average | 15,920 | 18,200 | 20,856 | 24,721 | 28,898 | 32,244 | 36,539 | 41,799
Ratio y/x 130 | 127 | 126 | 127 | 130 | 130 | 1.31 1.24

Source: Compiled from China Labour Statistics Yearbook, various years. Beijing: National Bureau

of Statistics.

Table 2: Motor Vehicles and Other Transport Equipment Hourly Wage
Costs in Selected Countries, 2008-20112 (US dollars)

Country 2008 2009 2010 2011
Germany 59.59 57.7 54.8 60.53
United States 41.97 45.19 45.34 46.11
Japan 32.82 35.66 37.21 42.37
South Korea 21.99 19.01 23.42 24.26
Brazil 14.62 13.88 17.22 19.88
Mexico 8.69 8.01 7.95 8.15
China (manufacturing, urban)® 2.58 2.85 n/a n/a

China (Transport Equipment)* 3.35 3.71 n/a n/a

Notes: (a) Compensation costs include direct pay, social insurance expenditures and labour-relat-
ed taxes. For complete definitions, see the technical notes at www.bls.gov/ilc/ichcctn.pdf.
(b) BLS, »Manufacturing in China,« Table 2: Average hourly compensation costs of man-
ufacturing employees in China, 2002-2009, www.bls.gov/fls/china.htm.
(c) The hourly compensation cost in China (c) was estimated by multiplying hourly com-
pensation in the manufacturing sector (b) by the ratio of average annual earnings in
Table 2. Given the long working hours typical in the Chinese automobile industry, we can
expect annual working hours to be close to the manufacturing average.
Source: US Bureau of Labor Statistics (BLS), »International Labor Comparisons«. April, 2013.
(www.bls.gov/fls/ichccindustry.htm#29-30); US BLS, »Manufacturing in China«. 7 June
2013. (www.bls.gov/fls/china.htm); NBS (2009-2012).
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Table 3: Average Annual Growth Rates in Vehicle Output, Labour Productiv-
ity and Remuneration in the Chinese Automobile Industry, 2006-2010 (%)

Year 2006 2007 2008 2009 2010
Vehicle output growth rate? 27.3 22.0 52 483 324
Productivity grqwtlbl rate 292 165 0 223 238
(output per capita)

Remuneration growth rate 90 90 36 6.4 106
in the auto industry*

National pay growth rate? 8.7 9.7 1.7 7.8 12.3
GDP growth rate® 11.6 13.0 8.9 9.1 10.3

Notes: (a), (b) Compiled from China Automotive Industry Yearbook, various years.

(c) The remuneration growth rates for 2006-2009 are drawn from figures published in First
Financial Daily (2010), »Shoukun fenpei zhidu, giche hangye gongren xinchou diwei pai-
huai« (Restricted by the Distribution System, Auto Industry Workers’ Wages Remain Low),
7 September (http://auto.ifeng.com/news/domesticindustry/20100907/415831.shtml); the
growth rate for 2010 is drawn from a report on an HRM Auto Industry Survey conducted by
one of China’s largest recruitment services websites, 51job.com (2011), »2011 Renli ziyuan
dianfan giye hangye baogao - giche/lingpeijian hangye« (2011 Human Resources Manage-
ment Model Enterprises Report — Automotive/Parts Industry) (http://my.51job.com/career-
post/2010/mkt_awards10/FileDownload/2011ThrmAUTO%20SurveyReport.pdf).

(d), (e) National Bureau of Statistics.

4. The ACFTU and Union Presence in the
Chinese Automotive Industry

In China, all unions belong to the ACFTU, the sole legal union under the
leadership of the Chinese Communist Party (CCP). The ACFTU is the
world’s largest trade union with over 280 million members. It has 31 re-
gional federations and 10 national industrial unions. Traditionally, trade
unions in socialist countries are characterised by their dual function of
delivering the state’s instructions, top-down, to workers, and mobilis-
ing workers for production while submitting the demands of workers
to the top, in an effort to protect workers” welfare and interests (Prav-
da and Ruble 1986). This »classical dualism«, however, is contradictory
(Feng 2002). Tensions between the dual functions of Chinese trade un-
ions have become more apparent under market reforms, as the state has
retreated from its socialist social contract and from its commitment to
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protecting workers’ interests.” Meanwhile, the divisions and conflicts
between workers and capitalists/managers have increased significantly
with the rapid development of a capitalist economy and rampant vio-
lations of workers’ rights and interests (Chan 2001). Some critics view
the ACFTU as merely a state apparatus whose priority is to serve the
state’s goals of maintaining social stability and upholding political au-
thority, rather than to protect workers’ rights (CLB 2009: 3). Others rec-
ognise the »double institutional identity« of the ACFTU and its regional
branches as both state apparatus and labour organisation, whose power
in »representing, mediating and pre-empting« labour conflicts derives
from their formal government status (Chen 2003: 1006-7; 2009).

At the enterprise level, however, branches of the ACFTU are gen-
erally incapable of representing workers and negotiating with employ-
ers because they are both financially and organisationally dependent
on, and indeed part of, management.® Indeed, union officials in state-
owned and state-controlled enterprises (including joint ventures) are
appointed by the CCP and an enterprise Party Secretary often holds a
concurrent position as a union chairperson. The union is expected to
cooperate with management to promote production and control work-
ers rather than to bargain with management over wages and benefits
on behalf of workers.” The lack of genuine union representation and
collective bargaining often drives workers to turn directly to industrial
action and other forms of grassroots resistance to demand higher pay
and better working conditions.

In the automobile industry, while no systematic official statistics on
union membership and collective bargaining agreement coverage are
available, the piecemeal data I collected suggest a wide variation across
sectors, enterprise ownership types and localities. The overall struc-
ture of the Chinese auto industry is highly stratified, with a concen-
trated, capital-intensive, core assembly sector and a fragmented parts
sector consisting of multiple tiers of suppliers, including hundreds of

7  For more detailed discussion on the socialist social contract between the Chinese state and
labour, see Gallagher (2005).

8 The majority of funding for the union’s operational expenses comes from a 2 per cent payroll
tax on employers and from the state (Chen 2009).

9 China’s trade unions have seven administrative levels: central, provincial, municipal, district,
street, community and enterprise. Only enterprise-level union staff members are employees.
At other levels, union cadres are officials recruited by the CCP.
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small, labour-intensive parts suppliers. While the auto industry is des-
ignated a pillar industry of strategic importance, it is the auto assembly
sector that has received the most attention and support from the central
government.

In the auto assembly sector, where the central government has
played a more interventionist role, joint ventures between multination-
al corporations and large Chinese state-owned enterprises have been
dominant players. The main purpose of the Chinese central govern-
ment in supporting joint ventures between multinationals and large
state-owned enterprises is to obtain quick technology transfers and
industrial upgrading, and eventually to develop China’s own »national
champions« that can compete globally. Therefore, Beijing’s use of FDI
in the auto assembly sector is prudent: the establishment of new assem-
bly joint ventures must be approved by the central government, and for-
eign automakers are not allowed to build wholly owned assembly plants
nor are they able to hold a majority share in joint ventures. Moreover,
by controlling the personnel decisions of senior Chinese managers at
joint ventures the central government can ensure that they implement
an economic, political and social agenda that is concordant with the
goals of the party state. Given the more interventionist role of the state,
it is no coincidence that a number of characteristics of state-owned en-
terprises are also characteristic of China’s major auto joint ventures,
including the presence and role of the ACFTU.

For instance, at the seven large auto assembly plants I visited, there
were a Communist Party committee and a union branch of the ACFTU.
They played an active role in mobilising workers to promote production
and build harmonious labour relations through campaign-style produc-
tion mobilisation, »thought-work« and heart-to-heart talks with work-
ers, regular group study meetings among party members and worker
activists. The factory union mainly organised various employee »care
projects«, such as distributing holiday gifts, giving employees birthday
presents, visiting sick employees, assisting workers and their families
during times of hardship and organising cultural and recreation activi-
ties. To a large extent, the enterprise union in the state sector continues
to play the role it played under state socialism. Labour control in those
enterprises tends to be more sophisticated and hegemonic in nature.

The unionisation rate is generally high and collective wage agree-
ment coverage among formal employees is common in the auto assem-
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bly sector. For instance, Dongfeng Motor Corporation (Dongfeng), one
of the »Big Four« Chinese automakers, boasted a 100 per cent unioni-
sation rate among its over 132,000 formal employees as of 2011. Among
its 82 subsidiary companies, 98 per cent had established collective wage
consultation system and 95 per cent had signed collective labour con-
tracts with their formal employees as of 2011 (ACFTU 2011). However, a
large number of temporary agency workers had been excluded from the
automobile factory unions until recently.

In the auto parts sector, by contrast, the government has no restric-
tions on the ownership structure. Domestic private-owned and wholly
foreign-owned suppliers proliferate. Many parts suppliers are small-
and medium-sized companies, where the unionisation rate is much
lower than in the assembly sector. For instance, there were 160 parts
suppliers located in Beijing and its suburban areas to supply parts for
the assembly plants of the Beijing Automotive Group (BAG) in 2011. To-
gether, those parts suppliers employed over 36,000 workers. Among
them, 139 were foreign-invested and private companies, employing
31,000 workers. The rest were state-owned and state-controlled enter-
prises belonging to BAG. Whereas BAG’s assembly plants boasted a 100
per cent unionisation rate and collective wage bargaining coverage, 25
per cent of its parts suppliers did not have unions, 57 per cent did not
sign collective labour contracts and 59 per cent were not covered by
collective wage bargaining agreements (Chen 2012). As already noted,
parts workers” wages on average are also significantly lower than those
of assembly workers. As a result, the auto parts sector tends to have
more worker grievances than the assembly sector. When parts workers’
grievances go hand in hand with their growing workplace bargaining
power, as to be discussed in the next session, we tend to witness more
labor unrest in the auto parts sector.

5. Rising Labour Activism and Trade Union Reform
in the Chinese Automotive Industry

Historically, autoworkers are known for their strong workplace bar-
gaining power and militancy in translating local struggles into major
victories in the broader labour movement. More specifically, because
of the scale and capital intensity of automobile production, as well as
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the complexity of the division of labour, localised stoppages by a small
group of workers can disrupt the output of an entire plant or even an
entire corporation, and cause large losses. Meanwhile, the nature of
assembly line production in the auto industry tends to create strong
grievances among workers, for example, over the monotony of work,
intense production pace and the arbitrary exercise of authority by man-
agement (Silver 2003).

My evidence suggests that a similar combination of strong work-
place bargaining power and major grievances is evident among Chi-
nese autoworkers and has led to rising labour unrest in the Chinese
auto industry. For one thing, the central government policy in favour of
large state-owned auto groups, combined with massive foreign invest-
ment through joint ventures has increased the scale and concentration
of automobile production in China since the late 1990s. Chinese auto-
workers are concentrated in enormous factories. The production base
of Shanghai Volkswagen in the suburb of Shanghai has approximately
22,000 employees. More impressive still is the concentration of around
120,000 autoworkers employed by the centrally-controlled FAW Auto
Group in its various subsidiary firms and plants in »FAW auto city«, a 12
square-kilometre district in the city of Changchun, where over 300,000
FAW employees and their families work and live.

Moreover, the widely adopted JIT techniques have increased the
vulnerability of production to any interruptions in the flow of parts to
the assembly lines by eliminating the buffers, and thus have boosted
the potential workplace bargaining power of Chinese autoworkers. For
example, at one of the Sino-Japanese assembly plant I studied, man-
agement introduced JIT production methods despite a very poor la-
bour-management relationship, reflected in widespread acts of petty
sabotage by workers. In the end, in order to keep production flowing
smoothly, management felt obliged to eliminate its experiment and
return to a system with greater built-in supply buffers. Similarly, auto
parts workers have gained substantial workplace bargaining power, as
they are enmeshed in the just-in-time production system and the global
sourcing of auto parts production. This point was illustrated in the 2010
Honda parts worker strikes, as a stoppage at one transmission plant
was able to shut down Honda's four assembly plants in China.

Chinese autoworkers have also been gaining marketplace bargain-
ing power from a labour shortage, especially among skilled workers and
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technicians. As a result, autoworkers in China have become increas-
ingly assertive in demanding higher wages and better working condi-
tions. Over the course of my fieldwork, I documented various hidden
and open forms of resistance by autoworkers in the form of sabotage,
slowdowns, pilferage, effort bargaining, filing labour dispute cases, col-
lective acts of defiance and wildcat strikes. In particular, I witnessed
rising activism among a growing number of temporary workers against
unequal treatment at work. Despite the lack of independent unions,
workers’ localised, grassroots resistance has won specific management
concessions, including increased wages and benefits for both formal
and temporary workers.

Furthermore, in the wake of the 2010 auto strike wave, the govern-
ment, due to its concerns about social stability, pressured the ACFTU
to carry out reform initiatives on the development and reorganisation
of enterprise unions, direct election of full-time union chairmen and
promotion of collective wage negotiations. The Guangdong Provincial
Federation of Trade Unions, for example, made Nanhai Honda a pilot
site for direct union elections and collective bargaining in 2011. The
workers directly elected union team leaders, union committee members
and a union vice chairman after the strike. In March 2011, with guidance
from the Guangdong Federation of Trade Unions, workers and manage-
ment at Nanhai Honda signed a new collective contract which raised
workers’ combined wages and bonuses by an average of 611 yuan, a 33
per cent increase (CLB 2011: 41).

Another example is the establishment of industry unions and the
promotion of collective wage negotiations in the Guangzhou Economic
and Technology Development District (GZETD) in Guangzhou, Guang-
dong Province. The GZETD has been at the forefront of China’s reform
and opening up since its inception in 1984. The district has developed
six major industrial clusters with complete supply chains, including
the auto parts sector. There were over 100 auto parts suppliers in the
GZETD, mainly supplying parts for Guangzhou Honda, Dongfeng Nis-
san, Guangzhou Toyota and other Sino-Japanese auto assemblers. In
2011 the GZETD Federation of Trade Unions established six industry
unions in the six major industry clusters. The main tasks of the industry
unions are to form enterprise unions and to lead and facilitate regular-
ised collective wage negotiations by their member enterprise unions
(ACFTU 2012). The Federation of Trade Unions in the Auto Parts Sec-
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tor (FTUAP) is one of the six industry unions. It organises collective
wage bargaining forums among its member unions at the beginning of
each year, helping them to gather and exchange information on sectoral
pay growth, company profitability and wage negotiation strategies. The
FTUAP also holds regular meetings, workshops and social events for
the grassroots union leaders of its member enterprises to communicate
and to learn from each other’s experience in collective wage negotia-
tions. In addition, the FTUAP has actively supported enterprise union
elections, which allow workers to nominate candidates and to vote for
their union chairs and representatives.'

To be sure, the enterprise union elections and collective wage nego-
tiations are still within the existing framework of the state-controlled
ACFTU. No independent unions are allowed, nor are the nomination
and election of union leadership free from management intervention
and manipulation (Wen 2014). Despite the structural limitations, howev-
er, my interviews with workers at two auto parts enterprises in GZETD
suggest that wide participation in grassroots union elections has raised
workers” awareness of rights and of unions, putting pressure on the
elected union leaders to be more responsive to workers” demands and
interests. As an elected union chairman of an automotive electronics
manufacturer in GZETD commented:

In the past, most workers would view the union as a social welfare
organisation, merely distributing gifts and organising recreation ac-
tivities among workers. Since we began union elections in 2011, work-
ers’ views have changed. They now know that the union can actually
negotiate higher wages for them and that they can turn to the union
for help and protection if their rights are violated. Many workers pay
attention to the union’s work, and new employees would enthusias-
tically ask us when they can join the union. We can feel the pressure
from workers, demanding that the union do more for them, especially
during the collective wage negotiations."

Such pressure from below, in turn, has led to more effective collec-
tive wage negotiations between the union and management and has

10 The author’s interview with a union official of FTUAP, Guangzhou, June 24, 2015.

11 The author’s interview, Guangzhou, 26 June 2015.
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improved wages and working conditions for workers at the enterprise
level. According to the FTUAP, between 2011 and 2014 auto parts work-
ers’ wages almost doubled in GZETD through annual collective wage
negotiations between elected enterprise unions and management with
guidance from the FTUAP."?

Since the establishment of the six industry unions in 2011, 226 en-
terprises in the district formed new unions and 86,000 workers joined
unions within one year. The unionisation rate reached 93 per cent in
the six major industries. Furthermore, the industry unions recruited
over 50,000 temporary workers (hired by labour agencies) to join the
unions of the companies at which they were working. Admittedly, the
unionization drive in recruiting temporary agency workers to join cli-
ent company unions was carried out in a top-down manner through
administrative guidance issued by the district union of ACFTU." This
is typical the ACFTU’s approach to unionize worker and is accordant
with its formal government status, But the fact that client companies
were quick to jump on board partly reflects management desire for
more labour stability, as the widespread use of temporary agency work-
ers in large numbers and growing militancy of agency workers have
caused concerns of client companies." Another reason for the relatively
smooth unionization of agency workers, at least in the auto industry, is
because the social composition of formal and agency workers and the
daily work tasks they perform are rather similar. This allows workers
for to overcome the management constructed dualism and to forge sol-
idarity in their struggles for higher pay and better working conditions."
By unionising temporary agency workers, labour rights violations such
as unequal pay for equal work and differential treatment of temporary
agency workers have been largely reduced in the six major industries
industries. Through regularised collective wage negotiations, workers’
wages grew by an annual average of 16.5 per cent and the number of
collective labour disputes fell by 35 per cent in the six major industries

12 The FTUAP Annual Work Report (2015), unpublished internal document [in Chinese]; the
author’s interview with a union official of FTUAP, Guangzhou, June 24, 2015.

13 The author’s interview with a union official of FTUAP, Guangzhou, June 24, 2015.

14 The author’s interview with a HR manager at an automobile electronics company, Guang-
zhou, 26 June 2015.

15 The author’s interview with an elected union chairman of an automotive electronics manu-
facturer, Guangzhou, 26 June 2015.
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during the first half of 2012 (ACFTU 2012). Through direct action, Chi-
nese workers have been able to put pressure on the official trade union
ACFTU to reform and to become more responsive in promoting and
protecting workers’ rights and interests at the grassroots level.

6. Conclusion

This chapter has explored labour relations and trade union reform in
the Chinese automotive industry. Massive foreign investment and the
increased scale and concentration of automobile production in China
in the past two decades have created and strengthened a new gener-
ation of autoworkers with growing workplace bargaining power and
grievances, giving rise to labour activism among autoworkers in China.
Concordant with Clarke and Pringle’s findings that »the form and ex-
tent of independent worker activism, and the response of the state to
such activism, are a much more significant determinant of trade union
development than is the legal and institutional framework of industrial
relations« (2009: 85), my evidence suggests that grassroots worker ac-
tivism and the state’s concerns about stability are the real forces driving
ACFTU reforms at the local and enterprise levels.

Contrary to the prevailing view in the social science literature that
asserts the structural weakness of Chinese workers and discounts their
localised and apolitical struggles (see, for example, Lee 2007), my study
shows that even though labour unrest in China has not led to the for-
mation of independent trade unions or competitive political parties to
challenge the authoritarian party-state, widespread grassroots protests
have been able to gain substantial wage increases and improved condi-
tions for workers on the shop floor. Moreover, rising labour unrest, de-
spite being localised and apolitical, has induced the central government
to introduce new national labour law and policy changes that extend
new rights and improve conditions for workers as part of an effort to
stabilise labour relations and maintain social stability.

This should not come as a surprise. Indeed, as has been widely ar-
gued with regard to the US labor movement and elsewhere, institu-
tionalized trade unionism has neither been a precondition for, nor a
guarantee of effective working class mobilization (Kimeldorf 1999; Li-
chtenstein 2002; Moody 1997). Rather, major advances for workers have
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often come as an outcome of a major wave of grassroots mobilization
and rank-and-file struggles without prior formal organization in parties
and unions. Formal organization is an outcome of the struggles rather
than vice-versa. Similarly, widespread grassroots labor unrest in China
has been leading to meaningful improvements in conditions of work
and life for the working class.

A directly related question is where Chinese workers” localized and
apolitical labor unrest will lead, and whether it can push for the estab-
lishment of independent unions and collective bargaining. My field re-
search has led me to a dynamic view that workers’ grassroots protests
will continue to push for higher wages, better working conditions, and
more union organizing and pro-labor reforms from the official union
ACFTU. But the labor movement in China will not follow the schema
of the »master narrative« from working class formation to trade union
organization to political party and to state power, which is still sur-
prisingly alive in many discussions about the labor unrest in China to-
day. First of all, faced with mounting labor unrest and concerned with
maintaining social and political stability, the ruling Communist Party
has explicitly urged the ACFTU to »further protect workers’ legitimate
rights and interests,« to »improve labor protection mechanisms,« to
»achieve decent work for the laboring masses,« and to promote »har-
monious labor relations and social harmony.« Recent empirical studies
have suggested that the ACFTU, especially its branches at the local mu-
nicipal and district levels, has been taking a more active role in organ-
izing workers and negotiating with employers to improve conditions
for workers (Chan 2006; Liu 2010). While the CCP is unlikely to allow
any independent unions to exist out of its control, the ACFTU is likely
to become more active in organizing workers and responding to their
grievances and demands, under the threat that it could become total-
ly irrelevant to workers and state bureaucrats if it cannot deliver any
meaningful gains for workers and thereby mediate labor-capital con-
flicts and preempt strikes. On the other hand, the Chinese government
remains firmly in charge, and it has taken an increasingly more repres-
sive approach to worker activists and labor rights groups in the face of
the economic downturn.

In retrospect, throughout the twentieth century, »bottom-up pres-
sures from workers and concerns about social unrest from ruling
groups have led to new labor legislation and policies designed to stabi-
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lize labor markets and industrial relations. Better working conditions,
decent wage for decent work, access to more benefits, and long-term
employment meant rising living standards for ordinary working people
as both laborers and consumers. In this regard, the dynamics currently
at work in China parallel those in many other developed countries in
the early to mid decades of the 20" century« (GLS 2008: 6).

At the same time, it is also clear that no mechanical application of
general theory will suffice. National context and historical legacies
matter. We should not assume that the organizing strategies, patterns,
rhetoric, and dynamics at work for the labor movement and the gener-
al improvement of workers” welfare in China are the same as the con-
ventional wisdoms generated from the experiences of core countries.
For one thing, the revolutionary and socialist legacies of the CCP and
its continuing official adherence to such legacies have played and will
continue to play an important role in shaping the mobilizing strategies,
patterns, languages, and outcomes of labor protests in today’s China.
Rather than solely emphasizing the institutional weaknesses and limita-
tions of Chinese workers’ localized, cellular struggles, a more construc-
tive approach is to develop a set of analytical tools that are historically
and geographically grounded, and that can help us identify the poten-
tial for transformation from below.
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From Harmony to Conflict

Vietnamese Trade Unions on the Threshold of Reform

Erwin Schweisshelm and Do Quynh Chi

1. Introduction

The trade unions in Vietnam are closely tied to the Communist Party
of Vietnam (VCP) and have yet to find their role as autonomous gen-
uine representatives of workers’ interests. However, the ever growing
influence of foreign investors, the casualisation of labour contracts and
the increasing number of »wildcat strikes«' are putting pressure on the
Vietnam General Confederation of Labour (VGCL), the only legally reg-
istered trade union in the country. This pressure is having an impact on
both the ideological self-perception of the VGCL and its organisational
behaviour. It faces a difficult political dilemma: if the situation remains
unchanged and the VGCL does not meet the challenges of changing la-
bour relations, workers will nevertheless fight for better working con-
ditions and render the official trade unions obsolete. But if the VGCL
starts to perform its role as a genuine workers’ representative body in
Vietnam, it must become more independent from the party and the state.

This chapter is based on a review of the literature and internal doc-
uments of the VGCL, the Ministry of Labour, Invalids and Social Affairs
(MOLISA) and other stakeholders in Vietnam, as well as observations of
the authors who have been closely engaged in policy debates on labour
relations in Vietnam for the past decade. The chapter provides an over-
view of the existing trade union landscape in Vietnam, its historical
development and political and economic context and an assessment of
current trends in labour relations and the strategies being pursued by

1  Strikes that do not follow the legal procedures laid down in the Labour Code of 2012.
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the trade unions, with a focus on bargaining and industrial action. It
concludes with an appraisal of potential changes in industrial relations
in Vietnam in consequence of Free Trade Agreements that Vietnam is
negotiating and that contain labour clauses requiring the ratification of
the outstanding ILO Conventions No. 87, 98 and 105.

2. The Political and Economic Transformation
Process in Vietnam since 1986

2.1 »Doi Moi« Reforms

The weaning-off from aid from the socialist bloc in Russia and Eastern
Europe and the domestic economic crisis in the late 1980s reinforced
Vietnam's determination to initiate a major economic reform, often re-
ferred to as »Doi Moi« (renovation), in order to shift from a command
economy to a socialist market economy. Doi Moi was a strategic deci-
sion of the Communist Party to boost economic growth, on the basis of
the party’s unchallenged supremacy (McCormick 1999; McCargo 2004).
The economic reform has turned Vietnam from a centrally planned
economy into a more market-orientated economy, brought about re-
markable economic achievements, transformed the country from one of
the poorest countries in the world into a lower middle-income country
and has unexpectedly led to important changes in the political sphere.
The economic reform launched by the Sixth National Party Congress
in 1986 was based on three key pillars. The first was the emergence of
the non-state sector, including indigenous private companies and for-
eign-owned entities. Second, a sweeping restructuring process was ini-
tiated in state-owned enterprises, resulting in the privatisation of most
companies and fundamental management reform in others. An econo-
my based on three sectors subsequently emerged: the state-owned sec-
tor, which consisted of corporations that wholly or partially belonged
to the state; the foreign-owned sector, which includes both companies
totally owned by international investors and joint ventures between
international corporations and local partners; and the private sector,
comprising all firms owned by Vietnamese individuals. Third, the gov-
ernment swiftly moved from an import-substitution to an export-ori-
ented industrialisation strategy with high foreign direct investment in
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order to replicate the economic miracles of other newly industrialised
economies in the region. To reach out to overseas markets, Vietnam
relied on its two competitive advantages: rich natural resources and
cheap labour.

Consequently, together with exports of crude oil, minerals and farm
products, the export-oriented manufacturing industries - such as gar-
ments and textile, electronics and footwear - have become the econo-
my’s growth engine in the past three decades.

Thanks to Doi Moi, Vietnam has achieved some major economic suc-
cesses. These include an average GDP growth rate of 8 per cent from
1997 to 2007, when Vietnam joined the WTO, and a tenfold increase in
the volume of foreign direct investment (FDI), from USD 2.45 billion in
2001 to USD 20.3 billion in 2007 (GSO 2008). However, these economic
gains were due primarily to the contribution of domestic private and
foreign-owned enterprises, which are often referred to collectively as
the »non-public sector«.

2.2 Structural Limitations of the Economic
Transformation Process

Despite rapid economic growth, Vietnam’s macroeconomic policy has
experienced only modest changes over the past two decades. Fearing
that a powerful private sector might challenge its supremacy, the par-
ty-state of Vietnam continued to grant state-owned enterprises the
lion’s share of resources and financial privileges (including access to
subsidised loans and to natural resources), while local private com-
panies faced major obstacles in getting access to capital (Beresford
2003). Without appropriate investment in infrastructure and technol-
ogy, Vietnamese industry remains in its infancy, primarily involved in
assembling and finishing. In the electronics industry, for instance, only
20-30 per cent of the value of exports reflects local value added and
this local share includes packaging and very basic plastic or mechani-
cal parts (Sai Gon Investment, 4 November 2013). Domestic producers
either have to buy parts from the multinational corporations or import
them from other countries in the region. Hence, as simple assemblers
of electronic products, they rely on cheap labour as their major com-
petitive advantage.
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Vietnam managed the global financial crisis in 2008 by means of sub-
stantial stimulus packages. Those resulted in an accumulation of bad
debts and inefficient public investments, however, coupled with a high
inflation rate from 2008 to 2011 that led to a sharp increase in labour
unrest. By 2015 the macroeconomic environment looked healthy again:
a GDP growth of about 6.3 per cent and substantially reduced infla-
tion. As before, the growth is generated mainly in the export-oriented
enterprises with foreign investment, because they, unlike Vietnamese
enterprises, have easy access to working capital through their parent
companies abroad and do not have to rely on the Vietnamese credit mar-
ket. In contrast, the local Vietnamese economy is suffering from a credit
crunch and lack of international competitiveness; 65 to 67 per cent of
Vietnamese exports in 2014 were generated in the foreign direct invest-
ment (FDI) sector. The country’s export sector is thus heavily dependent
on foreign investors. Besides the vulnerability towards external shocks
caused by this dependency, the spillover effects in terms of technology
transfer have been very limited, although the Vietnamese government
provides substantial incentives for foreign investment. The sector’s con-
tribution to GDP in the period 2005-2013 was 18 per cent (Van 2015).

On the other hand, the roughly 460,000 private Vietnamese enter-
prises comprise about 97.5 per cent of all enterprises in Vietnam. Al-
though they do not benefit as much from state support as the foreign
sector or state-owned enterprises, they provide 60 per cent of total
employment and contribute 38.5 per cent of GDP.2

Thus the economy is split into prospering export-oriented compa-
nies in foreign hands and a private sector with small and medium en-
terprises in Vietnamese ownership, sometimes struggling for survival.

In 2014, the population of Vietnam was approximately 90.5 million,
of whom 53.7 million were economically active (GSO 2014). However,
most workers are employed in the informal economy. Only 18 million
are employed in the formal sector with regular wages and covered by
labour and social security laws. Over 70.2 per cent of the population live
in rural areas and around 54 per cent of the labour force is employed
in agriculture, aquaculture and forestry. The population of Vietnam is
young, with 50.2 per cent between 15 and 39 years of age and a mere

2 Interview with Mr Mai Xuan Hung, Deputy Chairman of Economics Committee of the Nation-
al Assembly, Vietnam News, 8.10.2015.
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Figure 1: FDI and Domestic Sector Share in Export Value (%)
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Source: Vietnam Customs Office, 2015.

10.7 per cent over 50. Every year, around 1.6 million workers enter the
labour market. The urban unemployment rate decreased from over 7
per cent in the early 2000s to 3.1 per cent in 2014.

The state sector - which includes the administration, civil services, the
military and state-owned enterprises - is the biggest employer, account-
ing for 29.2 per cent of total wage employment (figure 2). The domestic
private sector comes second, accounting for 22.6 per cent of total wage
employment. The FDI sector provides only 9.8 per cent of waged jobs.

2.3 Unchanged Party Monopoly

Despite the major economic changes since Doi Moi, Vietnam’s political
system remains largely unchanged. In principle, the party-state is the
most powerful and pervasive institution that makes rules and decisions,
with little consultation of societal actors. The official channel for state-
society communication is mass organisations, set up by the Party to mo-
bilise different population groups in support of state programmes and
policies, maintain channels of communication with the party-state and
ensure that these population groups are under control (Kerkvliet 2003).
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Figure 2: Wage Employment by Sector, Vietnam, 2013 (%)
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However, the Vietnam Communist Party (VCP) originated from a mass-
based, revolutionary party. Its strength was rooted in the population’s
support. Though this interdependent relationship with the people
changed after the Communist Party seized power, the VCP still wishes
to be seen as attentive to the people’s complaints, as long as the Par-
ty’s supremacy is not questioned (Womack 1987; Dixon 2004). Although
the party-state retains its supremacy in law-making, more attention has
been paid to the people’s voice. This »flexible approach« of the VCP is
reflected in its tolerant reaction to some protests, such as the peasants’
demonstrations in Thai Binh and Nam Dinh in the late 1990s, its re-
fusal to launch a frontal assault against the outlawed Unified Buddhist
Church of Vietnam (UBCV, Giao Hoi Phat Giao Viet Nam Thong Nhat)
and its concessionary responses to labour strikes that were staged be-
fore the right to strike was provided for (Kerkvliet 2001). Recently, the
Central Party Committee even set up the Institute of Public Opinion to
investigate informal and formal feedback on the party-state’s policies
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(Lao Dong, 28 January 2008). In short, although the party-state is au-
thoritarian, it has always tried to find a balance between a policy that
remains responsive to feedback and pressure from below and the »rul-
ing interest« of maintaining social stability and public security.?

3. The Labour Movement in Vietnam before
and during the Economic Transition

3.1 History of the Labour Movement in Vietnam until 1986

The first wage workers in Vietnam appeared in the early nineteenth
century when the French colonialists started recruiting locals for min-
ing. By 1906 there were still only 49,500 industrial workers. After the
First World War, the French undertook a second wave of colonial ex-
ploration to make up for its economic losses, thanks to which more in-
dustrial establishments were set up and the number of local workers,
consequently, increased to 220,000 by 19209.

In 1921, the Ba Son union (»red union«) was set up by workers at Ba
Son shipyard in Sai Gon to advance members’ interests through labour
protests against the French employers and support the international
(through the Comintern) struggle against colonialists. The unionisation
of the Ba Son shipyard inspired the unionisation of other major compa-
nies in the country. Between 1921 and 1928, red unions were established
in automobile, cement and mining companies and at rubber plantations
both in the north and south, many of which were set up by the Associ-
ation of Revolutionary Youth (Thanh niencachmang dong chi hoi), the
precursor of the Indochina Communist Party. Despite French suppres-
sion, labour strikes increased steadily during this period from 7 to 244
between 1927 and 1933. In July 1929, one month after its establishment,
the Indochina Communist Party united the red unions at the first nation-
al union congress to form the General Federation of Red Unions (Tong
Cong Hoi Do). The formation of the GFRU also officially marked the al-
liance between the red labour movement and the Communist Party. The

3 Thiswasshown againin April 2015 when tens of thousands of workers went on strike against
aregulation in the new social security law that they considered to be disadvantageous. After
two days the state restored the old regulation to avoid the strike spreading to the whole
country.
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GFRU prioritised the advancement of members’ interests and the fight
against employers’ exploitation but it added one more goal, namely the
struggle for national independence. Hundreds of strikes were organised
against employers. The unions also made use of the Conciliation Council
to settle disputes with employers. In 1939, the Conciliation Council han-
dled 100 collective disputes and 1,600 individual disputes.

In 1946, one year after the formation of the Democratic Republic
of Vietnam in the north, the GFRU was renamed the Vietnam Gener-
al Confederation of Labour (VGCL). While prior to 1939, the primary
goal of the unions was to advance their members’ interests at work-
place, after 1945 and until 1975 the unions in the north became an arm
of the Communist Party primarily to mobilise workers for war-oriented
production. The state became the central regulator of labour relations,
fixing wages and working conditions, providing welfare benefits, man-
aging recruitment and training, among other things. The union served
as the »transmission belt« of the state and the extended personnel de-
partment in state-owned enterprises. In contrast, labour associations
emerged in the south along with an explosion of strikes. As of the late
1960s, South Vietnam had 525 trade unions with about 400,000 mem-
bers, about one-fifth of the non-farming labour force. Workers in South
Vietnam during 1950s-early 1970s not only carried out strikes at their
places of employment, but also joined in general strikes. As argued by
some researchers, the memory of the population in the south of the
practice of freedom of association and union-led strike activities pre-
1975 has certainly not faded away (Kervliet 2010; Chan and Nerlund
1995). After 1975, when private companies were confiscated and became
state-owned, the »transmission belt« union model of the North was ap-
plied to the South, too.

3.2 Trade Unions during the Economic Transition

Between 1986 and 1988, there were voices within the Party leadership,
led by the then-Party Secretary General, Nguyen Van Linh, calling for
a reform of the union system in line with the economic reform. During
the Sixth Union Congress in 1988, Nguyen Van Linh, who used to be
chairman of the Vietnam General Confederation of Labour (VGCL) be-
fore he became Party Secretary General, stated that the union system
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was »slow to change« and »dependant on the Party«. He called for the
»institutional independence of the VGCL« from the government and
the Party, extension of union membership to non-traditional areas and
making the grassroots level and workers central to union activities.*
Although Nguyen Van Linh did not specifically call for the separation of
the VGCL from the VCP apparatus, he nevertheless believed that both
the state and the working class represented by the VGCL would bene-
fit from a trade union that had an independent voice from the govern-
ment in national policymaking and monitoring the activities of govern-
ment and state-owned enterprises. The Party leader’s speech aroused a
strong sense of reform among VGCL cadres.

However, the 1989 Tiananmen Square incident in China sent a
warning to the Vietnam leadership about the potential negative impact
of reform on regime stability. The government of Vietnam declared af-
ter the Tiananmen incident that it wanted better relations with China
and did not want to go to the extremes of central and eastern Europe
or Tiananmen (Jeshurun 1993). Consequently, the new-born sense of
democracy and independence within the union system quickly fad-
ed away. In 1990 when the Trade Union Law was promulgated, there
was no more sign of the changes suggested by Nguyen Van Linh in his
speech in 1988. As explained in Section 4, the new Trade Union Law
provided for the same union functions and approaches as had existed
before Doi Moi.

4. The Vietham General Confederation of Labour (VGCL)
in the Political and Economic System

4.1 Changes in the Legal Framework of
Labour Relations since 1986

Prior to the economic reforms of 1986, the state played the central role
in defining employment conditions through a framework of government
decrees, ministerial circulars and directives. Management and labour
were state employees and hence they were not supposed to have con-
flicting interests. The economic reforms resulted in a need to establish a

4  Nguyen Van Linh's speech at the 6" Union National Congress, 1988. Lao Dong Publishing House
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new legislative framework, which included the Labour Code (1995) and
the Trade Union Law (1990). Both laws were amended in 2002 and 2012.
The priority of the 1995 Labour Code was to protect and enforce
workers’ rights by providing for detailed working standards, including
minimum wages, working hours and overtime bonuses, rest time, ben-
efits for female and young workers, social insurance contributions and
benefits. The law also makes it difficult for employers to impose disci-
pline or dismiss workers by stipulating a limited number of legitimate
reasons for such punishments (Article 36 of 1995 Labour Code). However,
the implementation of this law has not been uniform. Violations of labour
standards, such as exceeding the overtime limit, evasion of social securi-
ty contributions, recruitment without labour contracts, illegitimate fines
and wage reduction have been pervasive in manufacturing firms (Wang
2002). As in other policy fields in Vietnam, to give the rule of law real
meaning remains one of the biggest problems in Vietnam in practice.
Apart from the provision of minimum labour standards, the Labour
Code in principle recognises the autonomy of employers and workers
in regulating their employment relations through labour contracts and
collective agreements, while the state stands back. However, the La-
bour Code provides few supportive mechanisms for union-manage-
ment negotiations in the workplace. The law grants workers the right to
strike (Article 7.4, 1995 Labour Code) but they have to follow a lengthy
and complicated procedure and satisfy a lot of conditions, including
having the official trade union as the organiser of strikes. These strike
provisions make it extremely difficult for workers to exercise their right
to strike in a lawful way (Chan and Wang 2004; Tran 2007b; Lee 2005).
The Trade Union Law was issued in 1990 to realise the efforts of the
national union organisation at the 1988 Congress to achieve a little more
autonomy from the party-state and extend its scope of organisation to
the non-public sector in line with the developing private sector and
market reforms (Chan and Norlund 1998). However, due to the impacts
of the Tiananmen events in China, the extent of trade union autonomy
was only half of what was asked for at the 1988 Congress. On one hand,
the union was allowed to express its own opinions independent of the
state and management; on the other hand the definition of trade union
functions in the Trade Union Law implied that the traditional functions
in state-owned enterprises should be replicated in the private sector
with few changes (Clarke et al. 2007). The VGCL and its subordinate
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unions were still bound to three major functions, namely protecting the
rights and legitimate interests of workers, participating in the state ad-
ministration and firm management, and educating workers about state
policies and legislation (1990 Trade Union Law, Article 2). The latter two
functions were emphasised again by the provision that the union is »un-
der the leadership of the Communist Party« (1990 Trade Union Law, Ar-
ticle 1) and has to »liaise with the State in order to increase production,
create jobs, and improve the standard of living of workers« (1990 Trade
Union Law, Article 2). The continuity of this traditional approach was
reaffirmed by the VGCL’s 1993 statute and its 2002 amendment. The
statute recognises no tangible difference between employers and em-
ployees by allowing all Vietnamese managers - including the top execu-
tives - to join the union and placing no constraints on state enterprises’
practice of having high-ranking managers - such as deputy director or
personnel manager - as union chair.

The Labour Code was partially revised in 2006 and a major amend-
ment was made in 2012. The revisions were compromises between the
VGCL (and more conservative Party leaders) and the government. On
the one hand, the revisions grant the upper-level VGCL branches the
right to represent workers in unorganised enterprises, which includes
the right to collective bargaining and to organise strikes. On the other
hand, the 2012 Labour Code provides for compulsory social dialogue
(the quarterly labour-management meetings) at enterprise level, in
which workers are allowed to elect their own representatives to par-
ticipate in dialogue with the management together with the enterprise
union leaders.’

4.2 Organisational Structure of VGCL

The union membership increased from 6.7 million in 2008 to 9.6 mil-
lion in 2016 (VGCL 2017). The narrow unionisation rate decreased
slightly from the peak of 50.25 per cent in 2011 to 43.8 per cent in 2016

5 This provision was inserted in the law by the government as a mechanism to prevent the
large number of wildcat strikes. However, so far there is no evidence that the decrease in the
number of strikes is related to this provision. It remains to be seen whether this can really
develop into a dual representation system comparable with the German model of workplace
codetermination.
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(see figure 3). However, the proportion of female union members has
increased from 48 per cent in 2008 to 54 per cent in 2016. Although the
female share is now dominant, the proportion of female union leaders
at both local and national level remains below 30 per cent (Interview
with the Organising Department of VGCL, 2016). Unionisation rate in
the private and foreign-owned sector was only 33 per cent in 2014, much
lower than the union density of 76 per cent in state-owned enterprises.
Because the Vietnamese government is gradually »equitising« state-
owned enterprises - and this will be reinforced by the upcoming free
trade agreements that may create a more level playing field between
state-owned, private Vietnamese and foreign enterprises - pressure on
the VGCL is growing to learn how to organise in non-state enterprises.

While the unionisation rate seems to plateau in the past 5 years,
the collective bargaining coverage dropped from 23.7 per cent in 2011
to 12.46 per cent in 2016 (see figure 3). According to the Organising
Department of VGCL, this may be attributed to the fact that the 2012
Labour Code requires all collective bargaining agreements to provide
better-than-law provisions, which automatically nullified a large num-
ber of collective bargaining agreements which simply copied the law
(Interview with the Organising Department of VGCL, 2016).

The centralised structure of the VGCL is rather complicated, with
branches in all 63 provinces, in districts, larger cities and so on. In
addition there are sectoral trade unions in 22 sectors subordinated to
the VGCL, enterprise unions in huge state conglomerates directly un-
der the VGCL in Hanoi, Federations of Labour in industrial zones and
so on. All this makes industrial action and representation of unions in
important industries quite difficult. There is for instance a Vietnam
National Union of Textile and Garment Workers (VNUTGW) under the
VGCL, operating as a sectoral trade union. As such, the organisation
was only established in 2007 because it was previously part of a larg-
er general union. Its membership is about 130,000. About 80 per cent
of its membership comes from the state-owned VINATEX conglom-
erate and only the remaining 20 per cent are in private Vietnamese
companies, nearly none in the FDI segment. However there are hun-
dreds of other textile and garment enterprise unions that are not in
the constituency of the VNUTG, but affiliated directly to the VGCL
through district or provincial chapters. Trade union representation in
the textile and garment sector, therefore, is fragmented and divided
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Figure 3: Unionisation Rate and Collective Bargaining Coverage, 2012-2016

60

CBA Coverage «#= Unionisation Rate
50,25
o

50
47,81
45,49 45,42 4537 43,88
44,54 44,56 43,09
40
30
23,71
20,92 2021
20
20,24
17,87 18,37 18,74
15,22 12,46
10
2008 2009 2010 2011 2012 2013 2014 2015 2016

Source: VGCL's data base, 2017

among various provincial federations of labour and the VNUTGW with
no coordination. This makes trade union representation in the textile
and garment sector - one of the most important industries in Vietnam
- fairly ineffective.

4.3 Union Finance
The VGCL has four official sources of revenue:

(i) Union dues: in principle, each union member pays 1 per cent of their
basic wages as union dues. However, in many companies, union
dues are not collected or paid at a flat rate® to make union mem-
bership more attractive to workers. The enterprise union keeps 60
per cent of union dues and transfers 40 per cent to the upper-level
union.

6 In 2013, for instance, garment companies in the southern provinces often collected VND
10,000 (0.5 dollar) for each union member. Some other companies claimed that they paid
union dues for workers.
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(if)

(iii)

(iv)

Union tax: each company organised or not, pays 2 per cent of its
basic wage bill (not including allowances, fringe benefits, bonus
and overtime) as union tax. The enterprise union (if the company is
organised) keeps 65 per cent of the union tax and transfers 35 per
cent to the upper-level union (district or IZ union). If the company
is not organised, the upper-level union (district union or union in
charge of an industrial zone) keeps 65 per cent of the union tax to
cover activities such as dispute settlement, collective bargaining
and propaganda campaigns for workers of that company. The un-
used fund will be retained and transferred to the enterprise union
of the company once established (VGCL 2014).

The provincial trade union uses all revenues of union dues and un-
ion tax from its branches to cover its regular expenses. If the total
annual revenues exceed the total annual expenses by more than
10 per cent, the provincial trade union is required to transfer an
amount ranging from 0.5 to 5 per cent of total revenues to the na-
tional union (the larger the revenue, the higher the rate of upward
transfer). In case the total annual revenues are lower than the total
annual expenses of the provincial trade union, the VGCL will pro-
vide financial support to cover the shortage of funding.

State budget: The trade union activities supported with state funds
(national and local levels) include: (a) covering budget deficits (in
case the revenues from union dues and union tax are not enough)
to cover the trade unions’ regular tasks, as laid down in Article
27 of the Trade Union Law; (b) staff training of the national union
and national industrial unions; (c) union infrastructure develop-
ment projects (on a case by case basis); (d) any other non-regular
tasks assigned by the Party/government (Government of Vietnam
2013).

VGCL-owned enterprises: six hotels (3 and 4 star hotels), two pub-
lishing houses, two newspapers, two universities and one vocation-
al training centre. These enterprises submit a part of their profits
to the VGCL. The proportion of profit submission decided by the
VGCL varies depending on the enterprise (Government of Viet-
nam, 2004).
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A rough estimate of annual union revenues from union tax and union
dues alone, if using the Region 4 minimum wage (the lowest minimum
wage level) in 2015 as the base wage (the minimum wage in Region 4 is
VND 2,150,000/ person/ month) is:

« total revenue from union tax = (2,150,000 x 2%) x 35% x 11.3 mil-
lion workers” x 12 months = 2,040.780 billion dong/year (or approx-
imately 92 million USD);

o total revenue from union dues = (2,150,000 x 1%) x 40 % x 7.9 million
union members x 12 months = 1,630.560 billion dong/year (or ap-
proximate 74 million USD).

However, according to VGCL officials, the rate of union fee and tax collec-
tion is low and the exact numbers are confidential, even inside the trade
union system. A VGCL informant estimated the rate of union fee collec-
tion to be roughly 40 per cent.® Collection of union tax in the private
sector has been extremely difficult. The regional unions in some prov-
inces have signed cooperation agreements with the local tax authorities
to collect union tax via the tax collecting system. Information about the
actual revenues from all of the four sources is not in the public domain.

4.4 Political Affiliation of the VGCL to the
Communist Party of Vietnam (CPV)

The historical background of the VGCL and its long-lasting alliance with
the ruling party granted it a special position in the political regime. It is one
of the socio-political organisations subordinate to the Party-controlled
»Fatherland Front«.” In addition, the special role and status of the Viet-
namese trade unions as the sole representative of all workers in the coun-

7 The World Bank estimates there are 11.3 million wage-earning workers with labour contracts
in Vietnam working in government, state-owned enterprises, FIEs and POEs (World Bank
2015).

8 Interview with Nguyen Van Binh, VGCL's Legal and Policy Department, October 2010.

9 The Vietnam Fatherland Front is an umbrella group of pro-government »mass movements«
in Vietnam and has close links to the Communist Party of Vietnam and the Vietnamese gov-
ernment. It is an amalgamation of many smaller groups, including the VGCL, Youth League,
Women’s Union, Peasants’ Union and Veterans’ Union, among others.
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Figure 4: Structure of Trade Union Finance, Vietnam
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try is underlined in Article 10 of the revised State Constitution of 2012. In
the process of constitutional reform there had been attempts to submerge
the trade unions, like all the other mass organisations, under Article 9 of
the Constitution covering the Fatherland Front, which may have led to the
possibility of workers setting up unions that are not necessarily affiliat-
ed to the VGCL. But the VGCL leadership managed to sustain its special
political position within the framework of the constitution as the only na-
tional union organisation. However, the trade union did not use its power
to obtain, for instance, the right to strike mentioned in the Constitution.
The VGCL chairman has a seat on the powerful Central Party Commit-
tee and each of the key union officials at national and local level is given
a Party position. The national union reports directly to the Central Party
Secretariat (Ban Bi thu) and submits their major plans and strategies to the
Party leaders for approval before they are publicised (Clarke et al. 2007).
In terms of personnel, at both the national and local levels, the Party
has the determining voice in the appointment of key union personnel.
For instance, the appointment of provincial and district union staff must
be approved by the provincial and district Party organisation commit-
tee. As a socio-political organisation, a large number of union officials
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at upper levels are regarded as public servants and paid by the state.
According to the VGCL's organising department, by 2014 there were
7,000 union officials from district to national level, including 3,000 core
unionists who were paid by the state and 4,000 recruited by the VGCL
and its branches on labour contract basis. The remuneration for these
4,000 unionists comes from union dues and the union tax. There are
also 300,000 voluntary union cadres who work mainly at the workplace
level and get paid by their own employers.

As part of the political system, the trade unions have to perform
various tasks assigned to them by the Party committees. The Federa-
tion of Labour (FOL) of Dong Nai province, for instance, reported that
they were required by the Dong Nai Party Committee to organise traffic
safety campaigns, anti-drug programmes, even family-planning prop-
aganda programmes for workers (ILO 2010). In the 2008 Resolution of
the Central Party Committee, the trade unions were required to recruit
new Party members among the workers.

The VGCL unions also rely on its political position at various levels
to facilitate the implementation of their basic functions, such as estab-
lishing enterprise unions. The traditional and most common method of
organising enterprise unions is for the upper-level trade union officials
(district or industrial zone level) to visit the unorganised workplaces to
persuade the employers to set up an enterprise union. If the employers
refuse to cooperate, the upper-level unions may threaten to request the
tax authority or labour inspectorates to visit the companies. One em-
ployer, for example, complained:

I told the district union qfficials that workers in my company did not
want to form an enterprise union but they threatened to ask the tax
authority to withdraw my company’s right to issue invoices. I had no
other choice.

FWF Country Report 2015

In other words, the trade union system is not only subordinate to the
CPV in terms of personnel and budget, but also relies heavily on this
political alliance to carry out its functions. On the other hand, the CPV
regards the trade union system not only as a labour representative or-
ganisation but as an extended arm to perform various non-union tasks
that the party assigns.
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4.5 Union Representation in the Workplace

The fundamental implication for industrial relations institutions of
the economic transition from a command to a market economy is
the shift from a state-managed system, in which employment condi-
tions were fixed by law, to an interest-based approach that enables
labour-management negotiations to determine employment terms
and conditions (Clarke et al. 2007). The state-socialist system that
guaranteed lifetime employment and cradle-to-grave welfare benefits
for workers has been replaced by profit-driven enterprises that pur-
sue a cost-based competitive strategy. Workers’ interests that used
to be the concern of the state are now voiced inside the company on
the basis of wage levels, workers’ productivity and business profita-
bility. The enterprise union structure in state-owned enterprises was
streamlined, with part-time officials replacing full-time unionists at
the lower levels.

Despite the legal changes in the early 1990s which laid the regu-
latory foundation for labour-management negotiations in the work-
place, the labour relations practices of state-owned enterprises
remain largely unchanged. Collective bargaining, handling of griev-
ances and settlement of labour disputes have been adopted by state-
owned enterprises merely as formalities, without having any practical
impact on labour-management relations (Do 2011). Particularly, the
company unions at state-owned enterprises have not changed their
traditional socialist approach and have become even more dependent
on the Party management. In other words, the labour relations pro-
cesses in state-owned enterprises are not substantially different from
the practices in the socialist command economy, despite a different
labour-management relationship, which has been officially promoted
by the state. Trade unions in the state-owned enterprises still focus
on the traditional role of the unions in the socialist system to provide
all kinds of welfare benefits (sports competitions, holiday arrange-
ments and so on) and contribute to output and productivity drives in
the company.

Foreign-invested enterprises (FIEs) and domestic privately-owned
enterprises (POEs) represent a »greenfield« for the application of the
new labour relations system. However, enterprise unions that are
often dominated by high-ranking managers operate as an »extend-
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ed arm« of the personnel department in the interest of the compa-
ny and provide the stamp of legitimacy for management decisions.
Consequently, the lack of proper worker representation by the union
contributes to the denial of workers’ right to negotiate with manage-
ment on employment terms and conditions. Workers are not consult-
ed about collective agreements, which mainly replicate the minimum
legal requirements. The wages of rank-and-file workers are arbitrarily
set by management, mostly at the minimum wage level so as to mini-
mise their labour costs.

5. Is a New Area of Trade Union Reform Approaching?

5.1 Scope and Impact of (Wildcat) Strikes and Labour Activism
on Labour Relations and Trade Union Reform

During the war period and later in the command economy, the legitima-
cy of the socialist trade unions was not founded on their ability to ad-
vance members’ interests, but the propaganda of the party-state policy
and management of welfare provisions (Chan and Norlund 1995; Clarke
and Pringle 2007). Despite the later economic reform and the promul-
gation of the new union and labour legislation in the early 1990s, the
unions have done little to change their policy and practices to redefine
their role as representatives of workers. Such reluctance to change has
primarily been attributed to the fact that the union’s political legitimacy
has been secured by the protection of the Party at the national and re-
gional level. In the past decade, however, the legitimacy of the party-led
unions was challenged first and foremost by informal worker activism
at the firm-level, including wild cat strikes.

Wildcat Strikes

There were 5,722 strikes in Vietnam between 1995 and 2014 (VGCL
2015). The incidence of strikes was around 100 per year from 1995 until
2004 and increased sharply from 2005 with the first wave of strikes
in the southern provinces. Strike incidence in Vietnam has been influ-
enced primarily by rising inflation and the consequent lowering of real
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wages. For instance, when inflation reached double-digits in 2008, the
number of strikes peaked at 720; then in 2011 when the inflation rate in-
creased again after slowing down in 2009 and 2010, the strike number
reached a record 993 (figure 4).

Over 70 per cent of strikes occurred in foreign-owned companies,
while 24 per cent were in private domestic ones; state-owned enter-
prises had almost no strikes. Over 64 per cent of strikes happened in
the southern industrial areas, especially Ho Chi Minh city, Binh Duong
and Dong Nai. In terms of industries, garments and textile were most
affected by strikes - 37 per cent - followed by footwear and wood pro-
cessing.

Another noteworthy feature of (wildcat) strikes in Vietnam is the fact
that 70 per cent of them occurred in unionised companies (ILO IR Pro-
ject 2011), but without the participation of the VGCL. This fact itself
indicates that enterprise unions have been ineffective in representing
workers in negotiations with employers and partially explains the ex-
plosion of wildcat strikes since 2000.

None of the strikes so far followed legal procedure and none was
led by the trade unions. However, wildcat strikes have become the most
important instrument for workers to bargain for higher wages and bet-
ter working conditions.” According to the ILO’s 2011 survey, employ-
ers accepted all the workers” demands in 90 per cent of strikes. One
important reason that wildcat strikes have been successful is the local
authorities” (and the VGCL'’s) approach to settling strikes. Strikes are
usually settled by a strike taskforce composed of the local labour ad-
ministration and the upper-level union that collects workers” demands
and then persuades employers to accept them. Strikers are normally not
punished and often get paid for the strike days.

While the enterprise unions have played no role in organising (wild-
cat) strikes, the upper-level unions have been active in settling disputes
via the strike taskforces. However, the upper-level unions usually rely
on their political power to pressure the employers to accept workers’
demands rather than taking strikes as opportunities to negotiate with
employers on behalf of the workers.

10 Although these wildcat strikes usually occur on the level of individual companies, they have
an impact at least on neighbouring companies in industrial zones, since labour mobility is
very high and the employers in such cases tend to follow their peers.
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Figure 5: Strike Incidence and Inflation Rate, Vietnam, 2001-2014
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Union Reactions to Wildcat Strikes

In view of the upsurge of informal worker activism, the national union
recognised the weakness of primary unions, but blamed it on the de-
pendence of union officials” salaries on the employers, while denying
the need to reform the union system. The then-VGCL chairwoman, Cu
ThiHau, called for additional allowances for the enterprise union lead-
ers to overcome this problem:

It is true that primary union leaders were not able to lead strikes but
the main reason is because they are also employees who are paid by
the employers. If they organised strikes, they would be dismissed by
the employers (...) The Labour Code should be revised so as to provide
[primary] union leaders with financial support so that they can be
independent of the employers.

VnExpress, 8 January 2006

The pressure for union reform until recently came from non-union
sources. The ability of rank-and-file workers to organise strikes, many
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of which involved tens of thousands of workers lasting for over five days
without the leadership or support of the trade unions has caused em-
ployers and provincial governments to question the legitimacy of the
official trade unions as representative organisations." The heat of la-
bour activism and the ineffectiveness of primary unions in representing
workers have also become a concern for the national government. In a
closing remark at a meeting on 17 August 2006 with ministers and lead-
ers of strike-hit provinces, the prime minister clearly stated the need
for the VGCL to strengthen their representation at workplaces:

The VGCL should promptly propose appropriate measures to improve
the quality and effectiveness of enterprise unions. Also, it is important
for the union organisation to provide training and appoint more profes-
sional union officers to industrial-processing zones, strengthen training
in labour law and coordinate with other agencies to settle collective
labour disputes in enterprises, especially the foreign-owned ones.
Government Office 2006

Some senior Party officials perceived the ineffectiveness of primary un-
ions in representing workers as a direct threat to the representation mo-
nopoly of the VGCL. Professor Luu Van Sung, Director of the Ho Chi Minh
National Political Institute, the CPV’s major think tank, stated bluntly:

Trade unions are responsible for protecting workers’ interests. If ne-
gotiation with employers fails, the union must organise a strike. If the
union cannot perform this function, I am afraid that other forces will
take over the task.

Lao Dong, 26 May 2008

The Party leaders had reason to be concerned about the »other forces«
that might challenge the VGCL's representation monopoly. On 20 Octo-
ber 20006, the Vietnam Independent Union was established in Warsaw,
Poland by nine Vietnamese dissidents with the mandate of »represent-
ing Vietnamese workers’ interests in compliance with the Vietnamese
Constitution« (BBC News, 29 October 2006). On 17 January 2014 and

11 For studies on the organisation of wildcat strikes, see Tran 2006; Do and Van den Broek 2013;
Tran 2013.
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with explicit reference to the ongoing negotiations on the Trans Pacif-
ic Partnership Agreement (TPP), the Free Viet Labour Federation was
founded in Bangkok as a coalition consisting of the Viet Labour Move-
ment, the Vietnam Independent Union and the Committee to Protect
Vietnamese Workers. However, this group is more of a political advoca-
cy group rather than a genuine, membership-based trade union.

Although a trade union monopoly is central to the Party policy on
labour relations, different factions within the CPV are divided over how
the union system should change in response to labour activism. The
more conservative group believes that non-union labour activism in the
non-public sector shows the weakness of the Party itself in this area. In
2008 President Truong Tan Sang said:

For a long time we were more interested in economic growth than
developing political organisations at enterprises (...) This is not only
the union’s responsibility. All the political systems have to get involved
to urgently find out breakthrough measures so that we ourselves will
lead strikes or we do not strike but resolve disputes through negotia-
tion so as to prevent other forces to take advantage of workers.

Lao Dong, 21 July 2008

In other words, workers walked out not because of weak trade union
representation but the lack of the Party’s presence in private enterpris-
es. Thus it is the responsibility of the whole political system, not just the
unions, to address labour activism. The most important measure is to
extend Party membership among the workers (Central Party Committee
Resolution 20, issued on 28 January 2008).

The government and more reform-minded leaders in the Party, howev-
er, urged the VGCL to change into a real representative workers’ organi-
sation. Directive 22, drafted by the Ministry of Labour, Invalids and Social
Affairs (MOLISA) in 2008 and issued by the Central Party Committee read:

The VGCL must develop specific plans to reinforce, develop and re-
form unions in enterprises so that the union organisation becomes
the real representative of workers’ rights and interests and ... propose
appropriate measures to provide training and incentives to union of-
ficers at enterprises.

Para. 6, Directive 22, issued on 5 June 2008
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In contrast to what President Truong Tan Sang advocated earlier,
the focus of the Directive 22 is to improve the capacity of enterprise
unions. The Directive also emphasises that the aim for the unions
is to become »the real representative of workers’ rights and inter-
ests«, which implies the trade unions” lack of a representational
role.

The fact that the Central Party Committee issued two legislative
documents that point in almost opposite directions in terms of ad-
dressing labour relations issues in the same year provides evidence
of the profound factional differences within the party state.

5.2 Internal Attempts of VGCL to Reform

5.2.1 Traditional and New Approaches to Organisation
at the Enterprise Level

The VGCL admitted the weakness of enterprise unions and has made
several attempts to improve them. For instance, the VGCL organised
various training courses for enterprise union chair people and re-
cently revised the Union Charter to allow for bottom-up organising.
In the bottom-up approach, the upper-level unions are encouraged to
work with workers (instead of employers) to persuade them to set up
unions at workplaces. The objective of the bottom-up approach is to
establish unions run by workers rather than by management, so as to
strengthen the unions’ representation capacity. These unions »formed
from below« will still have to join the VGCL as this is laid down in the
current law.

However, the implementation of this approach is hindered by the
VGCL's major efforts to extend its membership.”> The upper-level un-
ions are under political pressure to extend membership by the ambi-
tious targets set by the VGCL, which urges them to adopt the traditional
organising approach rather than the bottom-up one.

The bottom-up organising approach is nevertheless one strate-

12 Each year the VGCL aims to extend its membership by 1 million. This target is divided among
various regional and sectoral unions. Reaching the recruitment target is an important factor
in assessing the union’s performance at the end of the year.
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gy of the VGCL to get closer to the workers and to gain their trust
and confidence and thus legitimacy. It was initiated in 2011 in private
companies in Hai Phong, Binh Duong, Dong Nai, and Ho Chi Minh
city. What is new is that trade union organising is conducted by the
immediate upper-level trade unions approaching workers outside the
enterprises’ premises and outside working hours, which goes against
the traditional approach of union officials persuading employers to
set up unions. While talking to workers of targeted enterprises in or-
der to learn about their working conditions, the union officials try at
the same time to select focal workers who can influence other work-
ers to join trade unions (Trinh 2014). Leaflets about trade unions are
distributed to the workers. Other services such as legal aid, sports
and entertainment activities, are organised to improve relations be-
tween immediate upper-level trade unions and the workers (VGCL
2011). Once the upper-level union receives the application letters of
at least five workers” a decision to set up the enterprise union is
issued. Members of the temporary executive committee for the new
trade union are voted in directly by the trade union members and
officers help to organise meetings for members on trade union op-
eration. Only after all this has been put in place are the employers
informed."

The bottom-up organising approach was included in the 2013 Union
Charter as the first and foremost way of organising (Article 17.1). In case
not enough workers voluntarily join the union or the workers make a
request to the upper-level union, the upper-level union is supposed to
establish an enterprise union based on the traditional approach (Article
17.2). However, there have been few cases of union organising follow-
ing the bottom-up approach. As the bottom-up approach takes much
more time than the traditional approach, the local union organisers face
a serious shortage of funding and personnel. Also, the VGCL applies
a quota system for union organising, meaning that each local union
branch must hit an assigned target of new enterprise unions and mem-
bers every year, which discourages local unions from adopting the new
approach (IRNet 2015).

13 In accordance with the 2013 Union Charter, the condition for establishing an enterprise un-
ion is applications from at least five workers to join the union (Article 16.3).

14 1bid.
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5.2.2 Wage Setting and Collective Bargaining

One instrument chosen by the VGCL to gain trust and confidence
among workers and reduce the number of wildcat strikes is real and
successful bargaining. The VGCL started to talk about its first attempts
in collective bargaining from 1992 onwards after the economic opening
up and transformation to a market economy in Vietnam.

But because collective bargaining and collective bargaining agree-
ments hardly played a role, in most cases it was only a symbolic policy
to rephrase the applicable law in a collective agreement. An internal
VGCL survey in 2009 showed that nearly all enterprise collective bar-
gaining agreements did not go further than the regulations laid down
in the Labour Code. In other words, collective bargaining agreements
have been a compilation of the existing law. Therefore, figures on col-
lective agreement coverage provided by the VGCL are high, but do not
provide any useful information. Furthermore, the survey mentioned
above also showed that many companies did not observe the existing
law although it has been codified additionally in a collective agreement.
Without genuine collective bargaining, workers” wages are adjusted
mainly in relation to state changes in minimum wages.

Even the leadership of the Communist Party of Vietnam (VCP) and
the government took note of this trend with concern. In a speech at the
Eleventh Congress of the VGCL in July 2013, VCP General Secretary
Nguyen Phu Trong stated:

In a market economy with socialist orientation, the trade unions (...)
have to engage actively in collective bargaining with employers, in
the settlement of labour conflicts, the improvement of production
processes and the organisation of enterprises, especially state-owned
enterprises. (..) At the same time trade unions have to fight harder to
build up grassroots unions in private enterprises, joint ventures and
purely foreign enterprises.

VGCL 2013a

The party leadership wants the VGCL to get more involved in legal aid and
collective bargaining. Therefore, the 2012 revised Labour Code extends the
right to collective bargaining to non-unionised enterprises (Art. 69), giving
upper-level unions (district-level or industrial zone federations of labour)
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the right to represent non-union workers. Also, the 2012 Labour Code does
not require enterprises to register their collective agreements at the local
labour administration, as previously, although copies of collective agree-
ments must still be sent to the labour authority for reference (Art. 75).

At its Eleventh Congress in July 2013 the VGCL decided to signif-
icantly step up the campaign to conclude more and better collective
agreements, also beyond the single enterprise level (VGCL 2013b), and
has made some progress since then. The VGCL has put more effort into
training the staff of labour federations (provincial level or industrial
zones) to become professional negotiators and train the honorary trade
union officials on the grassroots level in basic principles and the legal
framework for collective bargaining, membership involvement, negoti-
ation strategies and techniques. So far, 70 experts have been trained in
five modules lasting for five weeks altogether. The VGCL presidium has
provided them with financial incentives and career prospects. Also at
the head office level, additional staff and resources have been nominat-
ed to improve professional expertise for collective bargaining. Within
the Department for Industrial Relations at the VGCL Head Office, a Di-
vision for Collective Bargaining with three staff was created.

There are signs that the merely formal character of collective agree-
ments is gradually changing. Since the end of 2014, the VGCL has been
systematically evaluating the quality of collective agreements in compari-
son with the law by means of an electronic databank in which all collective
agreements will be stored as pdf-files and evaluated and graded based on
criteria developed by the VGCL in comparison with the Labour Code (food
provided for shift workers, a thirteenth monthly wage, New Year bonus,
allowances for transportation, accommodation, support in case of illness,
birthday gifts, organised vacations and recreation for workers, building
of social facilities, additional accident insurance for workers, special care
for female workers). First results from 1,010 collective agreements from
all over the country and various industries up to November 2015 showed
that about 15 per cent can be graded significantly better and 29 per cent
better than the minimum standards stipulated by the law (VGCL 2015).
However, the figures also show that about 56 per cent are scarcely better
than what is laid down in the law or even just a copy of provisions in the
Labour Code. A total of 85 per cent of this refers to material regulations of
the agreement, while 15 per cent reflects the involvement of workers in the
bargaining process and the implementation of the agreement.
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Furthermore, there have been some achievements in collective bar-
gaining at the sectoral level in recent years. The number of companies
participating in an industry-wide collective agreement in the textile
and garment industry (the initial target was 130 companies producing
at several places) has been raised constantly, as the following figures
show.

Industry-wide Collective Agreements of the Textile
and Garment Industry in Vietnam

1. Conclusion: 24/6/2010 with 69/130 companies participating.
2. Conclusion: 24/6/2011 with 89/130 companies participating.
3. Conclusion: 24/3/2014 with 100/130 companies participating.

Further industry-wide collective agreements of the textile and garment
industry have been concluded at provincial level, such as in Binh Du-
ong province with 15 participating companies in 2014. Both agreements
contain regulations better than the legal minimum, even on wage is-
sues, an improvement in comparison with about 10 years ago.

The second national industry-wide collective agreement was con-
cluded in March 2014 with 35 companies in the rubber industry, also a
very important sector in Vietnam. The duration of the agreement was
until the end of 2015.

Other industrial trade unions currently negotiating a sectoral col-
lective agreement are the Railway Trade Union of Vietnam, the Trade
Union of the Agricultural and Plantation Industry and the Trade Union
of Construction Workers in Vietnam.

Also, other trade unions at provincial level intend to negotiate and
conclude collective agreements for groups of companies with trained
collective bargaining experts, for example in Dong Nai province for six
Japanese automobile suppliers. Similar attempts are under way in Hai
Phong and Hung Yen province. The ILO has started a pilot project on
»group collective bargaining, targeting groups of enterprises in one
industry, such as tourism or automotive, but not yet sector-wide.

This development was facilitated by clearer regulations in the new
Labour Law Code (Chapter V) of 2012. Article 10, Section 2 regulates
the representation of employees regarding negotiation, conclusion and
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realisation of collective bargaining agreements. Article 17 clarifies the
function of the subordinate trade union level, as well as the representa-
tion of employees in companies without a trade union at company lev-
el. Additional administrative orders by the government create a higher
level of legal obligation in collective bargaining. The structure of the
collective bargaining process according to the Labour Code is shown
in the chart in Annex 1.

The results in the area of collective bargaining so far are remarka-
ble in the Vietnamese context because, as described above, the VGCL
has decided to consider collective agreements as relevant only when
their provisions go beyond what is laid down in the law. However,
this should not divert attention from the fact that the conclusion of
agreements still comes without unions demonstrating organisation-
al strength through industrial action and protest or even the threat
of strikes. Perhaps the most important obstacle to genuine collective
bargaining is that strikes are not foreseen in the negotiating strategy
of the VGCL even as last resort. The power and impact of official col-
lective bargaining will always be limited and workers still have to find
their own ways of bargaining.

There are additional obstacles to real collective bargaining that are
not attributable to VGCL policies. Many officials - especially older ones -
have difficulty understanding that the government and state-owned com-
panies are no longer responsible for regulating working conditions, but
the social partners. It still happens that VGCL staff complain that they
have to learn to negotiate because they claim that, in the past, wages and
working conditions were defined by the Ministry of Labour. Accordingly
it is hard to mobilise resources for collective bargaining.

The lack of organisational structures on the employers’ side is also a
major problem for sectoral collective bargaining; except for the textile
industry and some sectors dominated by state-owned companies, em-
ployers” associations that are able to negotiate do not exist.

5.2.3 Minimum Wage Policies as a Floor for Collective Bargaining
To date, the collective agreements have dealt in particular with general

working conditions; wages are often still regulated unilaterally at an
individual level by the employer. However, more and more collective
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agreements define wages as x times the minimum wage and especial-
ly bonus payments, piece rates and other factors determining the final
wage are becoming part of collective agreements.

The minimum wage is defined in the 2012 Labour Code as the lowest
rate paid to the employees who perform the simplest work in normal
working conditions. The Code stipulates that the wage must ensure the
basic living needs of the employees and their families.

In 2013, the National Wage Council (NWC) was established in ac-
cordance with the new Labour Code. The NWC consists of represent-
atives of employers” associations, the VGCL as the sole representative
of employees and MOLISA. The tripartite council gives representatives
of trade unions and employers a direct stake in minimum wage negoti-
ations and recommendations, significantly strengthening the minimum
wage setting mechanism in Vietnam.

Minimum wages in Vietnam are set for four regions, from least de-
veloped rural areas to large cities, including Hanoi and Ho Chi Minh
City. In recent years - even prior to the establishment of the NWC -
minimum wages have increased substantially, often by more than 10
per cent per year. However, the regional minimum wages proposed by
the NWC and adopted by the government have not yet met the level
of a living wage. Both the government and the trade unions calculate
the living wage in large cities at about USD 190-200. The target was to
raise the minimum up to a living wage by 2015, but this goal has been
postponed until 2017.

On 3 September 2015 the National Wage Council suggested a min-
imum wage increase of 12.4 per cent starting 1 January 2016 after long
and heated discussion between employers and workers’ representatives
in the council. While the VGCL has demanded a 16.8 per cent wage in-
crease in order to keep on track with compliance with the living wage
by 2017, the employers” association VCCI only offered 6-7 per cent in
the first and 10-11 per cent in the second round. The textile employers’
association VITAS maintained until the last round that the minimum
wage should be increased by only 6.7 per cent, otherwise the competi-
tiveness of the Vietnamese textile industry would be endangered com-
pared with that of neighbouring countries. The NWC’s recommenda-
tion was approved by MOLISA and came into effect on 1 January 2016
(Just Jobs Network 2015). With public sector wages being linked through
a unified tariff system to the lowest level of minimum wage earners and
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with many collective bargaining agreements linking wage changes to
statutory minimum wage agreements, wage development relies mainly
on mandatory increases by the government and not on a proper mecha-
nism of dialogue and negotiation between employers and workers. This
is hardly sustainable as government may include other considerations
in their minimum wage policy which in the end may eliminate any im-
provement in workers’ real incomes. Since 2004, the government has
kept minimum wage adjustments below increases in productivity, thus
contributing to an ever lower share of workers’ income in value added
(see figure 6 and 7). Consequently, high labour turnover rates and wild-
cat strikes reflect workers’ frustration.

5.2.4 External Factors Pushing for Reform

Thirty years of transition from a planned economy to a market economy
have changed the system of labour relations in Vietnam, but the VGCL
even in its own perception is still more of a transmission belt than a gen-
uine representative of workers’ interests. Not only the older, full-time
officials are interested in good relations with the party, so as not to lose
their privileges as officials. The party has also filled some leadership po-
sitions with own cadres that will remain loyal to the CPV and safeguard
its primacy role.

Nevertheless, 2016 appeared to open a window of opportunity for
organisational changes including elements of trade union pluralism and
looser control of the Party over workers’ organisations. Vietnam was ne-
gotiating several major free trade agreements with the European Union
and more importantly- the Trans Pacific Partnership Agreement (TPP).

TPP under the Obama administration was a multilateral, US-led
trade pact involving 12 Pacific Rim countries including the United States
and Vietnam, but not China. It was part of President Obama’s so-called
»Pivot to Asia«, countering China’s rising economic and diplomatic
clout in the Asia-Pacific region. For Vietnam, it offered the possibility of
getting access to strong, promising markets and building up new sup-
ply chains. In the textile and clothing industries alone, Vietnam’s world
market share could rise from its current 4 per cent to 11 per cent in 2024.
For the government and a fraction of the party leadership, joining TPP
had two more important strategic objectives:
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Figure 6: Productivity Growth and Minimum Wage Increase, Vietnam,
2000-2015

1000

900 o

e~ Non-agriculture productivity /
800

-#- Real average MinWage (VND) /
700

-~ Average MinWage (USD) ,_/
600 /
500 //
400 //( /\./-'/./
™ / /././.—{
200

o——00—0

100 M ——————

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 Jan Oct 2012 2013 2014 2015
2011 2011

Source: Vu Thanh Tu Anh 2015.

(i) it could have stepped up pressure for further modernisation in order to
comply with TPP regulations, reforming Vietnam'’s institutional and le-
gal system and reducing the privileged role of state-owned enterprises
in terms of access to land, credit, public procurement and subsidies;

(ii) it would have included Vietnam in a political and economic alliance
that could deter China, its increasingly assertive neighbour in the
north.

The negotiations of the TPP and US-Vietnam Consistency Plan on La-
bour were wrapped up in November 2015. The reforms that the govern-
ment of Vietnam committed itself to under the Consistency Plan with
the United States were far-reaching and significant. The most important
changes included allowing the establishment of unions at enterprise, in-
dustry and regional levels that are not forced to affiliate to the VGCL but
can register with a »competent government body«. The potential compe-
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Figure 7: Real Minimum Wages and GDP per Capita, Vietnam, 2001-
2013
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tition with non-VGCL unions once the TPP came into effect had already
urged some VGCL leaders to move closer to workers, while detaching
themselves (partially) from the Party’s patronage and intervention.

Still in 2016, the VGCL had proactively taken the first step of submit-
ting an official request to the Politburo to grant its own organisation
autonomy in personnel appointments and separation from non-union
tasks assigned by the Party. According to Mai Duc Chinh, Vice Chair-
man of the VGCL:

ifthe VGCL is not given the autonomy to decide its own personnel and
free the system from non-union tasks assigned to us by local Party
committees, we will lose this battle the first day the TPP comes into
effect. It is like throwing us into the sea with our hands and legs tied."

15 Mai Duc Chinh’s speech at the MOLISA-ILO Conference »The Future of Labour Relations in
Vietnamg, 2 December 2015 in Hanoi.
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Immediately after taking office, President Donald Trump withdrew the
US from TPP. Though the CPV had vowed to continue its process of in-
ternational integration, including the ratification of relevant ILO norms
just a few days before US presidential elections, after the demise of the
TPP, in spring 2017 the draft labour code that would have allowed for
trade union pluralism was withdrawn. The reason given was that the
urgency of changing the code was not so pressing anymore and the Na-
tional Assembly needed more time for a more comprehensive reform of
the code that had only recently been revised in 2012.

This is also in line with continuous pressure from the European Par-
liament demanding from Vietnam a clear roadmap for the ratification of
the outstanding ILO conventions as a precondition for the ratification
of the Europe-Vietnam Free Trade Agreement (EVFTA) scheduled for
late 2018 or early 2019. Currently, the Ministry of Labour is working on
a new draft labour code with substantial revisions that is supposed to
be presented to the National Assembly in 2019. It is not clear in how far
this new law will provide for independent trade unions. What seems to
be very clear however is that since about the middle of 2017, the VGCL
leadership is clearly opposing any attempts to allow the emergence of
rival workers organisations.

6. Conclusion

The trade unions in Vietnam emerged from a labour movement that
united the first generation of industrial workers against French em-
ployers. The labour movement’s early sympathy with international
communism and alliance with the VCP have driven the trade unions
towards becoming more of a political organisation since the 1940s. The
economic reforms and especially the rise of informal labour activism
have put increasing pressure on the VGCL to transform itself into a real
union organisation.

A range of initiatives have been launched by the Party and the VGCL
since the late 1980s, but with little success. The fundamental obstacles to
this transformation include, first, the VGCL’s affiliation to and reliance
on the party-state in terms of finance, authority, personnel and planning.
The VGCL faces a dilemma: if it chooses to become truly representative
of its members, it must become independent of the Party, which also
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means letting go of all the benefits and authority it currently enjoys. On
the other hand, if it wishes to retain its political power, it can hardly be-
come a real union organisation. Second, the whole system of the VGCL
is not adapted to the new approach of focusing on representing mem-
bers rather than implementing the Party’s directives. The resistance of
local VGCL branches to the bottom-up organising approach is evidence
of the mismatch between the traditional and the new approaches.

The Vietnamese government’s commitment to labour reform in Free
Trade Agreements (EVFTA and CPTPP, the potential successor of the
TPP without the US) are another major pressure on the VGCL to reform.
The prospect of non-VGCL unions being established at enterprise, in-
dustrial and regional level has urged the VGCL leadership to speed up
their internal reform, starting with the autonomy of the union in terms
of personnel and planning. But there are no signs that the current VGCL
leadership is challenging the dominance of the CPV.

The changes from within in combination with external pressure may
change the institutional framework of trade unionism in Vietnam. But it
will probably not lead to a significant political change, as happened in
Poland with Solidarno$¢. The VCP has little reason to oppose the labour
chapters in Free Trade Agreements which are supposed to protect work-
ers’ rights and welfare in the first place. But the Party will most likely
ensure that any labour union established will only serve economic pur-
poses, namely to protect workers’ rights and economic welfare and not
turn into a political organisation. The Party and its security apparatus
will find a way to »legally« constrain independent unions within certain
boundaries and to prevent them from being exploited politically.

However, trade union reform is at least currently a perceivable trend
and together with political reform, the trade union system will proba-
bly move in a direction that allows for the involvement of labour NGOs,
independent labour activists and independent enterprise unions. The
VGCL will reform to become less bureaucratic and more accountable to
its members. The VGCL executive is already looking to various interna-
tional experiences, for example, in Russia and central and eastern Eu-
rope, as well as Indonesia and Singapore, to develop a strategy that will
secure the leadership role of the VGCL in an evolving labour movement
environment. Thus, during the transition period laid down in the TPP,
attempts will be made to find ways of securing the VGCL's trade union
monopoly and, above all, the financial privileges linked to it.
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Annex 1: Legal Procedure for a New Collective Bargaining Agreement
(according to the Labour Code 2012)

REQUEST
for collective negotiation from either side

Request declined Request accepted*

Agreement on starting time
of negotiation meeting within
7 working days of request

Information on business situation
by employer 10 days in advance

Process of Collective Labour
Dispute Settlement

Collecting comments

Notification of issues for collective
agreements 5 days in advance

Negotiations meeting

Not successfull** Successfull

Publishing minutes and information about negotiation
meeting to the workers within 5 days

Collecting worker's
opinions

Concluding collective
agreements

New collective agreement
comes info effect

Notes: * In case one party refuses bargaining or does not conduct the bargaining within the time-
line indicated, the other party has the right to initiate the procedure to request labour dispute
settlement. ** Instead of the process of labour dispute settlement either party also may request
to continue the negotiations.Source: FES Hanoi.






Trade Union Pluralism in Vietnam -
Coping With Informal Associations

Wolfgang Ddubler

1. Unitary Trade Unions - Interest Representation?

The Vietnamese legal system implements the principle of unitary trade
unions. At the lowest level there are company trade unions, generally
referred to in English - somewhat euphemistically - as »grassroots trade
unions«. At city or district level, sometimes at the level of so-called »pro-
duction zonesg, too, there are associations with corresponding organisa-
tions from other companies. On top of that stand the trade union organ-
isations at provincial and national level (for details see Hien 2015: 263 ff).

Trade union membership is voluntary. From 2008 to 2016 trade un-
ion membership rose from 6.7 million to 9.6 million (Schweisshelm / Chi
2018: 119). Taking into account the 18 million or so workers in the formal
sector, that makes a trade union density of around 50 per cent. This
needs to be put in perspective in two regards, however. On one hand,
there are around 35 million workers in the informal sector, who, as far
as one can tell, are pretty much inaccessible to unionisation. On the oth-
er hand, even in the formal sector membership is very unevenly distrib-
uted. While in state-owned companies and the public sector - which
together employ just under a third of all workers - around 76 per cent
of employees are unionised, in the private sector the figure is only 33
per cent (Schweisshelm/ Chi 2018: 119). More than a third of firms have
no trade union branch (cf. VGCL 2017: 18).

In contrast with membership growth, collective agreement coverage
fell from 23.7 per cent in 2011 to only 12.5 per cent in 2016. This is linked
to a new method of calculation: while before the amendment of the La-
bour Code in 2012 all collective agreements were taken into account -
that is, even those that merely meet the bare minimum criteria laid down
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in the law - in the meantime only those collective agreements are includ-
ed in the statistics that surpass the statutory threshold. They award, for
example, a thirteenth month’s wage, a bonus on the occasion of the Tet
festival, extra accident insurance, travel cost subsidies and similar ben-
efits (Schweisshelm /Chi 2018). These are all company agreements, with
the exception of the textile industry, where individual industry agree-
ments may also be found, which likewise exceed the statutory minimum.

The significance of a trade union organisation for individual em-
ployees does not lie primarily in improvements in wages and working
conditions. The trade union organises sports competitions, assigns va-
cation resorts, visits the sick and provides emergency assistance; it also
provides gifts on special occasions, such as the birth of a child. People
having problems with their boss can turn to the trade union, which with
aword in the right ear can defuse the situation or at least help arrange
a transfer.

Trade union members appoint a trade union committee, the number
of whose members depends on the size of the company. The chair of the
committee is usually a member of the management, not infrequently the
personnel manager or their deputy. Experience shows that such »labour
directors« are unwilling to offend their management colleagues. Thus
they are hardly likely to be outspoken, with more far-reaching meas-
ures out of the question.

The situation is rather different for full-time trade union personnel
at higher levels. The VGCL has two press bodies that do not pull their
punches. For example, if pregnant women are required to put in a 70-
hour week until shortly before they are due to give birth it is reported,
naming names (Tran 2013: 198). Top-level functionaries are clearly com-
mitted to raising the minimum wage to a level that would enable people
to live a decent life. However, over the past 20 years it has not kept pace
with productivity (Schweisshelm/Chi 2018). Trade union spokesmen
cannot convert their words into actions, however, because they lack
effective leverage. In Germany they would rather be known as lobby
organisations. Political institutions look on work stoppages as a form
of disloyalty, which not only carries personal risks for those involved,
but also jeopardises any chance of making progress on the issues in the
future. Also in the realm of legislation, although the trade unions have
an important voice, they are often unable to assert themselves, even on
important issues.



Trade Union Pluralism in Vietnam — Coping With Informal Associations 151

2. The Alternative World of Strike Action

In 1986 »Doi Moi« commenced, the transition to market economic
structures. There have been wildcat strikes since the early 1990s (Chi
2017: 1052) and statistics have been collected since 1995. Strikes invar-
iably occur at individual companies, with the number of participants
varying between 200-300 and many thousands of employees (VGCL
2017: 3; Tran 2015: 288ff). In the period 1995-2005 there were around
100 strikes a year. In the subsequent period, because of rising inflation
and the failure of the minimum wage to keep pace with the cost of living
the number of work stoppages increased. The number of strikes peaked
in 2011 at 993 (Schweisshelm/Chi 2018: 129). More recently, between
2013 and 2016, there were 1284 work stoppages, around 400 strikes a
year (VGCL 2017: 3). There were fewer strikes in 2017 but they were
longer and more bitter. The total number of strikes between 1995 and
June 2016 was 6282.

All these strikes were illegal under Vietnamese law (VGCL 2017: 20).
The Vietnamese Labour Code does recognise the right to strike, but
provides for tight restrictions: only »grassroots trade unions« have this
right and can exercise it only after first exhausting mediation and arbi-
tration proceedings and even then only if more than 75 per cent of the
workforce vote in favour (50 per cent since 2012). However, given its
proximity to management the company trade union is particularly un-
suitable to organise a strike; even if the numerous procedural hurdles
did not exist the right to strike would be purely theoretical. As a result,
the workers are left to fend for themselves when it comes to organising
strikes, operating outside the legal structures of the Labour Code.

Around 70 per cent of strikes took place at FDI firms, with just under
30 per cent in the Vietnamese private sector. Less than 1 per cent oc-
curred at state-owned companies (Chi 2017: 1058). Generally speaking,
strike action befalls a company where there is strong dissatisfaction
with working conditions. This is often preceded by attempts to obtain
redress through petitions in which the grievances are cited, usually
without success. On the employers’ side, investors from Korea, Taiwan
and Japan are most frequently affected. This is because they tend to
stick closely to cost guidelines issued by head office or because they are
averse to negotiation, which - as they see it - would cause them to lose
face. As a rule the preparation and organisation of work stoppages take
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place below the employers’ radar. They proceed by word of mouth and
in people’s homes. People may also take their cues from role models,
but at least until 2010 such people were unwilling to operate out in the
open. Such strike leaders tend to be particularly experienced workers
or group leaders (Chi 2017: 1061). Strikes of this kind have taken place
not only in the industrial belts around large cities, but in 40 of Viet-
nam’s 63 provinces (VGCL 2017: 8).

Strikes generally last one or two days; only in exceptional cases do
they last any longer. One morning the workers turn up at the factory
gates, where they find placards calling for a strike and certain demands
waiting for them. It is not possible to find out who hung them up. In
these circumstances, usually no one starts work. Strike breakers are
rare and do not feature in reports; as a small minority they risk being os-
tracised by the other workers. The press is usually informed in advance
and reports - generally sympathetically - on the strikers” demands and
on the course of events (Chan/Siu 2015: 314 ff).

In such a situation the »grassroots union« is usually nowhere to be
seen. Individual strikers or the top management inform the higher level
trade union, which then dispatches a task force of two or three people
to the company affected to negotiate with the employer. In some in-
stances a representative of the administration or the Party comes, too.
As soon as something has been achieved the waiting workers are in-
formed, usually on placards; at the same time, they are requested to
resume working. If the strikers find the outcome acceptable they return
to work. On the other hand, if they reject the compromise they remain
in the factory courtyard or in the street - a kind of voting with their
feet. In this case further negotiations are needed, until an acceptable
agreement is reached.!

The police generally turn up during negotiations, but there are no
documented cases of them intervening against the strikers. Rather
the purpose of their presence is to protect the strikers from groups of
punchers hired by the employer.

According to an ILO report, in more than 90 per cent of cases strik-
ers’ demands are met in full (Chi 2017: 1058). Another report puts this

1 On the other hand, there are cases in which the strike begins once the working day has
already started and the workers walk out or simply »down tools« in a sit-down strike. There
are also instances of working to rule.
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figure at 80 per cent. There are no reports of work stoppages in the
wake of which everything remains as before. »Retaliatory measures«
against strike leaders or against people suspected of such are only men-
tioned in reports produced by foreign organisations; nothing of the kind
is to be found in the comprehensive and critical Vietnamese reporting
(Schweisshelm / Chi 2018).

After a strike has occurred in one company, over the following cou-
ple of weeks there are usually work stoppages in neighbouring firms,
too. Preparations for such actions are generally less intensive. From
time to time a strike is avoided by simply adopting the outcome of the
first. As regards employers from the same country they are usually in
agreement from the outset, particularly concerning a uniform wage lev-
el; if a company deviates from that and has to give ground, the others
tend to fall in line (see the case studies in Chi 2017: 1061ff).

There is an informal network of strike organisers in the same region
(Chi 2017: 1052 ff). How intensive this might be and whether there is any
interaction between strikes is hard to say. It is noteworthy that in indi-
vidual companies strike organisers tend to remain active after indus-
trial disputes as interest representatives and in some cases cooperate
clandestinely with official trade union representatives (Chi 2017: 1061).
Sometimes - as case studies have shown (Chi 2012: 17 ff) - the employ-
ees can exert effective influence over working processes.

3. Peaceful Coexistence Between the Two Forms
of Interest Representation?

Strikes that bypass the trade union and are arranged informally be-
tween employees at different companies are also familiar from other
countries. In Germany one might mention the so-called September
strikes of 1969 (see most recently Achten 2017) and similar actions in
1973, although subsequently the emphasis in interest representation
was almost exclusively on trade union collective bargaining and works
councils. What is special about Vietnam is the juxtaposition of »docile«
official trade unions and ostensibly illegal, informally organised strikes
since 1995 (in other words, around 23 years). All those involved expect
labour relations to have this dual structure and that wildcat strikes are
likely in the foreseeable future. This suggests that it would be a good
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idea to look more closely at what can no longer be considered new ac-
tors, namely strikers, and the »division of labour« between them and
the official trade unions.

What are the reasons behind the fact that strike action so often oc-
curs without trade unions? One cause that suggests itself is that the of-
ficial system of trade union interest representation in accordance with
the Labour Code is not working; the relevant guidelines simply bypass
the real interests of those involved. There is a lot of truth in this, as oth-
ers have pointed out. On the other hand, this approach cannot explain
the wide variation in different economic sectors: why do 70 per cent of
strikes take place in FDI companies, over 29 per cent in Vietnamese pri-
vate companies and less than 1 per cent in state-owned companies, even
though the official system is just as flawed? Furthermore, there is noth-
ing to indicate that conditions in Vietnamese private companies are
generally better than in those dominated by foreigners. Things may be
different in state-owned companies; especially from the period before
»Doi Moi« there are reports that workers were more closely involved in
decision-making on work organisation than after the economic trans-
formation (Beresford /Nyland 1998: 69-70). Whatever the case may be,
there are many other countries in which official structures are also mal-
functioning without it resulting in comparable mass strikes.

Under these circumstances it makes more sense to look at what the
strikers have in common, which to some extent serves as a proxy for
membership of the same organisation: originating from the same region
or even the same place creates a bond of trust, as well as opinions about
which colleagues are more forward-looking. That particularly applies
where - as in most firms in the industrial belt around Ho Chi Minh City,
Hanoi and other cities - migrant workers from rural areas predominate.
Typically 70 to 80 per cent of them are women aged between 20 and 30
(Tran 2013: 183), which also creates common ground. It has been claimed
in the Vietnamese literature that migrant workers from places with a
revolutionary tradition have played a particular role in spreading mil-
itancy (Tran 2013: 184). It is also worth mentioning that most protest
actions have taken place in the Cu Chi district, which was noted for its
belligerence during the Vietnam War (Tran 2013: 212).% It should be kept

2 Even today the largest tunnel system built by the Vietcong can be visited here, which was
never discovered by US troops.



Trade Union Pluralism in Vietnam — Coping With Informal Associations 155

in mind that these militant actions have taken place beyond the bounds
of the law. Vietnam has a long tradition of a legal sphere divided from an
informal domain outside legality. When sabotage began to be perpetrat-
ed against French industry over 80 years ago (Tran 2013: 119) of course
there could be no question of faithful compliance with legal norms.
Furthermore, circumventing state regulations under the planned econ-
omy between unification in 1975 and the emergence of market-economic
structures in 1986 can clearly be categorised under this heading, too.

The varying frequency of strikes in individual sectors can perhaps
best be explained by differing attitudes on the part of management -
one might suspect that given the conditions in South Korea, Taiwan and
Japan the management has little sympathy for the sensitivities of Viet-
namese workers. National solidarity may also have played a role. In the
extensive survey of strikers conducted by the VGCL an open commit-
ment to strike aims was dominant at FDI companies, while in the case
of strikes at Vietnamese companies they were more of a background
consideration; reference was made to »coercion« by others, who had
made the respondents participate (VGCL 2017: 17ff).

4. A New Form of Industrial Relations?

The dual structure described here has existed in Vietnam for around a
quarter of a century. For people who primarily have legally established
institutions in view the strikes and their organisers represent a kind of
second-class reality. What is decisive for them is that the VGCL has a
merely fictive right to strike and is able to represent the interests of de-
pendent employees only verbally and after the manner of a lobbying or-
ganisation, although with little practical impact. Here we shall attempt to
break through this one-sided view and raise the question of the extent to
which the dual structure contains open spaces that are far from self-ev-
ident and that one would seek in vain in many European legal systems.
In the course of just under 25 years of »illegal« strikes a network of
informal interest representatives has formed that is sometimes active
even outside strike situations. They do not represent a trade union or-
ganisation in the traditional sense, with an executive board, sections and
subsections or officials along the lines of an industrial company. No one
receives any payment for their activities as interest representatives, ei-
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ther. Their efforts for the sake of employees’ interests - and thus also for
their own interests - are rather »just something one does« in Vietnam,
although to be sure some take it to heart more than others. It can be
assumed that there is a certain turnover among workplace strike lead-
ers, and that some will be better than others, and some remain tireless
while others give up. But pursuing common interests in better pay and
working conditions is so deep-rooted among Vietnamese workers that
there is always someone coming along who is able to get other people on
board, too. An organisation of this kind has the inestimable advantage of
being largely immune to repression. No Korean manager has ever been
able to catch a strike leader; it would be a waste of time even trying.

At present and for the foreseeable future, however, there are certain
bounds that as a rule cannot be overstepped. Each strike is confined to
a particular company, notwithstanding the fact that in a given region
someone leads the way and others follow. As long as the network con-
tinues to function they have got the territory covered. However, not all
the companies are supposed to be paralysed at the same time.

Strikes are concerned with wages and working conditions. Another
frequent grievance is unlawful conduct on the part of the employer. Ac-
cording to a VGCL inquiry in 2016 40 per cent of strikes were legal dis-
putes - such as unpaid overtime or health and safety violations - while
26 per cent had mixed goals, for example, aimed at asserting rights and
also improving the status quo. Also, 31 per cent were purely conflicts of
interest, such as demands for higher wages (VGCL 2017: 14). On top of
that MOLISA estimated that 90 per cent of work stoppages were caused
by rights violations on the part of the employer (mentioned in Tran 2013:
117). There is no need here to go more deeply into the distribution be-
tween conflicts concerning rights and those concerning interests - no
one disputes that both are legitimate reasons for strike action.

Because strikes take place in a realm that has not yet been juridi-
fied there are no binding rules concerning their conduct. They can be
announced, simply »happen« or come right out of the blue; it does not
really matter. No quantitative limits are discernible either - it seems
that common sense dictates that no pressure is exerted to secure deals
that would go beyond the company’s means. No one wants to put their
own job in jeopardy.

In recent years there have been two instances in which the tradition-
al bounds of strike action have been overstepped.
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One case, in April 2016, concerned a change in pension insurance.
Under existing legal regulations someone who left the workforce could
have their contributions paid out, thereby renouncing a pension in old
age. Many migrant workers from rural areas exercised this option, re-
turning home after ten years of hard graft to start a new life. This was
attractive not least because the employer paid around 70 per cent of
the contributions and over ten years they could accumulate a tidy sum.
In order to safeguard provision for old age, however, the government
urged the parliament to change the law; henceforth such pay outs will
be permissible only once the pension age has been reached, thereby
frustrating the lifeplans of many workers. This led to the first mul-
ti-company strike for decades, in which around 150,000 workers partic-
ipated. The demand was simple: overturn the new law. The government
gave in after two days and the parliament rescinded the law shortly af-
terwards (Chi 2017: 1065). Sanctions against strikers were not seriously
considered; it would only have poured oil on the flames. In our view this
was a political strike about a social policy issue, of a kind recognised by
Italian law but not in Germany.

The second case occurred in 2014 and was quite different. Because of
the dispute concerning the Spratly islands in the South China Sea rela-
tions with the People’s Republic of China were not the best. The latter had
built an oil platform in the Vietnamese portion of the South China Sea,
which was considered a provocation. In response young motorcyclists
appeared in front of many firms flying Vietnamese flags mounted on iron
bars. They called on the workers to down tools and to come to demon-
strations »against China’s actions« held in the nearest large square. Most
workers complied. When the factories were empty the motorcyclists came
back and smashed everything to bits with their iron bars; three factories
went up in flames. The government apologised to investors and prompt-
ly compensated them. This action was unprecedented. It is difficult to
reconstruct how it transpired. VGCL's analysis of the strike talks of »re-
actionary elements« (VGCL 2017: 3) at work. On the other hand, it is as-
tonishing that not a single perpetrator was identified and apprehended.

Neither occurrence has been repeated. To that extent the prevailing
rules of the game have remained in place. The upshot of these rules is
that employees have the option of striking about wages and working
conditions without running a significant risk. Usually, they are still paid
while they are on strike. It is up to them how far they go with their
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demands. They therefore have a fair amount of freedom to strike, even
though they have no formal »right« to strike.

Such phenomena are rare in the annals of labour law, but they are
not unknown. In the United Kingdom before the legislation adopted in
the 1970s strike action was protected in comparable fashion. There was
no legislative guarantee for collective action but a kind of indemnity
from certain norms subject to sanctions: involvement in a joint action
was no longer classed as »conspiracy«, which was a punishable offence
and subject to liability for damages. To that extent these were generally
referred to as »immunities« from the rules of the Common Law, which
made it possible to conduct collective disputes (Wedderburn 1986: 29 ff).

In Vietnam, strikers are de facto released from the rules governing
violations of labour contracts. They are not dismissed or liable to pay
damages or work extra hours. In practice they experience no interrup-
tion of pay as a result of strike action. The British »immunities« were
legally along the same lines, although there are important concrete
differences: the exemptions typically pertained to the trade unions as
organisations rather than to informal worker collectives, although such
existed. Furthermore, in Britain these exemptions were expressly legal-
ly standardised, while in Vietnam it is more of a case of reality on the
ground. After around 25 years, however, one might think that some sort
of customary-law character could be conferred on them.

5. Division of Labour or Rivalry?

In reality there is a kind of division of labour between the two forms
of interest representation: the less conflict-ridden everyday issues and
the distribution of benefits are undertaken by the official trade union,
which also may dole out harsh criticism. It can also offer legal protec-
tion and since recently has been able to use the courts to compel em-
ployers to pay their social insurance contributions. As soon as it comes
to applying pressure in the workplace, however, it is time for them to
leave the field to the informal networks mentioned above, which duly
pursue higher wages and improvements in working conditions. Laying
aside one’s legal spectacles, however, this is a fairly gratifying state of
affairs for dependent employees; although it has its shortcomings there
is no real reason for fundamental changes.
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This view is not shared by the official trade unions and many foreign
advisers, however. In 2017 the VGCL produced a report on strikes, of
which it clearly takes a dim view. Supposedly, work stoppages not only
damage firms economically and impair the investment climate, the so-
cial order and security, but are also against the workers” own interests
(VGCL 2017: 5). They are not forthcoming as to why this should be the
case, however. The reports not only regard strikes in a negative light
but purport to show how things really are. The fact that the trade union
dissociates itself from strike action at the outset may have something
to do with the fact that it still considers itself to be the comprehensive
representative of dependent employees (see Hien 2015: 263 ff). Howev-
er, this claim is refuted by the reality of work stoppages more or less
every other day. At least among less understanding top officials this
provokes a sense of helpless rage; but the truth is that no one is happy
if one is shown up. However, this did not prevent the abovementioned
report from making the perfectly reasonable demand of passing on only
the less conflict-laden issues to the grassroots trade union and entrust-
ing the organisation of strikes to the higher level of the union (VGCL
2017: 27). This is somewhat reminiscent of the division of labour be-
tween works councils and trade unions in Germany (except for the fact
that there are no informal networks there). The upshot is that the VGCL
accepts the fact that the networks exist alongside it. For some they are
just a necessary evil. Others in negotiations with the employer side can
try to exploit this state of affairs by making the point that the employer
may be better off heeding their demands because otherwise unrest is
likely to break out on the shopfloor.

6. The Problem of Trade Union Freedom

The existence of a kind of »shared« interest representation did not en-
ter into it when Vietnam signed the »side agreement« to TPP. More pre-
cisely it committed itself to permit the founding of trade unions that did
not have to belong to the VGCL but could form a rival organisation or
operate on their own account. However, it all came to nothing, along
with the TPP as a whole once US President Trump got involved. Nev-
ertheless, the ratification of various ILO conventions is currently under
consideration, including Convention No. 87, which guarantees the free-
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dom to organise trade unions. Here the problem arises of whether its
provisions are in play by virtue of the fact that the network of interest
representatives has been performing its role of militant actor in Viet-
namese labour relations for 20 years without challenge. Does ILO Con-
vention No. 87 restrict freedom to form trade unions to legally estab-
lished organisations? The recognition in principle of so-called wildcat
strikes as a form of trade union action (ILO-Digest recital 545) seems to
suggest otherwise because they are generally held by unofficial groups
in other countries, too. The fact that a state-supported organisation
with monopolistic claims can line up alongside free representation of
interests is illustrated by the chambers of labour in Austria and Luxem-
bourg, to which the ILO has to date raised no objections.

Under these circumstances it would ultimately be at the discretion
of the Vietnamese legislator whether it permits other »official« trade
unions alongside the VGCL. It’s impossible to tell at this point what
the outcome would be if interest representation was allowed to run on
more than one track. Even foreign support for new rival organisations is
conceivable, which presumably would lead to heated internal disputes.

7. The Role of the Party

Article 4 of the 2014 Vietnamese Constitution enshrines the leading role
of the Communist Party of Vietnam. It lays down the direction in which
the country is supposed to develop. For present purposes it is worth
noting that the Party has a deciding vote on appointments to key posi-
tions within the full-time apparatus of the trade unions (Chi 2017: 1056).

Even those who are too far away to be able to follow Vietnamese
developments in detail will not find it too much of a stretch to acknowl-
edge that it is hardly likely that strikes - which have been going on for
25 years on a substantial scale - would be tolerated without the con-
sent of the Party. Otherwise at the very least a number of repressive
measures would have been taken; after all, the legal system provides
for a range of options to that end. Furthermore, Taiwanese investors
made representations to the Vietnamese government with the aim of
getting them to take effective measures against the strikers on pain of
withdrawing their capital (Chan/Siu 2015: 302), but evidently without
discernible success (Chan/Siu 2015: 330). On the contrary, there are re-
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ports that the local authorities tend to support striking workers (Chi
2017: 1059), as evidenced not least by the presence of the police during
the strike. There have also been official declarations. In 2008, for exam-
ple, the then state president Truong Tan Sang stated:

For a long time we were more interested in economic growth than
developing political organizations at enterprises. This is not only the
union’s responsibility. All the political systems have to get involved to
urgently find breakthrough measures so that we ourselves will lead
strikes or we do not strike but resolve disputes through negotiation so
as to prevent other forces from taking advantage of workers.

Lao Dong 2008

This exhibits an extremely nuanced attitude to strikes. On one hand,
according to the state president they indicate a lack of political organ-
isation and thus political failure. On the other hand, they cannot really
be held in check. Rather a more politically conscious handling of these
conflicts would result in »we« - that is, the Party - leading strikes or
that solutions would be found via negotiations. The idea that the Party
would conduct a strike itself is surprising to say the least. It is consist-
ent with something the prime minister said shortly afterwards, to the
effect that if he was a Vietnamese worker he would have gone on strike
much earlier and much more often (Daubler 2015: 103). It is not that the
Party really forms strike committees - although who knows whether
and, if so, how deeply embedded it is in the networks - but it is clear that
at least some of its leading figures have a lot of sympathy for the strikers
and therefore have no intention of taking repressive measures against
them. However, what one might think would be the obvious move of
affording workers the same sort of autonomy as employers is not on the
agenda. It is enough to keep the power of capital in check to establish a
counterbalance in the form of representatives of employees’ interests.
This partial balance is enough to give the government sufficient leeway
as regards macroeconomic policymaking.

Vietnam's industrial relations system is quite distinctive. The prom-
inence of informal networks means that it could not be transposed to
other societies. The response of the political authorities to work stop-
pages leads one to conclude that the system is adaptable. For many this
may be an unusual prospect.
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Trade Unions in Russia -
Between Survival and Subordination

Rudolf Traub-Merz and Elena Gerasimova

1. Introduction

Russia’s economic and social development since the dissolution of the
Soviet Union has been marked by extreme fluctuations. The transition
from a centrally planned economy to a market economy led to the de-
struction of productive forces hitherto unknown outside wartime and
saw Russian GDP collapse by 40 per cent (between 1991 and 1996) and
wages by 68 per cent (between 1991 and 1999). The phase of general
economic and social retrogression was followed by an equally remark-
able economic upswing, which was accompanied by wages increasing
significantly faster than GDP. It was only in 2006-2007, however, that
both economic indicators again reached the base level from which re-
forms had proceeded. Interrupted only by the global finance crisis of
2008-2009 the Russian economy appeared to have set out on a path
of long-term growth and in early 2013, leading figures of the regime
made public statements implying that the Russian economy would for
many years expand above global average grow rates and that the coun-
try would constantly climb up the international economic rankings. At
the end of that very year, however, stagnation set in and ended the
»miracle«. Shortly thereafter, oil prices tumbled, dealing the econo-
my a second blow. Ever since, the Russian economy has meandered
between years of low growth and recession with no return to lasting
growth in sight.!

1 For a more detailed picture of these three phases of economic and social development, see
the chapter by Traub-Merz on »Russian trade unions and wage developments« in this volume.
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The crisis of the 1990s was most clearly expressed in the consumer
and heavy goods industries, whose output halved, on average; in some
manufacturing branches, however, the decline was as much as 80 or 90
per cent. The recovery that set in around 2000 was not owing to a re-
suscitation of manufacturing but an oil price boom, which furnished the
country with a massive inflow of rent income from resource extraction
and exportation. Gifted with »unearned« income from world markets,
much of the new revenue was invested in lifting the consumption level of
the urban middle classes, reconstructing the industrial-military complex
and the expanding state administration. However, little was spent on
modernising the private economy. Fortified with financial power state
policies ended the transition to a market economy and, by taking control
of »strategic« sectors, moved towards a state-led accumulation model.?

Oil revenue in Russia set in motion the same authoritarian tenden-
cies as can be observed in other oil economies. It filled the coffers of
the central state, which brought the »recalcitrant« provincial political
elites into financial dependency and finally ended their »autonomy« by
centralising power.? In Russia this came to be known as »vertical pow-
er«. The rental income furnished the political executive with the means
to marginalise opposition forces and to turn political parties and the
parliament into docile instruments for exerting power.*

When urban protests against electoral manipulation occurred in
2011 and 2012, and shortly thereafter the economy relapsed into stag-
nation the political executive moved power control to a new level. From
the beginning of the third presidency of Vladimir Putin (2012-2018) the
Kremlin began with the expulsion of civil society. Non-governmental
organisations with the temerity to express opposing views were threat-
ened with criminal sanctions or deregistered, while political opponents
saw their civil liberties restricted or their livelihoods destroyed. A wide
societal discourse on a new post-oil development path for Russia ap-
pears unlikely to emerge.

The history of Russia’s trade unions has to be seen in the context
of these economic and political tendencies. Russian trade unions have
2 Foradiscussion, see Traub-Merz (2015) and the various chapters in Traub-Merz (2016).

3  Gubernatorial elections were abolished in 2004. Thereafter, governors were appointed di-
rectly by the Kremlin.

4  With the exception of the communist parties, all political parties represented in the parlia-
ment today can be seen as creations of the Kremlin.
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always been challenged to either organise opposition to the unfolding
of undemocratic political tendencies and to press their own positions
strongly or to adapt to the political status quo and play the role of fel-
low-travellers, even a pillar of the political regime.

This chapter analyses the role the trade unions have played in Russia
since transition set in in the late 1980s. In Sections 2-4, an overview of
union rights is provided, followed by an analysis of how union pluralism
in Russia operates and how collective bargaining is implemented. Sec-
tion 5 takes up the issue of the extent to which trade unions have been
able to break away from the Soviet past by using the strike weapon as a
means of interest representation. From there, the chapter moves to the
core of the analysis (Section 6), namely trade unions in politics, focusing
primarily on the majority union wing Federation of Independent Trade
Unions of Russia (FNPR). The chapter then turns to the role and signif-
icance of alternative unions (Section 7). A summary compares trade
unions in Russia with regard to the extent to which they represent a
departure from the Soviet past and have become a vehicle for workers’
interest representation.

2. Trade Unionism in Russia — Short Overview

Trade unionism in Russia has undergone far-reaching changes since de-
parting from its party-state capture during Soviet times. This process
has been expressed most clearly in the legal sphere. The state has re-
nounced the idea of using unions as a transmission belt to exert control
over workers and society and instead has opened up space for them
to organise their affairs autonomously. No legal instruments or for-
mal mechanisms of political subordination are in place any longer that
might be used to compel unions to act as quasi-state organs and the
extended arm of the regime.

2.1 Autonomy from the State
The autonomy from the state is set out clearly; certain »legal rights«

have been granted to unions to enable them to conduct their affairs.
Freedom of association, including the right to create new trade unions,
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is guaranteed by the Constitution of the Russian Federation.* The Law
on Trade Unions, Their Rights and Guarantees® (hereafter, the Law on
Trade Unions) lays down the norms and regulations on which trade un-
ion independence is based. Most important, the Law on Trade Unions
states that unions in pursuing their activities are independent of the
executive and local authorities, from employers, but equally from other
associations (unions, associations), political parties and other public as-
sociations. Unions are neither accountable to these bodies nor can they
be controlled by them.

The Law on Trade Unions and the Labour Code of the Russian Fed-
eration (Trudovoy Kodeks Rossiyskoy Federatsii, hereafter, the Labour
Code)” are the main laws that regulate the legal grounds for establishing
trade unions and provide the legal foundations for their activities. Rus-
sian legislation on trade unions largely complies with the ILO standards
on freedom of association.

2.2 Organisational Pluralism

In granting unions independence from the state, employers and politi-
cal parties, closed shops are banned and legally nobody can be coerced
to join unions. Equally, the legal framework gives workers the right
of choice and to opt for union membership according to preference.
The principles of trade union pluralism extend to all organisational
stages, including the plant level, at which unions directly compete for
members.

Trade union pluralism in Russia has developed into an organisation-
al divide, which strongly reflects its political history. In terms of their
origins, unions can be grouped into traditional and alternative unions.
Traditional unions existed during Soviet times, owed their status and
structure to the support of the regime and managed to remain intact
during the transition period after 1988. The majority are grouped to-
gether under the FNPR (the Russian acronym for the Federation of In-

5 Art. 30 of the Constitution of the Russian Federation. Adopted on 12 December 1993.

6 Federal Law on Trade Unions, their Rights and Guarantees, 12 October 1996, No. 10-FZ. So-
braniye zakonodatelstva, 15 January 1996, No. 3, para 148.

7 Sobraniye Zakonodatelstva Rossiyskoy Federazii of 7 January 2002, No. 1, Item 3.



Trade Unions in Russia — Between Survival and Subordination 167

dependent Trade Unions of Russia), which is the successor to the Soviet
VTsSPS (All-Union Central Council of Trade Unions).

Alternative unions® owe their existence to the new political and le-
gal environment, some of them emerging already from workers” strug-
gles over wages and working conditions in the final years of the Soviet
Union. Wherever these new unions emerged, they faced the wrath of
traditional unions, with whom they competed for members, resources
and influence. Most of these unions have linked up in the KTR (Con-
federation of Labour of Russia). The political-organisational rivalry be-
tween traditional and alternative unions became the defining feature of
Russian union pluralism from its inception.

2.3 Return of State Interference and llliberal Tendencies

The legal principles of autonomy and self-organisation were put in
place in the early years after the dissolution of the Soviet Union, when
the political mood was largely carried by the will to replicate »Western
norms« and to adjust domestic laws to international democratic stand-
ards. In later years, in particular after 2000, amendments to labour leg-
islation ceased to be inspired by this »liberal« approach of providing
unions with »additional rights« and instead became more restrictive,
either inserting new definitions into laws, adjusting operating clauses
or simple changing the practices of state offices when dealing with un-
ion affairs. Russian trade unions did not hesitate to complain to the
ILO’s Committee on Freedom of Association - particularly in 2003,
2004 and 2010 - and the ILO’s Committee of Experts on the Application
of Conventions and Recommendations has raised issues concerning
freedom of association in Russia in its reports since 2003. The illiberal
tendencies, however, were not reversed.’ Russia has moved from liberal
to authoritarian labour relations.

8 The term »alternative unions« has been selected instead of »independent unions«, because
FNPR’s new name already includes the term »independent«.

9 The main problems to which the trade unions have referred are state interference in the
establishment of trade unions and the conduct of collective bargaining; other complaints in-
clude the narrowing down of the right to organise by opening up space for alternative forms
of representation in cases where trade unions already exist; numerous complaints have also
been raised with regard to the right to strike and the lack of effective protection against
trade union discrimination. For more on this, see: Lyutov and Gerasimova (2015).
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3. Structure of Trade Unions
3.1 Organisational Dualism and Democratic Principles

At the top of the traditional unions is the FNPR. It was established in
May 1990 as successor to the Soviet VTsSPS, and by default inherited
the socialist trade union’s culture, its organisational fabric, a vast mem-
bership and a huge amount of assets, mostly sanatoria, holiday resorts
and hotels.

The FNPR is structured in terms of organisational dualism.'”” Unions
are either based in industries and link plant unions to branch structures
or have a territorial outlay, follow the state administration and run from
municipal (city and district) and regional level."" Branches and regions
are united at the federal level in the all-Russian central organisation
(figure 1).

Overall, FNPR has 122 affiliated trade unions, of which 42 are
sectoral or branch unions, and 80 regional organisations (figures for
2013).">13 With this broad-based membership, FNPR covers the majority
of economic sectors, as well as most of the 83 regions. FNPR is particu-
larly well presented in large companies and in the public sector.

At the top of the alternative unions is KTR (Confederation of Labour
of Russia), the second largest trade union federation, claiming some 2
million members." Created in 1995, it unites the bulk of the »new« trade
unions, growing from the workers” activism of 1988-1993 (Ashwin and
Clarke 2002). KTR was soon confronted with an organisational split,
which led to the establishment of the All-Russian Confederation of La-
bour (VKT) in the same year. For more than a decade, KTR and VKT
existed in parallel, before in 2011 the split was overcome, and the united
Confederation of Labour of Russia (KTR) was re-established. KTR in-

10 The organisational dualism is inherited from Soviet times when the sector or branch principle
followed the division of the economy into ministries, while the territorial outlay of unions
copied the party-state structure, which allowed unions to be controlled at all levels.

11 Article 6 of the FNPR Charter. Available at <http://www.fnpr.ru/n/250/10720.html>.

12 Official website of FNPR. Information on FNPR data posted on 5 March 2013. Available at:
<http://www.fnpr.ru/n/252/4890.html>.

13 Five all-Russian trade unions do not hold membership but cooperate with FNPR on the basis
of agreements.

14 Official website of KTR. Available at: <http://www.ktr.su/about/org/>.
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Figure 1: Organisational Structure of FNPR
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cludes more than 20 member organisations, covering transportation,
manufacturing, mining, construction, food sector, the service sector,
small and medium business, culture, education and health care.”

15 Member unions of KTR include Russian Trade Union of Seafarers, Russian Trade Union of
Dockers, the Russian Trade Union of Maritime Transport Workers, Interregional Trade Un-
ion of Pilots, Federal Trade Union of Air Traffic Controllers (FPAD) of Russia, Interregional
Trade Union of Railway Workers, Trade Union of Metropolitan Moscow and Union of Flight
Personnel of Sheremetyevo Airport. In the manufacturing sector, KTR members include the
Interregional Trade Union »Workers Associationg, Interregional union »New Trade Unions«
(»Novoprof«), Interregional Association of the Trade Union »Protection of Labour« and oth-
ers. Affiliates in the public sector include Interregional Trade Union of Education Workers
»Teacherg, Interregional Trade Union »University Solidarity« and Trade Union of Health
Workers »Action«.
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The organisational outlay of the alternative camp differs in two regards.
KTR has no territorial structures and in particular, no regional unions.
Union business at the regional level thus becomes a monopoly affair of
FNPR structures. Furthermore, KTR is based on membership of plant
unions and skips the branch principle. This can be ascribed to the fact
that the total number of affiliates is rather small and KTR feels compe-
tent to handle plant union affairs directly.

While there are significant differences in terms of history, the gov-
ernance procedures of the two camps are similar. »Formal democratic
principles« are applied by all unions and work in the same manner,
be it KTR or FNPR. Congresses are held at fixed intervals (KTR four
years: FNPR at least every five years) and have the competence to se-
lect the president and members of the council and executive commit-
tees. They decide on the duties of the statutory organs and the pro-
grammes they are supposed to follow." The two camps do not even
differ in terms of finances for solidarity action: both KTR and FNPR
invest part of their revenues in a fund that provides solidarity support
to members during strikes and in cases of unfair dismissal.” Both un-
ion camps have their trade union activities written into statutes and
usually follow due process.

3.2 Decentralisation and Revenue Sharing

During the Soviet era, the relationship between different union layers
was based on forced affiliation, subordination and strict discipline.
Even though leaders were elected from the bottom up, election prepa-
ration committees supervised by the Communist Party controlled can-
didacies and ensured that - generally speaking - only loyal people were
able to get through. None of this applies any more. Affiliates are now
free to recall their membership from a central body, subordination is
substituted with discussions and decisions are jointly taken by vote
during congresses.

16 For KTR, seeits charter. Available at the KTR official website at: <http://ktr.su/about/doc/doc2.
php>. For FNPR, see its Charter at the FNPR official website: <http://www.fnpr.ru/n/250/10720.
html>.

17 Democracy. Organizing. Civil rights. Programme declaration of KTR. Available at: <http://ktr.
su/about/doc/doc1.php>.
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KTR affiliates have followed democratic principles from their very
beginning, but FNPR unions were shaken when transition set in. Pre-
viously embedded in a rigid top-down regime, the arrival of pluralism
served the lower strata on a silver platter the opportunity to empower
themselves at the expense of higher-level unions. This gave way to a
downward shift of power and the decentralisation of unionism.

The shifting down of power and the autonomy affiliates were granted
to rewrite their statutes and to influence decision-making in congresses
received its greatest expression in the sharing of revenue between the
various layers. At the end of the 1980s and early 1990s the vast majority
of unions adopted policies to keep 65 per cent to 80 per cent of fees'
collected at local level. Some 20-35 per cent was transferred bottom-up,
of which 1-2 per cent are listed in territorial or regional associations of
unions and 3-6 per cent reached the union federation at the top." %

Time and again, FNPR asked its affiliates to reform the flow of reve-
nue between the layers. In 2011 the VII"" FNPR Congress adopted a Reso-
lution on financial discipline,? which called on all unions to transfer not
less than 50 per cent of collected dues to higher unions and to fulfil their
financial obligations. In recent years the FNPR leadership has intensi-
fied the discussion to reform the relations between the union layers, to
return elements of centralised governance and to build a uniform char-
ter for regional and branch unions and uniform rules to be used in the
conduct of elections. The key issue of increasing the share of dues for
the top structure was turned down by delegates at the 2013 congress.?

18 See, for example, trade union dues. Part 3. Website of FNPR newspaper Solidarnost. Available
at: <http://www.solidarnost.org/articles/articles_2295.htmil>.

19 Trade union dues. Part 3. Website of FNPR newspaper Solidarnost. Available at: <http://www.
solidarnost.org/articles/articles_2295.html>.

20 Trade unions do not fall under regulations set up for non-government organisations and they
are not forced to provide access to their financial affairs. As neither FNPR nor KTR (voluntari-
ly) publish annual budget-expenditure accounts, much of union funding remains a secret; it is
usually difficult to ascertain the accuracy of figures leaked to the public. According to a report
in the daily RBK (29.4.2016), total revenue for all FNPR unions from members’ feesin 2015 was
some 68 billion roubles, of which the central body in Moscow received a paltry 140 million, an
insignificant 0.2 per cent of the total, and substantially less than its entitlement.

21 Available at FNPR website among documents of the VII FNPR Congress at: <http://www.fnpr.
ru/n/2/15/289/6204.html>.

22 On this debate, see: http://www.fnpr.ru/n/2/15/302/8729.html. See also: Resolution of VIII Ex-
traordinary FNPR Congress from 29 October 2013, »On Amendments to the Charter of Federation
of Independent Trade Unions of Russia«. Available at: <http://www.fnpr.ru/n/2/15/302/8644.
html>.
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3.3 The Real Estate Factor

The ownership of real estate allocated to VTsSPS during the Soviet pe-
riod has been a bone of contention from the beginning. Alternative un-
ions maintained that the properties were never built from trade unions’
dues but from social security and state resources and therefore either
belong to the state or should be shared by all unions on equal terms.
Exclusive ownership of the enormous property holdings* provided
FNPR with resources that gave its affiliates a competitive edge over the
alternative camp. Dividends from holdings could be used to finance of-
fices, staff and operations. Large quantities of property were sold in the
1990s, when high unemployment and low wage levels threatened the rev-
enue base of all unions. Above all, the control of access to thousands of
holiday facilities provided an opportunity to give hundreds of thousands
of affiliate members preferential vouchers, thereby giving them a strong
reason to remain a member and not go over to the alternative camp.?*
The property ownership of trade union holdings is complex and in-
transparent. The majority of assets after 1992 were not transferred to
the central body but, on a territorial basis, handed over to the respective
regional unions. Neither the central body nor its regional structures are
directly involved in asset administration, but have established dozens
of enterprises for the purpose. Krajsowprof alone, the regional FNPR
structure for the district of Krasnodar, appears to have registered 74
subsidiaries over time to manage its business activities (RBK 2016).
The financial benefits that flow from union assets have been delib-
erately shrouded in mist. As no law demands financial transparency,
the administration of union holdings has become the object of wide
speculation about illegal transactions, personal enrichment and tor-
tious political interference. FNPR has never sought to scotch rumours
of financial wrongdoings by allowing independent accounting firms
to audit its books and has never been able to put an end to assertions

23 FNPR took ownership of union property located on the territory of Russia, »including 690
tourist bases, 813 sanatoria, 277 administrative and social buildings, 657 sporting and phys-
ical cultural facilities, 113 training and education establishments, 20 construction organisa-
tions and 79 buildings in the course of construction« (Ashwin and Clarke 2002: 90).

24 |. Fedyushina, What is trade union property and how it works. Website of FNPR newspaper
Solidarnost. Available at: <http://www.solidarnost.org/thems/20years-of-FNPR/20years-of-FN-
PR_7395.html>.
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that its revenues from real estate dividends far exceed its income from
members’ fees, a point that can be used to argue that FNPR should be
considered a estate agency at least as much as a trade union.

Not publishing figures on the profitability of its subsidiaries and not
informing the public about the extent to which the regional and central
structures finance themselves from dividends make FNPR vulnerable
to criticism about its unclear agenda® and the extent to which a »busi-
ness organisation« can represent workers’ interests.

3.4 Membership

FNPR unions have experienced a dramatic loss of union members over
the past 25 years. Having at one time encompassed nearly the whole
labour force of 60 million (1993) the figure is currently down to some 20
million. Around two-thirds of employees have withdrawn from FNPR
unions, an average annual decline of nearly 2 million. The decline was
strongest in the years 1992-1999, when 3 million members left each year,
and continued thereafter, dwindling by 1 million every year between
2002 and 2015 (figure 2).2¢

Withdrawal from FNPR did not swell the ranks of the alternative
unions, however. The alternative unions witnessed an organisational
boom in the early years, reaching some 2-3 million members but there-
after faced stagnation and today struggle to keep their membership at
the earlier level. Even though FNPR is confronted with dramatic losses,
it has kept its organisational lead against its union rivals.

The dramatic decline in membership can easily be explained in
terms of political, legal, social and economic reforms. Membership was
kept artificially high during Soviet times, even though forced member-
ship did not exist de jure. But providing unions with the role of admin-
istering social welfare, including allocation of houses, and giving them
veto power in individual labour disputes implied much personal and
material harm to anyone who dared to opt out. The restructuring of

25 A. Shershukov, Remembering the future. The problem-oriented analysis of the quarter-cen-
tury of FNPR. Website of FNPR newspaper Solidarnost. Available at: <http://www.solidarnost.
org/articles/Vospominanie_o_buduschem.html>.

26 See, for example, the report of the President of FNPR Shmakov during the VIII Congress of
FNPR in 2013: Available at: <http://www.fnpr.ru/n/2/15/302/8729.html>.
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the social security system and the political and economic reforms that
abolished the unions’ role as transmission belt for the ruling party, giv-
ing way to the emergence of a private sector economy, put an end to the
»political bondage« of unions and employees. Under the new dispensa-
tion employees had a free choice in rejecting membership while unions,
at least in the private economy, were suddenly confronted with employ-
ers and management who saw less or no need to maintain a cooperative
relationship with them and in many cases acted to destroy them.”

No detailed sectoral or branch breakdown of union membership is
publicly available, but an educated guess provides some insight into
union density. It is certainly true that the privatisation of large state
companies and the emergence of small-scale private companies - in-
cluding the substantial growth of an informal sector - pulled the rug
from under the unions and many parts of the private sector today are
union-free. Public administration and state companies, which escaped
privatisation for whatever reason, were less likely to engage in an an-
ti-union struggle and in areas with strong state influence, survival of
unions mostly did not pose problems or was a simple continuation of
practices from the past. Employment trends in the state and private
sectors thus may be seen as a plausible hint concerning the presence
and strength of unions.

Employment by the public administration or fully owned state cor-
porations went down from 62.2 million (82.6 per cent of total employ-
ment) in 1990 to 19 million (27.7 per cent) in 2015. At the same time, em-
ployment by private Russian enterprises shot up from 9.4 million (12.4
per cent) to 42.5 million (62 per cent). There are some 3.5 million em-
ployees (5.1 per cent) working for enterprises with mixed ownership, in-
cluding some state investments, while another 3.3 million (4.7 per cent)
were employed by foreign companies or joint ventures, which linked
foreign investors with the Russian state or private Russians (figure 2).
It may be safe to conclude from these figures that in 2015 employment
in the public sector and in enterprises over which the state exercised
full or part control lay anywhere between 20 and 25 million. This cor-
responds to joint union membership for FNPR of »above 20 million«
(statement on FNPR website) and 1.5-2 million for KTR.

27 For a discussion of the reasons for FNPR’s membership decline, see »From the VII to the IX
Congress of FNPR (2011-2015)«. Available at <http://www.fnpr.ru/pic/verstka_1.pdf>.
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Figure 2: Employment by Type of Ownership and FNPR Membership, 1990-2015
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While average union density is around 32 per cent we may cautiously
conclude that in state companies and public administration, union den-
sity is 80 per cent or higher, while in the private sector, it is 20 per cent
or lower.

4. Collective Bargaining
4.1 Collective Bargaining: Scope and Coverage

Collective bargaining, in principle, takes place at plant, sectoral, re-
gional, inter-regional or national level.?® There is a large number of
agreements but data on coverage or the content of collective bargain-
ing are scarce or non-existent. The Ministry of Labour or the Federal
Office of Statistics do not publish figures and FNPR engaged in a sim-

28 There are two terms in Russian for collective agreement: »collectivniy dogovor« (collective
contract) for agreements at local level, and »soglasheniye« (agreement) for other collective
agreements, signed at higher levels.
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Table 1: Collective Agreements concluded by FNPR Unions (as of 2015)

Organisational Level

Number of Agreements

National level 6
Federal Sector/Branches 63
Regions 80
Regional Sector/Branches 1.367
Plant Level 135.913

Source: Resolution of FNPR Executive Committee of 18.05.2016, available at: <http://www.fnpr.
ru/n/2/15/187/12686.html>.

ilar informational blackout on collective bargaining for more than two
decades, only recently starting to provide some simple data analyses
on what is happening at plant level.

FNPR statistics count the number of agreements but do not disclose
how many employees are covered. This appears to be a political deci-
sion, as such figures should be easily available from their affiliates. In
not collecting or publishing such figures, FNPR is taking a policy stance
to intentionally keep the public in the dark on the scope of coverage.

The ILO has calculated employee coverage, which may be more an
educated guess than an authoritative figure, amounting to around 22
per cent (ILO 2013: 2).

4.2 Collective Bargaining: Structure and Meaning

The content and form of collective bargaining differ depending on the
level. To date, no national employer’s body has been established that
is duly mandated to conclude binding collective agreements on behalf
of its membership. The same holds for the regional and inter-regional
level. Bargaining at territorial levels thus often takes place in a »bilat-
eral set-up« of union representatives and public authorities, lacking the
presence of duly mandated employer representatives. Universal cover-
age usually poses no challenge. Much of what is contained in »negoti-
ated« agreements does not bind either party to strict implementation.
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There are hardly any consequences to be feared if one side decides to
ignore them. To some extent one may say that the emptiness of its con-
tent is the base for its wide coverage. Such bargaining is in most cases
meaningless, except with regard to the adjustment of minimum wages
(see below).

Sectoral bargaining hardly differs. In about half of all branches, no
employers’ association has been set up or duly mandated. Where bar-
gaining agreements are concluded nevertheless, agreements are full
of clauses of a general nature and have a merely declarative character.
Implementation of clauses with material implications is made depend-
ent on the availability of financial resources. Only a few sectoral agree-
ments have any provisions on wages. Just three sectoral agreements in
2015 made statements on the correlation between the fixed and the vari-
able parts (bonus payments) of salaries,* none makes any conclusion on
wage indexation and none has any provisions on wage differentiation.

The plant level may be seen as the real location for collective bar-
gaining. Here, union pluralism is confronted with Art. 37 and Art. 43
of the Labour Code, which determine that there shall be a single col-
lective agreement for any plant and that such agreements shall cover
all employees, irrespective of trade union membership. To link union
pluralism to a unified bargaining unit and to apply it to all employees
irrespective of trade union membership, in 2001 the Labour Code laid
down a procedure which has been challenged by smaller unions - most-
ly from the alternative unions camp - as it provides larger unions -
mostly FNPR affiliates - with an inbuilt power to exclude rival unions
from participating in bargaining. At the plant level trade unions have
the right to engage in collective bargaining if they together have at least
50 per cent of all employees as members. If membership is below this
threshold bargaining rights go to the employees, which can be articu-
lated at an assembly of (all) employees. This assembly may mandate one
of the competing unions or select a group or individual to exercise the
right of collective bargaining.

The real challenge arises when union membership is above 50 per
cent but spread between different unions. In this event, the law foresees

29 This refers to coal mining, the chemical industry and agriculture, for which the fixed parts of
the wage are set at 70 per cent, 65 per cent and 70 per cent, respectively. See: Resolution of
FNPR Executive Committee of 18.5.2016 No. 4-5; http://www.fnpr.ru/n/2/15/187/12686.html.
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a joint bargaining body in which all the unions meet and, according to
their relative strength, have to agree on a joint position. If no agreement
is reached, however, the position of the largest unions automatically
holds and the largest union receives the single mandate for bargaining.

This procedure provides the power base for »majority unionism«
and has the potential for discriminating against newly established
structures, thereby cementing the status quo and marginalising »mi-
nority« unions. The FNPR leadership insisted on this »majority clause«
before agreeing to the reform of the Labour Code in 2001, which took
a number of rights from workers. FNPR unions, with their inherited
membership usually at an advantage in a plant, thereafter were quite
willing to use this clause, not to come to a joint bargaining position but
to exclude union rivals from participating in bargaining.

No data are available on the content of collective agreements and
it is not possible to establish the relevance of collective bargaining for
wage fixing. The fact that neither the Ministry of Labour nor the Fed-
eral Office of Statistics or even the unions provide any insight into the
contents of agreements leaves the public guessing about what happens
at union-employer meetings.

4.3 Minimum Wage - Role of Unions in Setting Levels

While good reasons exist to doubt the relevance of collective bargaining
in wage fixing,** minimum wage adjustment provides an alternative ave-
nue for trade unions to influence wage levels. This is the case especially
in the public sector, where in many places there is a rigid wage scale, with
remuneration defined as a multiple of the bottom. Lifting the bottom level
with minimum wage adjustment could help to raise up other levels.
Minimum wage fixing by the government has been in existence since
1993. The Labour Code stipulates that there shall be a uniform minimum
wage which covers all employees and that the level shall be fixed by
federal law, taking into consideration that the minimum wage cannot be
lower than the subsistence minimum, which is determined quarterly in
reference to a defined consumer basket and some additional expenses.*!

30 See Traub-Merz in this volume.

31 Article 133 of the Labour Code.
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Table 2: Minimum Wages in the Regions, 2015

Above Subsistence Below Subsistence
Minimum in the Region Minimum in the Region
Public Sector 7 27
Private Sector 17 46

Source: FNPR information on the minimum wage in regions of the Russian Federation as of 1 April
2016. Available at: <http://www.fnpr.ru/pic/452.doc>.

In 2007 the regions were granted the right to top-up the national
minimum with an additional regional minimum wage.?> The regional
minimum is not to be fixed by the regional legislature, but negotiated
by the regional social partners, including the regional FNPR. As a rule,
the regional minimum wage covers all employees in a particular region,
with the exception of public employees paid from the federal budget
(these employees are covered by the national minimum wage). However,
regional social partners are free to set special minimum wage regu-
lations for employees in a particular sector or district or to exclude a
category of employees from coverage.

Looking at how the national minimum wage has fared over time in
comparison with the national subsistence minimum, a devastating pic-
ture emerges. The minimum wage did not reach the subsistence level
even once, sometimes being set four or five times below what is also
called the poverty line (Gerasimova and Bolsheva 2015; Lukiyanova
and Vishnevskaya 2015). The government ignored what was legally laid
down as an anchor, asserting that fixing the minimum wage not lower
than the subsistence level is merely a long-term goal.

The introduction of a regional add-on to the national minimum had
some positive effects. The number of regions that approved an addition-
al wage component increased over time and in 2013 reached 51 out of 83
regions. But even the combined minimum wage remains below the sub-
sistence level in a majority of regions (see table 2). Considering further
that many regions exclude whole sectors and other categories of employ-
ees from its benefits, the coverage further declines and the overall effect
of regional minimum setting remains modest. In most cases the com-

32 Article 133.1 of the Labour Code.
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bined minimum wages remain far below the subsistence or poverty line
and cannot act as a solid anchor for wages. No matter how much trade
unions participate in regional minimum wage setting, their impact on
wage fixing is marginal (for more on this see Traub-Merz in this volume).

5. Unions in Labour Conflicts

Conflict articulation should be seen as the real point of departure from
unionism under the Soviet regime. Then, labour interests were assumed
to be congruent with the interests of the socialist party state and no
legal or institutional provisions were deemed necessary to provide reg-
ulations for collective labour disputes. Conflicts were thought to ex-
ist only at the level of individual employment relations and here, union
representatives were indeed given a strong role to play. Any (individu-
al) labour conflict first had to pass through a local body, where union
representatives de facto exerted a veto power and no employee could
be dismissed without their approval. Even though there was a right of
appeal before a court judges assumed the »ruling of the union« to be
superior and rarely overturned their decision.

5.1 Individual Labour Conflicts

Regulations on individual labour disputes have undergone several re-
forms since 1992. The unions have lost their veto right in cases of dismiss-
als,** but have managed to retain a role as a player in disputes.** In cases of
employment contract disputes, unions can initiate the creation of a pari-
ty-based Committee on Labour Dispute Resolution.* The decision of the
Committee shall be binding on both sides but it can be appealed before a
court.’® Importantly, taking the committee route is no longer mandatory

33 Exceptin some cases of dismissal of elected trade union representatives.

34 See: Lyutov and Gerasimova (2015), 195-197; Gerasimova and Bolsheva (2015), 329-334.

35 Article 384 of the Labour Code. The Commissions can investigate the majority of individual
labour disputes, except disputes on unfair dismissals, illegal transfers to a different job, cases
involving employees’ personal data, cases on discrimination and employers’ illegal refusals
to employ applicants.

36 Articles 389, 390 of the Labour Code.
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and employees are entitled to apply directly to a court. The opening up
of an alternative channel for dispute resolution has greatly weakened
the role of unions in (individual) labour disputes. Even though we have
no proper statistics, there is evidence that a large majority of employees
take their complaints directly to a court. The number of dispute com-
mittees in enterprises has decreased significantly and today only a few
still exist.*”

Unions have reacted to this sidestepping of the committees and are
trying to reclaim some role in dispute resolution by acting as a »pro-
cedural plaintiff« in the interests of the employee. They are entitled to
submit a suit to the court and act as the employee’s solicitor. Howev-
er, they no longer have »monopoly representation« rights and have to
»compete in the open market« with private attorneys.

5.2 Collective Labour Conflicts

Dealing with collective labour disputes and positioning themselves in
relation to the right to strike and the practice of striking has been a
major challenge for both unions and the state.

During the Soviet regime, strikes remained isolated cases mostly
due to the ruthlessness with which they were suppressed. This changed
in the second half of the 1980s, when glasnost relaxed political control
and perestroika led to economic liberalisation though enterprise and
labour law reform. When the hard core of social relations in the So-
viet Union was challenged, in particular with the reforms contesting
both the guarantee of employment and social welfare, massive collec-
tive action broke out. The strike wave of the mine workers, which in
1989 crossed Soviet territory from Kuzbass to Donbass, was triggered
by bread-and-butter issues and interest representation, but contributed
to the fall of Gorbachev.

Where did Soviet trade unions stand in these labour conflicts?
Equipped with the ideology of defending workers’ interests from above
they always followed the party line. Not a single case has been report-
ed of trade unions engaging in collective action. When spontaneous

37 Where they exist it is usually due to trade union insistence. And in these cases employees
quite often use them to lodge complaints.
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strikes occurred, local unionists may have sympathised with workers
and sometimes went over (Rossman 1997; 2005), but union leaders nev-
er did so, knowing that this would be their downfall. The best thing
they could do was to pacify striking workers with promises to take up
grievances in higher places, or just ignore such events and leave it to the
police or the military to end them.

The time for union action certainly came with glasnost and pere-
stroika, when repression of »antiparty behaviour« was scaled down. But
the VTsSPS (All-Union Central Council of Trade) leadership and their
regional and local structures spoke out against striking miners, who
then moved forward to establish autonomous unions outside the official
structure. The VTsSPS’s apparatus had grown too big and felt threat-
ened in an uncertain new political environment where unions had to
struggle against state policies. The strikes did not reform the union ma-
chinery bottom-up but rolled out a platform on which new unionism
could emerge.

Workers” activism and strike action were the fault line along which
the labour movement split during the transition period. The alternate
unions played the role of a »solidarity organisation for conflicts« from
the beginning as many of them owed their genesis to the establishment
of strike committees. FNPR unions, on the other hand, were confronted
with worker activism not due to its own mobilising strategies but to the
actions of other unions.

The 1990s did indeed see quite a number of disputes leading to strike
action. During the first decade of the Russian Federation the number of
strikes ran from a few thousand to more than 17,000 in one year (Gerasi-
mova 2014; Traub-Merz in this volume). This is hardly surprising as the
purchasing power of wages was cut by half between 1992 and 1999. The
fact that only some 1-2 per cent of the workforce participated in these
stay-aways gives reason to ask whether these protests reflected a high
level of resistance, mounted by labour and led by trade unions - or wheth-
er the level of activism shows more the dominance of workers” quiescence
and a fatalistic submissiveness in the new socio-economic environment.*
Looking at official statistics, the period after 2000 differs markedly. With
the exception of 2004-2005 work stoppages dropped substantially, going

38 Thereisawide debate in the literature on how to assess labour protests in Russia. See, for example,
Ashwin and Clarke 2003; Ashwin 1999; Robertson 2011; Mandel 2001; Mandel 2004; Crowley 1997.
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down to single digits. According to official records, Russia has become a
»strike-free country« in recent years.*

Several reasons explain the »cut« in collective labour disputes af-
ter 2000. That year marks the beginning of the oil price boom, which
year-by-year improved the flow of export revenues to the state budget
and provided the basis for economic growth. Real wages went up, the
employment situation improved and the reasons for taking strike action
may have lost some urgency.*°

The year 2001 marks another turnaround in that the new Labour
Code included a repressive strike law. Since then, procedures imposed
on the initiation, declaration and conduct of strikes have become in-
creasingly complicated, to the extent that they hardly can be legally
applied anymore (Gerasimova 2014). Unions have been stripped of the
right to declare a strike, which has been given to the assembly of all
employees in an enterprise. Stringent requirements have been set for
a quorum of all employees (not of union members) to provide a union
with a mandate for bargaining. Another employee assembly is required
later to declare an end to negotiations with the employer and call for a
strike (with the support of two-thirds of the delegates). A series of other
challenging steps also must be overcome.*"+?

With formal dispute resolution blocked in every practical sense and
becoming inaccessible, collective dispute resolution in Russia is increas-
ingly »going underground, thereby leaving those trade unions behind
whose officials could easily be harassed by officials or even threat-
ened with criminal sanctions. The Centre for Social and Labour Rights
(CSLR) has monitored labour protests for a number of years. Its reports
confirm that the real number of collective disputes is much higher than
what is officially recorded and that most labour conflicts happen out-

39 ROSSTAT recorded only single digit number of strikes for all years from 2006 to the present.
Federal Service of State Statistics (ROSSTAT), Rossiyskiy statistical anual, 2014, available at:
<http://www.gks.ru/bgd/regl/b14_13/Main.htm>; Socio-economic situation in Russia. 2015, p.
230. available at: <http://www.gks.ru/free_doc/doc_2015/social/osn-12-2015.pdf>, accessed 28
February 2016.

40 Thisargumentisrather weak as strikes more often than not have procyclical features and rise
during an economic upswing (see discussion below).

41 See, for example, Gerasimova (2012a; 2012b; 2014); Lyutov (2014).

42 Furthermore, the right to strike is prohibited for many categories of workers that should
not be subject to such restrictions under international labour standards. Some categories of
workers who earlier enjoyed the right to strike (railway workers, air traffic controllers) are
now deprived of it and have to seek informal means to defend their interests.
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side the official procedure. From the unions’ point of view, the picture
is bleak: about half of all labour protests occur spontaneously and arise
from grassroots labour activism. Local trade unions participate in only
about 43 per cent of protests, but mostly in disguise to avoid prosecu-
tion for their leaders (CLSR 2016). Russia confirms the tendencies in
other countries: applying rigid controls drives dispute resolution into
informality. It does not excise grassroots labour activism but weakens
the role of established trade unions.

6. Trade Unions in Politics -
Between Survival and Subordination

Judging from the locus of employment and the fact that a majority of
workplaces nowadays can be found in the private sector one may con-
clude that the role of the state in industrial relations is dwindling and
Russia is on the way to some sort of market-based labour relations. In
other words, that the state is arranging for an unlevel playing field which
puts unions at a disadvantage but otherwise leaves it to employee-em-
ployer relations to settle employment affairs. Such a view is false, in two
respects. Firstly, when Putin moved into the Kremlin, the liberal eco-
nomic tendencies of the 1990s were soon suppressed and many econom-
ic sectors become state-led again. In areas defined as strategic, such as
oil and gas extraction and exporting, some other minerals, banking and
the industrial-military complex, which has been largely rebuilt over the
past 15 years, the state has resumed a commanding role. Employment
directly under state control (public administration and state companies)
may not make up the majority of workplaces overall, but if workers in
mostly small private enterprises are excluded, it does. And the state’s in-
fluence reaches beyond that. The top management of a number of large
private companies maintain intensive shadow relations with the politi-
cal leadership and may call for state protection if labour disputes occur
inside their enterprises. Clearly, FNPR unions operate within an indus-
trial relations framework that is largely state-dominated.

Secondly, trade unions form by far the largest component of an or-
ganised civil society, and represent the only segment apart from the
conservative Orthodox Church, which count their members in the high
millions. While they may be weak in collective bargaining, their organi-
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sational capacity and their means of communication could nevertheless
make them the rallying points of protest articulation and resistance to
the ruling regime. Subjecting the workers to subordination through
unions has been a dominant feature of Soviet rule, clearly indicating
the constant fears of mass protests challenging the regime’s continuity.
Neutralising trade unions, holding them under close supervision and in-
cluding them as allied forces is a power strategy of all illiberal regimes.
Destabilising them organisationally or threatening them with destruc-
tion is part of this game, if unions dare to step out of the regime’s em-
brace and become the platform for regime opposition. No conflicts of
any sort challenge the survival of a regime as long as they remain in lo-
cal isolation and do not spread like bushfire through the country. When
local grievances are linked into a wider framework and then lifted onto
a national platform a regime may come under challenge.

Much of the relationship between trade unions and the Yeltsin and
Putin government can be analysed through this kind of lens. FNPR has
to date hardly ever provided support for affiliates to engage in a conflict
and to mobilise for solidarity action against »unwilling employers«. Re-
gardless of the devastating social situation that existed particularly in
the 1990s, and no matter how few concessions it received for its cooper-
ation, FNPR always raised the banner for social dialogue with the ruling
power and in general subscribed to an understanding that the central
union body’s duty is to concentrate on lobbying the political executive
and the legislature or, going one step further, to enter into a political
alliance with the ruling party. Organising mass protests and altering
Russia’s course of development never came on its agenda.

6.1 FNPR during Transition — In Search of a Modus Vivendi

During the early years of transition »survival« was at the top of FNPR’s
agenda. In the early 1990s, forecasts predicted a continuing decline if
not collapse of traditional unions and strong growth for alternative as-
sociations. Such negative forecasts drew on the fate of another huge So-
viet membership organisation, the Komsomol (All-Union Lenin Commu-
nist Union of Youth). Without any fight for survival, the Komsomol Youth
Movement disappeared overnight when the Soviet Union collapsed and
nothing remained of the once proud 40 million-member organisation.
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Against all odds, FNPR remained alive and its survival strategies are
a strong feature of Russia’s transition and post-transition history.

Transition confronted FNPR with several contradictions: engaging
on the side of members in defending employment and wage interests
was likely to lead to conflict with public authorities, who were push-
ing for social and economic reforms. Its bureaucracy had never learned
how to engage in collective disputes, and siding with workers against
the state would have brought strike leaders and popular grassroots rep-
resentatives to positions of prominence and to challenge the old guard.
But not reforming its role and avoiding all conflict with public author-
ities was again a bad choice. It carried the danger of an exodus of rank
and file members, making the union a hollow organisation living on
generosity from the state which it had to please.

It is wrong to assume that at the beginning FNPR had a clearly
laid-out strategy for survival. Much of what it did was a spontaneous
response to a changing environment and initiatives by others and it
rather played a reactive game than become an agent of reform itself.
Its relation to the state was of central importance in determining its
chances of survival. Gorbachev’s reforms had forced FNPR to set up
its own legal structure in March 1990, thereby separating it from the
VTsSPS and at the same time, cutting its links to the Communist Par-
ty. The coup against Gorbachev (August 1991) saw FNPR standing on
the sidelines declaring support for neither the beleaguered government
nor the plotters. This inertia proved advantageous. Boris Yeltsin, who
emerged from the failed coup as the new president of Russia, did not
consider a ban on FNPR (whereas he did for the Communist Party), but
instead set up the Russian tripartite commission for the regulation of
social and labour relations in 1992,* giving FNPR nine out of 14 labour
seats. In recognising it as the primary social partner and elevating its
status against other unions Yeltsin opted against the organisational
vacuum which might have arisen from a break-up and allowed FNPR
to retain many powers and functions. This included control over the
disbursement of social insurance funds, the right to veto dismissals and
automatic deductions from employee wages.

43 Decree of the President of Russia of 24 January 1992 No. 45 on the creation of the Russian
Tripartite Commission on the Regulation of Social and Labour Relations [Ukaz Prezidenta RF
»0 sozdanii Rossijskoj trehstoronnej komissii po regulirovaniju social’no-trudovyh otnosh-
enij«].
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Cooperative relations with the Yeltsin government were short-lived,
however. Economic and social reforms generated shock waves among
the labour force and with an inflation rate above 2000 per cent in 1992,
wages plummeted. FNPR on several occasions called for an end to
price liberalisation and market reforms and joined opposition forces in
demonstrating against Yeltsin. During this period there were signs of a
revival of state-union relations during the latest years of Gorbachev’s
rule but with the poles reversed. FNPR (occasionally) protested against
state policies, while (some of the) alternative unions now allied with the
government, and instead of calling for an end to the reforms demanded
that they be deepened (see below).

The 1993 assault on the Moscow »White House« - the parliament
building - by government troops, termed a coup by the executive, be-
came a watershed for the political future of Russia. It also had a strong
bearing on the future of FNPR. When FNPR, under the leadership of
Igor Klochkov, called for the defence of the White House, Yeltsin react-
ed immediately. The same day as the union issued a resolution against
his policies, he passed a presidential decree stripping it of its right to
control and dispense social insurance funds and other benefits. With
the stroke of a pen, the union lost 100,000 functionaries, who overnight
became state employees of the Ministry of Social Welfare (see Ash-
win and Clarke 2002: Ashwin 2011). Following his victory in the White
House showdown, Yeltsin went a step further. He prepared a legal draft
that threatened to nationalise FNPR’s Soviet assets and to end manda-
tory transfer of union dues, both of which were likely to pitch unions
into further financial misery, perhaps even lead to their collapse. Under
immense pressure, FNPR hurried to call for a union congress, removed
Klochkov from the leadership and replaced him on 11 October 1993 by
Mikhail Shmakov, who has remained in the post since then. President
Yeltsin appears to have accepted the change in the union leadership as
a willingness on the part of FNPR to enter into a more friendly relation-
ship with his government and never introduced the bill.

6.2 Coping with Mass Discontent — The Protests of 1996-1998

The relationship between President Yeltsin and FNPR went through
different phases in later years. In the years 1996-1998, unpaid wages
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reached unprecedented levels and in 1998 Russia was further hard hit
by the global financial crisis. Mass protests sprang up, culminating in
demonstrations in which (according to FNPR claims) 15 million peo-
ple took part on 5 November 1996, 20 million on 27 March 1997 and
25 million on 7 October 1998 (Ashwin and Clarke 2002: 51-52). FNPR
appeared to be at odds with Yeltsin again, calling for his resignation
in an open letter. However, support from within the unions was hardly
forthcoming, as regional trade unions had their own axes to grind and
FNPR criticisms remained rather symbolic than a real challenge to the
president.**

Robertson’s study (2011) on the conflict dynamics of the period
1996-1998 provides insights into the role of unions in labour conflicts
and politics during this period. »Although a broad range of people par-
ticipated in protests, most participants were acting as members of local
groups with locally specific identities, and (...) they were often partici-
pating in only loosely organised wildcat protests largely independent of
one another« (Robertson 2011: 55).

Protest demands were usually »rights-based«, calling for the up-
holding of the law (payment of what is due) rather than »some sort of
radical change« (p. 59). Even though the non-payment of wages ema-
nated - in the case of the public sector - from the centre, the protests
»coded the demands for wage arrears as an issue of localisation« (p. 63).

Although millions participated in the protests, the trade unions
were largely absent. Strikes generally occurred spontaneously and
there was hardly any network with which they could be linked to form
a national protest. Instead of unions, many strikes were initiated by
employers and enterprise managers. While employers in the private
sectors saw hardly any reason to join work stoppages, the top manage-
ment in state companies pushed for rallies and stay-aways in the hope
of attracting subsidies from the central authorities (p. 65).

Robertson’s study is of particular interest in regard to the role of
regional authorities and their »protest alliances« with regional unions.

44 Critical voices were raised within FNPR affiliates, speaking out strongly against the govern-
ment and the FNPR General Council reacted to demands by FNPR member organisations
for Yeltsin to resign. (Ashwin and Clarke 2003: 52). Yeltsin's rule looked ever more fragile,
the elections of 1999 were around the corner and the (re-established) Communist Party ap-
peared to have a chance to win. It was in these uncertain circumstances concerning who
was likely to seize power that FNPR spoke out publically against government policies and
demanded change, although without mobilising in favour of a different course.
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Regional governors, in particular those in poor standing*® with the
central government, used regional unions to initiate or support local
protest to exert pressure on Moscow for more resources. »Regional
labour unions have tended to be incorporated into the political ma-
chines of governors« (Robertson 2011: 97-98), acting »as an extension
of the regional administrative apparatus«, to some extent resembling
the »transmission belt« of Soviet times. For regional unions, »this role
as part of the vertical chain of command in the Russian state was wel-
comed as an opportunity to strengthen authority over their own low-
er-level union organisations, and for building a new kind of democratic
centralism« (p. 77).

Despite the large number of participants, overall, the protests did
not scale up into a national protest movement that could be sustained in
accordance with social or political demands. Whereas the strikes of the
1988-1992 years rolled out a platform on which new trade unions could
emerge, the protests of 1996-1998 had no organisational consequences.
Unions helped to diffuse workers’ discontent and in doing so, squeezed
out more militant alternatives (p. 78).

The geographical pattern also shows that while unions may belong
to a »united structure, they hardly act in uniformity. Regional unions
are embedded in regional public authorities and contradictions be-
tween the different layers of state administration are closely reflected
in inter-union conflicts.

6.3 Authoritarianism, Union Pluralism and Subordination

During the 1990s FNPR traded its organisational survival for »non-an-
tagonistic« relations with the Yeltsin regime, but maintained some au-
tonomy and was able to switch its allegiance whenever it saw the gov-
ernment challenged by strong opposition forces. Since Putin assumed
the presidency in 1999, authoritarianism has returned into the relations
between the state and society and political liberalism has been curtailed.
Public space for expressing discontent has narrowed and the state au-
45 During Yeltsin's period in office regional governors were directly elected, which allowed

them to develop a power base independent of the central government. In 2004, Putin abol-

ished gubernatorial elections and, by nominating governors himself, instigated what came
to be known as vertical power.
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thorities have brought forward repressive instruments to prevent pro-
tests or clamp down on protesters.

FNPR reacted to these authoritarian tendencies by moving closer
to the state. The early Putin years still saw a stick and carrot game, in
which FNPR could still bargain for advantages by withholding dissent;
after 2004, when direct gubernatorial elections were abolished and po-
litical power turned into so-called vertical power, disapproval of state
policies in FNPR ranks was barely forthcoming.

The »new momentum« for FNPR in balancing organisational inter-
ests with political pressure from the top became manifest in the adop-
tion of the new Labour Code in 2001, which basically turned out to be
an onslaught on union rights. FNPR and alternative unions in unison
at first objected vehemently to the reforms, which led President Putin
to support a rival candidate as new head of FNPR, to be elected at the
next congress. Just as occurred in 1993, FNPR gave in to the proposed
reforms,*¢ upon which President Putin withdrew his support for the ri-
val grouping. Regime support was »sweetened« for FNPR when it man-
aged have a clause on »majority unionism« inserted in the new Labour
Code (see Ashwin and Clarke 2003: 68-71). The legal instrument to keep
competing unions at arm length and prevent them from entering the
bargaining arena served to maintain FNPR dominance but was a bad
deal for employee representation in industrial relations.

The »deal« reconfirmed the message that supporting the adminis-
tration »pays«. However, by trading a de facto strike ban for a clause
favouring »union hegemony« FNPR finally handcuffed itself, as from
then on it was scarcely in a position to diverge from the regime. Under
Yeltsin, FNPR had maintained at least some room to manoeuvre; under
Putin, subordination became the order of the day.

6.4 The Protests of 2005

The monetisation law, which replaced benefits in kind for a range of
items, such as free urban public transport, was the cause of the last ma-
jor social protest movement in Russia for many years. The outcry was
particularly strong in Moscow and St Petersburg and brought millions

46 Alternative unions maintained their objections.
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of people to rally against the withdrawal of the last remnants of the
social benefits granted under Soviet times.

In the end the protests failed. Even though payment for benefits
in kind had to be provided locally, the rebuilding of the »vertical«
power structure had already become so strong that local authorities
did not dare to object to the central power and strongly pushed for
implementation.

The protests did not find a platform for organisational consolida-
tion. In most cases they remained local and were organised in isolation
from each other (Robertson 2011: 177). Unions, again, were not the initi-
ators and their role was hardly felt anywhere.

However, a new instrument was used to calm protests. Public au-
thorities began to use the resources of the state to mobilise coun-
ter-demonstrations in favour of reforms. Public employers and senior
personnel in state holdings were called on to publicly show support for
the government and to provide transport and meals. The »war of num-
bers« served its purpose of intimidating protesters and made it clear
that when the chips were down the regime would not hesitate to use
state resources to clamp down on discontent.*

6.5 Election Protests and the Aftermath —
Clamp-down on NGOs and the Role of FNPR

Whereas the protest of 2005 may be called the first large-scale chal-
lenge to the policies of the Putin government in economic terms, the
white ribbon protests of 2011 and 2012 represented the first major op-
position that was political in nature and explicitly called for regime
change.*® Most of the demonstrators came from an urban middle-class

47 The authors could not find evidence on an active role on the part of the unions in mobilising
for »counter-demonstrations« in 2005 nor could they find evidence on their resistance to it.

48 Starting in December 2011 and continuing into 2012 and partly 2013 many cities experienced
mass protests against the erosion of democracy, focusing on fraud on legislative election day
on 4 December 2011 by the ruling party, United Russia, and the return of Vladimir Putin for a
third term as president. Hundreds of thousands of demonstrators called for »fair elections,
the annulment of the election results, the resignation of the head of the election commission
and an official investigation into voting fraud. Some demands went further and called for
freedom for political prisoners. There were no social demands, such as higher wages, better
employment, social housing or improved pensions. The protests were »purely« political and
in the end demanded voters’ right to decide on who should lead the country.
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background and their calls were for democratisation and modernisa-
tion, not for higher salaries or better working conditions.*’

There may have been some inertia within the Kremlin administra-
tion at the beginning, but soon it began to respond to anti-government
protests by simultaneously organising »pro-government« rallies.>® From
the middle of 2012 onward, when Putin had comfortably returned for
his third presidency, the regime responded with more state repression.
It set in motion its parliamentary machinery to legally clamp down® on
protesters and NGOs, press freedom was curtailed and critical voices
were criminalised as »foreign agents«.

During these protests, traditional unions publicly declared them-
selves to be pillars of the regime. In state enterprises in heavy in-
dustry, in particular the military-industrial complex, local unionists
made it known to President Putin that they were waiting for his call to
come down on these elements and to drive out protesters from public
spaces.>?

The central FNPR saw itself as a member of a ruling alliance. Earlier
in May 2011, FNPR had affiliated itself to the All-Russian People’s Front
(Russian acronym ONF), established on the initiative of Vladimir Putin

49 The social composition of demonstrators differed markedly from previous large protest
gatherings. A majority of participants had a higher education and came from households
that had prospered during the economic (oil) boom years and benefited from income pol-
icies under Putin. The protests can be seen as a call by the middle class to follow a »West-
ern liberal model« and a »Western development path«, with modernisation of the political
system as a pre-condition for economic and technological progress. There were hopes in
opposition circles that the protests would build into a large-scale challenge to the regime
and Russia’s own »colour revolution«, which some already called the »snow revolution«.

50 First supported by the youth organisation Nashi, which is publicly funded, other organisa-
tions rallied for the support of United Russia and the government, such as the Patriots of
Russia, the Pensioner Union of Russia and the Russian Union of Afghanistan veterans, many
of them reflecting a patriotic or nationalist political spectrum. The largest »counter-demon-
stration« may have been the »anti-orange protest« held in Moscow (Poklonnaya Hill) on 4
February 2012, with 50,000 to 150,000 people participating.

51 The legal clampdown on the opposition came at a time when the protests had lost most of
their steam and were no longer a challenge to the regime. Putin had returned to the presi-
dency with a convincing election victory. With some concessions to the protestors, a return
to the status quo ante would have been possible.

52 See, for example, »Workers rally behind rattled Putin«. News.com.au 29 January 2012. Avail-
able at: http://www.news.com.au/world/gorbachev-laments-russian-crisis/news-story/069d-
1da7f703d60f84a86dc5eaf61bcf (accessed on 26 May 2017). The Guardian: »Putin addresses
tens of thousands at Moscow rally«. The Guardian, 23 February 2012. Available at: https:/
www.theguardian.com/world/2012/feb/23/putin-addresses-thousands-moscow-rally (ac-
cessed on 26 May 2017).
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as an instrument to establish one-party rule in case the existing parlia-
ment had to be dissolved because of the electoral protests.*

When the protests were under way, FNPR took sides. On 21 Decem-
ber 2011 the Executive Council of FNPR declared its support for Putin
as President; on 24 January 2012, the Executive Council adopted Res-
olution No. 1-3 on the participation of FNPR affiliates in events to sup-
port Vladimir Putin’s candidacy.>* It obliged affiliates to conduct elec-
tion campaigns in the regions. For example, FNPR affiliates organised
actions in more than 20 cities on 11 February.> In Moscow, represent-
atives of the sectoral union of education workers officially requested
school teachers to join the demonstration in support of Putin.>

FNPR’s declaration of support was unequivocal, as were the actions
of many affiliates. Indeed, FNPR never objected to the introduction of
repressive laws, accepting as a matter of circumstance ever more state
control of civil society.

During the period when demonstrations against the regime were
still going on and the legal machinery to clamp down on demonstrators
and NGOs was not yet in place, President Putin instructed the Labour
Ministry to change the Labour Code and introduce works councils. In
his famous May Decrees of 20125 he called for the creation of works
councils to broaden workers’ participation in management and request-
ed a draft law on works councils by 1 December 2012. Trade unions of
all colours argued strongly against works councils, which they saw as
competition to their own activities. Some even feared the collapse of
plant unions as elected works councils were likely to possess more le-
gitimacy with the workforce and even trade unionists might be tempted

53 Leading figures who got involved included FNPR president Mikhail Shmakov, leader of the
sectoral union of coal-miners Ivan Mochnachuk, the leader of the sectoral union of rail-
way workers Nikilay Nikiforov and the leader of the Sverdlovsk regional federation Andrey
Vetlugskih. See official website of the All-Russian United Front: <http://onf.ru/structure/ruk-
ovodstvo-0/>.

54 Resolution of FNPR Executive Council No. 1-3 Available at: <http://www.fnpr.ru/n/2/15/187/6782.
html>.

55 »ln cities of Russia actions to support Putin took place«. Actual comments, 11 February 2012.
Available at: <http://actualcomment.ru/v_gorodakh_rossii_proshli_mitingi_v_podderzhku_
putina.html>.

56 Teachers are requested to participate in the meeting. Gazeta.ru. 30 January 2012. Available
at: <https://www.gazeta.ru/social/2012/01/30/3980237.shtml>.

57 Decree of President of Russian Federation of 12 May 2012, No. 597 on measures of state social
policy.
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to jump ship.”® When the Labour Code was finally amended in May 2013,
the union fears turned out to be a storm in the teacup, as the »new«
works councils were nominated advisory bodies with no rights to make
recommendations on social affairs (Lyutov and Gerasimova 2013). The
president’s political message to the unions was unequivocal, however.
Stick with me! There are many ways of destroying trade unions, even
without conflicting with international labour conventions.

7. Alternative Unions -
Final Take-off or Settling for a Niche?

7.1 Alternative Unions -
From Strike Action to Premature Political Alliances

The radical workers’ protests that erupted in 1989 laid the foundation
for alternative unions to evolve as a means to organise workers’ inter-
ests independently of both the Soviet state and the Soviet trade unions.
For them, there was no longer a top-down command channel to make
the union leadership follow directives from the political executive. In
cutting the link with the state, union leaders had to carry the mood
of the workers or risk loss of members. Within the framework of em-
ployment relations, they opted for protests, using strikes as their main
weapon.

In the early years of transition this new form of unionism experi-
enced spectacular growth, with new unions gaining millions of mem-
bers within a short time. But the initial indications that this growth
would continue and they would soon outmanoeuvre FNPR, which for
its part was doomed to collapse, were not borne out. After 1993, what
had begun to look like a complete overhaul of workers’ representation
in Russia slowed down. FNPR survived the early years of transition and
managed to retain its lead organisationally, making the alternative un-
ions play second fiddle.

The way in which, both union wings settled with Yeltsin and the
manner in which Yeltsin used them in his own power game were deci-
sive in balancing their future relations. Challenging Gorbachov for the

58 Personal communication.
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leadership of the Soviet Union made Yeltsin a »natural political ally« of
the alternative unions, which he courted and which indeed lent their
strength for his rise. But when Yeltsin was elected by popular vote to
the newly created post of President of Russia in June 1991, he did not
proceed to ban FNPR, as he did the Communist Party in November
1991. His power base remained too shaky and he looked for supporters
wherever they might be found to enable him to govern against an ever
more unaccommodating Russian Supreme Soviet. In offering FNPR a
majority of labour seats on the board of the newly established Tripar-
tite Commission for the regulation of Social and Labour Relations, in
1992, he essentially elevated it to become his primary social partner,
deeply disappointing the alternative unions, which had expected oth-
erwise.

Despite this rebuff, the alternative trade unions did indeed side with
Yeltsin in his conflict with the Russian Supreme Soviet, whereas FNPR
adopted a wait-and-see policy, siding with the Supreme Court in the
1993 White House showdown (see above).

By siding with Yeltsin the alternative unions created two contradic-
tions that contributed to their stagnation thereafter. Yeltsin never hon-
oured the implicit bargain he struck by providing the alternative unions
with organisational benefits. FNPR was allowed - after its dramatic
turnaround during its extraordinary congress in November 1993 - to
keep its vast assets in their entirety and to remain the dominant union
voice in dialogue with employers and political authorities. Yeltsin, in
the end, preferred a barely reformed FNPR to the alternative unions,
whose loyalty he may never have fully trusted and whose organisational
weight could not rival the traditional union wing.

Furthermore, the price the alternative unions had to pay for sup-
porting Yeltsin’s economic reform programme was tremendous. Many
trade unions leaders showed a strong naivety in believing that the dis-
mantling of the socialist Soviet economy with tools such as price liber-
alisation, free currency exchange and privatisation of property would
automatically lead to the speedy establishment of a market economy
and the social harm would soon be replaced with gains. In arguing for
economic and political stabilisation, opposing wage claims as »infla-
tionary« and condemning strike action as anti-government, the leaders
of the alternative unions tried to turn back the tide of their own organ-
isations and brought about deep divisions in the independent workers’
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movement.” The alternative unions got caught in the classic dilemma
of workers’ organisations siding with the political executive during eco-
nomic downswings. Arguing for wage restraint to maintain the alliance
with the regime eroded the trust of its members when the cuts in real
wages set in.

The alternative unions never recovered from their misguided sup-
port for a failing reform policy. They struggled to remain alive organi-
sationally and even though they managed to come together to form the
Confederation of Labour of Russia (KTR) in 1995 their attractiveness as
a new form of interest representation had largely disappeared. Their
financial situation remained miserable, having no access to rental in-
come from asset ownership. On top of that, striking in large state plants
during crisis years became ever more quixotic, as management often
welcomed the opportunity to close down production and services in or-
der to cut costs. Most workforces preferred deals to keep their jobs and
accepted pay cuts, which made an adversarial approach to employment
relations less attractive.

At the very time the economy ended its downswing and Russia en-
tered into its oil boom years, with promises of a better environment
for organising and bargaining, the alternative unions were dealt a huge
blow. The new Labour Code of 2001 equipped its union rival with a de
facto monopoly of representation for enterprises with an FNPR pres-
ence, and from then on, trade union leaders organising strikes risked
criminal prosecution. While the Labour Code closed the legal door to
organising activities in enterprises with established FNPR affiliates, the
oil boom nevertheless swung the pendulum to some extent back in fa-
vour of alternative unions and provided them with a new terrain for
their activities, this time with the arrival of transnational companies.

59 »The independent workers’ movement was now deeply divided. While pressing the work-
ers’ claims politically, the dominant position was one of support for the Yeltsin programme,
opposing excessive wage claims as inflationary, and strike action as anti-government. In Sep-
tember 1991 the leader of the most militant Workers’ Committee, that of the Vorkuta Min-
ers, denounced a strike of surface workers for the restoration of differentials as >anti-Yeltsin
and anti-Russiac«. The leaders of the Independent Miners’ Union took a similar position in
the run-up to its conference in December, opposing wage claims and strikes in the name of
economic and political stabilisation. The leadership of the trade union federation Sotsprof
was firmly committed to Yeltsin (and in Moscow to Popov), with its leaders having important
advisory roles, and opposed Strike Committees and strike action in favour of peaceful col-
lective bargaining, while its primary groups were moving in the opposite direction, taking
an increasingly militant line and showing growing discontent with the centre« (Clarke and
Fairbrother 1992: 9).
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7.2 MPRA -Signal for a New Beginning?

Foreign capital had been reluctant to invest in Russia in the 1990s, but
when GDP growth rates picked up after 1999, many international inves-
tors flocked to the now booming economy. In 1999, foreign-invested en-
terprises employed 1.1 million workers; by 2008 this had almost trebled
to 3.2 million. Where transnational corporations merely bought shares
in state-owned companies, they usually found established FNPR affili-
ates and accommodated themselves to their role in enterprise employ-
ment relations. However, where they opened new outlets, employment
relations had to be built afresh and new unions had a better opportunity
to establish themselves as representative bodies.

Auto manufacturing became the key sector in which the Russian gov-
ernment - outside the military complex - pushed for a reindustrialisation
strategy in earnest. In 2005, the Russian government subscribed to a clas-
sical import-substitution policy, leading to a rush on the part of all the
major global players to establish local automotive manufacturing units
to avoid being locked out of the lucrative domestic markets (Traub-Merz
2015). It was the automotive branch that became the key target of alterna-
tive unions to organise interest representation, for several reasons:

e During the years 2000-2008, Russia was one of the fastest grow-
ing automotive markets and foreign investors were always short of
skilled labour.

o The newly arriving companies mostly settled for 100 per cent for-
eign ownership. New unions could organise the workforce on a lev-
el playing field with FNPR affiliates, even at an advantage because
traditional unions were not used to representing workers without
support from the management or the state.

« Globally, automotive manufacturing (excluding the supplier indus-
tries) is one of the sectors with the highest trade union density, mak-
ing workers’ interest representation via unionisation a normal factor
in employment relations.

o Companies such as Volkswagen, Ford, Renault and Peugeot, to-
gether representing about 30 per cent of global production, tried to
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build a strong presence on the Russian market. They had concluded
international framework agreements with global union federations
and had signed commitments to not prevent local trade union or-
ganising initiatives.

o Local organising initiatives could call for support from trade unions
at the transnational corporations” headquarters, as well as from Eu-
ropean works councils, which could commit the transnational cor-
porations’ central management to intervene with the management
of the local subsidiary if it exhibited anti-union behaviour and tried
to block organising initiatives.

The new momentum for alternative unions is closely connected with the
Interregional Union of Automobile Workers (Russian acronym MPRA)
and the labour struggles at the FORD plant in Vsevolozhsk near St Pe-
tersburg, and the Volkswagen plant in Kaluga. Having been a dormant
affiliate of FNPR since Ford opened its plant in 2002, in the summer of
2005 the plant union suddenly burst into life,°® mobilised for wage in-
creases and applied techniques such as warning strikes and a week-long
»Italian strike«, which did not directly contravene the Labour Code’s
restrictive clauses. Eventually, Ford was forced to first sign a recog-
nition agreement with the union and to open collective bargaining. In
early 2006 and again in 2007, the union had to back off from their calls
for a full-scale strike due to court injunctions. In November 2007, the
union finally managed to receive the green light from the court and
declared an open-ended strike, which in the end lasted for 20 days and
ended with a compromise 20 per cent wage increase, double what the
management originally offered (Greene and Robertson 2010: 82; Kagar-
litzky 2007a; personal communication).®!

60 On the account of the leader of the union, Aleksei Etmanov, this wake-up call is related to
a visit by some Russian unionists to Brazil, where they were confronted with »real union
interest representation«, which they implemented after their return home (personal com-
munication from Aleksei Etmanov).

61 »The ITUA-VKT, an affiliate of the IMF, reached a collective agreement with Ford Motor
Company that generated concrete results for workers at the plant located in Vsevolozhsk,
outside St. Petersburg. A majority of workers voted on January 29 in favour of accepting the
negotiated settlement that includes pay increases and additional benefits following a histor-
ic 20-day strike, the longest in recent Russian history. Improvements include wage increases
that range from 16 percent up to 21 percent for the lowest paid workers. As a result, on
average factory workers will earn more than RUR 25,000 (USD 1,030) per month with starting
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Some saw the labour conflict at the Ford plant as a watershed in that
it led to the first open-ended strike since the new Labour Code came
into force and one that the authorities did not squash. Its signifi-
cance for the automotive sector became immediately visible when
rallies in support of the Ford workers were held, such as in the Re-
nault Autoframos factory in Moscow, which later resulted in another
strike there for wage increases. It also resonated in other sectors,
for example, in labour conflicts among the dockworkers at the St
Petersburg seaport or at Heinekens and the Russian postal service
(Kagarlitzki 2007b).

The MPRA strategy at the Ford plant provoked FNPR and its sec-
toral affiliate, the Allied Automotive and Land Machinery Union (ASM),¢?
as well as its enterprise affiliates at Avtovaz and other Russian manu-
facturer of vehicles, trucks and land machinery, in two regards. Wage
increases through strikes meant that the FNPR investment in social
dialogue at enterprise level bore less fruit. But more than that, MPRA
pursued an expansion strategy, pushing for organisational rivalry at
both enterprise and branch level. As an interregional association of un-
ions, it provided solidarity and also expanded into enterprises deemed
to be FNPR »territory«. The strategy of »attacking« FNPR affiliates in
their home bases become obvious when MPRA accepted Edinstvo, an
alternative union inside AvtoVaz, as a member.

monthly pay of RUR 19,000. The collective contract also includes a long-term saving pro-
gramme with equal participation of payments from the employee and the company, other
improvements in compensation and terms and conditions of work, as well as a better vehicle
purchase plan for employees.« Ocnus.net, 21 February 2008; available at: http://www.ocnus.
net/artman2/publish/Labour_9/Ford_Workers_in_Russia_Achieve_Significant_Gains.shtml
(visited 27 May 2017).

62 According to the official website of ASM, its membership is 500,000. See http:/profasm.ru/
index.php/o-profsoyuze) — information from the ASM official website.

63 Edinstvo was born out of a strike at AvtoVaz in 1996, when the »jewel of Soviet manufactur-
ing« was close to collapse and wages could no longer be paid. In later years, Edinstvo’s mem-
bership declined substantially from 3,000-4,000 at the beginning to below 1,000 around
2007 (personal communication). Its organisational strength never came anywhere near that
of the gigantic AvtoVaz union, which in 2013 claimed a membership of 70,000 (albeit includ-
ing retirees and students). Edinstvo could hardly mobilise more than a few hundred employ-
ees out of a workforce that in 2007 still numbered 129,500. When Edinstvo was accepted as
member, it became a net beneficiary of MPRA solidarity and appears never to have contrib-
uted any dues to assist MPRA's financial survival. Around 2015, its membership appears to
have fallen to only 50-100 (personal communication). In accepting Edinstvo as a member,
MPRA deepened its animosities with FNPR affiliates without gaining organisational benefits
(for a more positive view on Edinstvo, see Greene and Robertson 2010: 85).
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The Volkswagen (VW) plant in Kaluga started production in the au-
tumn of 2007 and in 2009 employed 1,800 employees. Output in 2009
was just short of 100,000 units and capacity was available to produce
150,000 cars a year. VW became the second pillar on which MPRA built
its struggle for a new unionism in the automotive sector. The employ-
ment environment for Volkswagen corresponded to the situation in St
Petersburg. With regional unemployment low,** demand for vehicles
booming and skilled labour difficult to attract, management from the
beginning was sensitive to any sort of labour protest that might lead to
work stoppages.

With a fairly young workface,* who had little memory of the chaotic
years of the 1990s and a dormant ASM which did not try to establish a
base for itself, building an alternative union appeared to be a fairly sim-
ple exercise. Despite being part of the VW concern, which has signed
an International Framework Agreement and claims good relations with
trade unions in all subsidiaries, the local management did not recognise
the emerging plant union, however. In 2012 the VW union had reached
some 1,200 members,*® but remained below the legal minimum of 50
per cent of the workforce.

The »legalistic« approach of the VW management was turned
around, and success came to the union when Benteler, a key Volkswa-
gen supplier in Kaluga nearby, was confronted with a two-day strike,
which threatened to interrupt production at VW. Assessing the mobi-
lising strategy of its own union and the likelihood of a strike in its own
plant, in 2012 VW finally concluded a collective agreement (Hinz 2017;
IndustryAll 2012).

Ford and Volkswagen were the success stories on which MPRA
tried to build its advancement in the sector. On 23-24 November 2013,
MPRA hold its third congress, representing 3,750 members, of whom
3,075 - or 82 per cent - came from its affiliates at Volkswagen and
Ford. The congress made decisions on controversial issues to which
strong objections had been raised in the run-up to the event. Three key
decisions emerged from the congress, which proved to be a watershed
for the future of the association. The congress changed its name from

64 In 2012, Moscow had an unemployment rate of 0.5 per cent.
65 A majority of employees were below 30 years of age.

66 Union membership represented about 25 per cent of the VW workforce in Kaluga.
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Interregional Union of Automobile Workers to Interregional Trade Un-
ion Association (Russian acronym still MPRA), clearly indicating that it
would expand beyond the automotive branch and organise enterprises
in other sectors as well. The flow of member dues would be redirected.
Whereas the affiliate hitherto had kept 50 per cent of the revenue, with
the other half going to MPRA, regional offices were now to be estab-
lished, receiving the bulk of dues (80 per cent), with the remainder go-
ing to MPRA. Affiliates would not retain funds at collection points, but
receive financial support from the regional offices. Finally, collective
bargaining would no longer be a responsibility of the enterprise union,
but be carried out by the regional structure, in close cooperation with
the affiliate. It was hoped that taking bargaining beyond the scope of
the enterprise would establish uniform employment conditions within
aregion.

The idea of building multi-employer bargaining units as an inter-
mediate step to creating branch-based bargaining was premature
and turned into an organisational disaster. The Ford plant union dis-
approved the congress conclusion and when no compromise could be
found, it split. The minority group remained with MPRA, while a major-
ity of about 80 per cent set up a new plant union with no affiliation. The
expected jump forward ended in a roll backward. At the end of 2014,
MPRA membership had declined to 2,600.

The »rosy« years for bargaining ended in the closing month of 2014,
when oil prices began their steep decline and the Russian economy
entered into recession. Organisational contradictions had already
slowed down the growth of MPRA before the oil price collapse set
in, but when it happened, it struck the automotive industry hard. Do-
mestic production halved from 2013 to 2015, and without exception
the car manufacturers struggled for survival. Companies reduced the
number of shifts, cut their workforce and General Motors even shut
its plant in St Petersburg. Union resistance against cuts in real wages
was difficult to organise as at many manufacturers the management
welcomed strike action to reduce labour costs. Despite all the cost sav-
ings, car manufacturers remained deeply in the red and headquarters
were forced to provide subsidies for the survival of their subsidiaries.
With no recovery of turnover in sight, unions could bargain for »early
retirement packages« and separation fees, but expanding membership
was out of the question.
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7.3 Pro-cyclical Striking, Grassroots Activism and the Limited
Scope for Independent Unionism

The years 2006-2008 and 2010-2013 may be seen as fortunate peri-
ods for organising workers in alternative unions. The economy was in
growth mode, unemployment was low and foreign investors were keen
to join the booming markets in Russia. To some extent it is true that
strikes during these periods may ultimately be called »pro-cyclical,
given that in years of economic upswing labour becomes more proac-
tive and uses its improved bargaining power to obtain wage increases.
Unions in Russia, one could argue with Greene and Robertson (2010),
followed the conflict pattern in many OECD countries and ended the
»deviant« conflict behaviour of the 1990s.5”

The hope that a pro-cyclical strike pattern would breathe new life
into independent unions was short-lived. The number of labour con-
flicts (see table 3)°® hardly qualifies the period as a »strike wave«. While
it is true that the strikes that were union-led emanated from alternative
unions and not from FNPR affiliates, most labour conflict was not un-
ion-led at all, but arose out of spontaneous labour activism at grass-
roots level. These spontaneous workers” actions mostly did not lead to
the establishment of lasting workers” associations, as had been the case
in the early transition years. Strike committees or other forms of pro-
test coordination usually dissolved when an agreement with the em-
ployer was achieved.®’

The automotive industry may be seen as a positive case of »pro-cy-
clical« and union-led strike action, but during the period 2008-2015,
the auto industry witnessed only some 92 labour conflicts out of a re-
corded total of 1,877.

67 They strongly argue Russia’s reversion from a »counter-cyclical« strike pattern in the 1990s to
»pro-cyclical« behaviour in the second half of the 2000s.

68 The reference is to the collection of data on labour protests by the Center for Social and
Labour Rights (LSLR), which is independent of the official recording of labour statistics. Data
are obtained mainly from media reports. While this method does not provide a full picture,
it does include conflicts that do not follow due procedure and thus do not qualify for being
recorded by the National Office of Statistics.

69 It is interesting to note that most of these protests in one or the other way could be called
»illegal« as they did not follow established procedure. However, in most cases the police
were not called in as most employers had not followed the Labour Code either, for example,
by failing to pay wages and employers were more interested in coming to an arrangement
outside the courtroom.
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Table 3: Labour Protests, Russia, 2008-2015

Branch of the Economy Labour Protests %

Other industries 1562 83.2
General engineering 223 1.9
(except automotive)

Automotive industry 70 1.2
Automotive production:

supplies and equipment

Total 1877 100

Source: CLSR, Monitoring of Labor Protests 2008-2015. Available at: <http://trudprava.ru/expert/
analytics/protestanalyt/1588>.

The dominant picture even during the »favourable« years of conflict
articulation remains one of spontaneous walk-outs and a low presence
of unions in initiating or resolving labour conflict.

Why did independent unionism in Russia never prosper? Certainly,
FNPR and its affiliates mostly played the game of keeping alternative
unions at arms length while not engaging in conflict articulation them-
selves. It is equally true that restrictive legislation serves to prevent
labour activism at plant level from growing into associational power
when union leaders can easily be silenced with the threat of criminal
sanctions. It should also come as no surprise that workers, after having
been confined to state-led Soviet unionism for many decades, are reluc-
tant to entrust trade unions with the task of representing their interests.

There is, however, a further argument that has to be brought into
this picture and which is easily overlooked. From the second half of the
2000s onward, wage development in Russia became public sector-led,
driven not by collective bargaining but by the Putin government. It was
the regime that for many years ensured that wages grew faster than
GDP (see Traub-Merz in this volume).

When government pushes wage growth” the comparative advantage
of a conflict-oriented labour strategy diminishes and the attractiveness

70 Under conditions of a low unemployment rate, the wage-push by the Russian government for
the public sector and state-controlled enterprises »forced« the private sector to follow suit.
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of alternative unions is reduced. As long as the government wage push
endured, its political affiliation with the Putin regime did not endanger
FNPR, in terms of either its agenda or its operations. Under such circum-
stances, while the organisational benefits of workers’ siding with alter-
native unions may be evident in branches such as auto manufacturing,
they were not so obvious in sectors with a strong state presence.

8. Summary

The trade unions are without doubt the largest non-government organ-
isation in Russia,” even though their membership of around 70 million
at the time the Soviet Union dissolved has settled at some 20 million
today. Their history is in many regards unique and during most of it,
they were confronted with an adversarial political environment, mak-
ing workers’ interest representation a challenge. From the time they
saw the light of the day in the 1880s and 1890s, they were forced to
operate under such diverse regimes as the Tsarist tyranny, Bolshevik
Soviet communism and finally in Russia’s mixed market/state economy,
whose political system has been transformed from a liberal-democratic
model at the beginning of the transition to authoritarian rule today. The
circumstances under which trade unions sought ways of representing
worker’s interests could hardly be more extreme.

Notwithstanding the ever-changing legal and political conjunctures
for their operations the history of Russia is marked by a common failure
of trade unions during all periods to establish themselves in real auton-
omy from either political-party or state supervision. In a contrasting jux-
taposition to capitalist societies, trade unions have never located them-
selves inside the working class but have acted on what they deemed to
be workers” interests by providing protection or guidance from above.

Since its inception trade unionism in Russia has been character-
ised by state intervention to prevent the emergence of autonomous
organisations that take into their orbit grassroots labour activism. Un-
ions have nearly always failed to link organisationally to existing local
labour struggles and to raise them to a higher level able to challenge
the socio-economic fabric of the ruling regime, if not the regime itself.

71 Excluding the Orthodox Church.
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Windows of opportunity to build autonomous associational power ex-
isted when state control relaxed, but soon enough the state returned to
its »all-embracing« strategy, ensuring the subordination of unions and
making them serve the needs of regime stability. Delinking trade un-
ions from local labour struggles and guaranteeing their organisational
survival beyond the interests of their membership is the dominant face
of this history.

Russian unions have diverged from the dynamics of trade union
transition in the former Warsaw Pact countries. When national inde-
pendence returned after the dissolution of the Soviet Union, trade un-
ions in these countries could to some extent reconnect to a different
past. Many had enjoyed longer periods of organisational autonomy be-
fore the Second World War and were able to build on organisational
knowledge and union practice from these times.

Connecting »back« to a different past was never an option in Russia.
From the outset, trade unions and labour struggles existed in separa-
tion. When workers’ collective actions emerged in the 1880s and 1890s,
trade unions were already banned and existed as »clandestine organ-
isations«. The pre-communist years saw a peculiar labour situation:
strikes were widespread, but membership of trade unions was largely
non-existent (Albert 2017). The peculiarities did not end here. Trade
unions were not set up autonomously but founded by political par-
ties and acted as »party organs« even before the Bolshevik revolution
(Deutscher 1950; Lozovski 1920).”2 During the revolutions of 1905 and
1917, unions were mere »onlookers«. The removal of the ban filled their
ranks with millions of members, but workers exercised organisational
power not through unions but through factory committees and Sovi-
ets. It was only after the revolution, through the merger with factory
committees, »half moderated and half enforced« by the Bolsheviks, that
trade unions gained workplace representation, providing the organisa-
tional groundwork for their establishment as a transmission belt.”

72 »This peculiarity consists mainly in the fact that the establishment of the workers’ politi-
cal party in Russia preceded that of the unions (...) Moreover, the political (Social-Demo-
cratic) party initiated and founded the trade unions« (Tomsky 1927; similar Deutscher 1950;
Lozovski 1920).

73 Theyears 1922 and after may be seen as a different period, when Lenin ordered the building
of autonomous unions as in capitalist countries. But this was only nominally the case, as the
Bolsheviks kept close control of trade union leadership.
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The ways in which the Soviet state exerted control varied. Stalin
went furthest in making trade unions organs of the state, while under
Khrushchev and Brezhnev, unions became separate entities again and
party-state control was exerted through control of the union leader-
ship. But until the Soviet Union dissolved, unions never enjoyed the
right to engage autonomously in labour relations.

The years 1988-1992 were the first in which labour activism on the
ground was able to build associational power. But these alternative
unions sacrificed their newly won autonomy by prematurely affiliating
with the Yeltsin regime. Their anti-communism made them support the
socially catastrophic reform policies that eroded the trust of many of
their members and ended organisational expansion. The Yeltsin years
may not be seen as a period of political suppression of alternative
trade unionism, but the regime entered into an alliance with the FNPR
majority union wing, granting it privileges for not supporting opposi-
tion forces and diverting potentially dangerous local grievances into
»non-harmful« forms of labour protest. This period may best be de-
scribed as uncoerced subordination of trade unions for bureaucratic
survival.

With the emergence of Putin, authoritarianism and control mech-
anisms were tightened. State oversight of unions has not returned to
the Soviet model in terms of legal form, but rather in terms of function.
The regime has provided FNPR with a de facto monopoly on workers’
interest representation in many sectors of the economy in exchange for
given up any form of mobilisation against government policies. Alter-
native unions can be kept marginalised by either FNPR majority poli-
tics or, where FNPR is too weak, by open state repression. Russia to-
day in many respects practices a union model from the past: workers’
grassroots activism remains detached from efforts to gain associational
power. Conflict articulation remains local and it is the duty of the trade
unions to assure that workers” power does not enter a larger arena from
where it could challenge the policies of the ruling regime.
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Russian Trade Unions and
Wage Development'

Rudolf Traub-Merz

1. Introduction

There is a lot of uncertainty in finding an answer to the question what
role trade unions in Russia played in setting the level of wages. The
problem is partly statistical. Wage figures published by Rosstat are rel-
atively undifferentiated and the statistics office is not concerned with
evaluating collective bargaining agreements. Furthermore, Russia does
not conduct annual industrial censuses, from where data on the size
and structure of companies could be drawn and linked to paid wages.
From official statistics it is not possible to compare wage levels between
union-organized and non-union enterprises. Trade unions do no step
into this data vacuum neither. The Federation of Independent Trade
Unions of Russia (FNPR, Russian acronym) with a claimed membership
of 20 million looking predestinated for this job, has hitherto not pre-
sented a methodologically convincing analysis of the outcome of bar-
gaining, which mostly takes place at plant level. Neither from official
data nor from trade union sources is it possible to calculate a trade
union premium.

Not much knowledge has been produced either by way of compara-
tive microeconomic research. The few case studies hitherto conducted
find some arguments as to higher wages in companies where collective
bargaining agreements prevail;? if company size, sector specifities and

1  This chapter should be read in reference to the chapter of Traub-Merz and Gerasimova in this
volume. The political arguments on why Russian trade unions behave the way they do are
presented there.

2 Seee.g.:Bizyukov, P. (2004) with a survey on nine enterprises in three regions.
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ownership differences are taken into consideration, however, the posi-
tive relation becomes unclear or vanishes.?

This chapter analysis wage dynamics in Russia from a macro-eco-
nomic perspective. Section 2 looks at the relation between wage
changes and unemployment, and tries to establish the trade-off be-
tween them. Section 3 deals with the link between wage development
and collective action. Can conflict articulation be linked to wage dy-
namics and to what extent has strike behaviour became pro-cyclical
with the upswing of the economy. Section 4 takes up the problem of
the two-tiers wage system at enterprises where a significant part is
not fixed in labour contracts but consists of flexible components of
premium and bonus payment and tries to clarify the role the trade un-
ions are playing herein. Section 5 takes a look into the regions, where
minimum wages are not fixed by law but through bargaining between
trade unions and public authorities and asks what impact is decerna-
ble by the presence of unions in wage adjustment. A sector-level wage
analysis is provided in Section 6 which finds evidence of a public sec-
tor-led wage dynamic after 2000. Section 7 looks at wage trends since
the recent economic crisis broke out in 2014 and tries to establish an
understanding, if wage changes follow previous pattern or if anything
new is discernable in their dynamics. The chapter closes with a short
summary of the findings.

2. Wages and Unemployment: a Trade-off?

Average real wages in Russia have witnessed an extreme down- and
upswing since 1990. During the transition crisis from 1990 to 1999, wag-
es fall by an incredible 65%, much stronger than the GDP did (-40 %);
after 1999, the opposite happened and wages recovered faster than the
GDP increased. Both wage phases and their interrelation with unem-
ployment are characterized by specific economic circumstances. When

3 On the ISITO- survey of 1998, Ashwin and Clarke (2002: 260) find: »Overall, from the rather
limited data available, it does not appear that the presence of a trade union organisation
makes a significant difference to the wages and working conditions of employees. This does
not mean that Russian workers do not need trade unions, but only that the trade unions
have to be more effective in organising their members in the workplace and pressing their
demands on management.«
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Figure 1: Development of GDP, Real Wages, Employment
and Unemployment in Russia: 1990-2014
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Source: Rosstat; authors calculations.

the GDP nosedived in the 1990ies, unemployment more than doubled
from four million (1992; 5,2%) to nine (1998: 13,3%). If however a low
elasticity is assumed between GDP and employment, unemployment
should have gone up much further, say to 20-25 millions. The Russian
labour market during the transition crisis reacted with a disproportion-
ately high reduction of real wages and a fairly low decline in employ-
ment (figure 1). This remains valid even when calculated in labour hours
(Kapeljuschniko and Gimpelson 2011). Of course, not much is said on
the productive use of work time.

When economic growth returned after 1999, the relation turned
around. Wages increased ahead of the GDP, while employment growth
remained marginal (figure 2).

Clearly, enterprises in the 1990s desisted from making employees
redundant when business started to fail. This is true for those which re-
mained under state control but as well for freshly privatized companies.
The number of employees were less of importance when wages could
be cut easily. There was no need to cut payment to employees nominal-
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ly. Inflation did the game and all what was needed was to keep nominal
wage increases below the growth of consumer prices.*

When recovery occurred after 1999, many enterprises still com-
manded over an underemployed workforce. They could easily increase
output with available personnel capacities. Only few firms had to look
for new employees.

This pattern of labour market reaction repeated itself during the
crisis of 2008-09. Whereas the GDP went down by 7,8 %, employment
declined by 1,5%: real wages took again a heavier beating by declining
3,6%. Not modifications in employment but real wages are the primary
factors for crisis adjustment in the Russian labour market.

If the labour markets reacts in a tradeoff between wages and em-
ployment and favours the latter, this has to be related to an institutional
framework which produces employment rigidities while allowing wag-
es to fluctuate largely unconstrained (Gimpelson and Kapeljushnikov
2011: 16). In Russia employment rigidities are a result of state interven-
tion which makes it difficult for enterprises to lay off part of the work-
force in times of crisis. Even after two and a half decade since the begin-
ning of transition, the Russian state maintains a legitimacy tradition to
the Soviet Union, which during its time claimed superiority to Western
capitalism by emphasizing the right to work. Today’s Russian labour law
still shows a social orientation by maintaining rigid regulations against
termination of labour contracts. During economic crisis, state officials
put pressure on state enterprises and even private companies to desist
from slashing jobs. State enterprises on their side have been used for
decades to the concept of »labour hoarding« - and the call for subsidies
if this becomes too costly - and do not see anything wrong in keeping
»unneeded« staff under conditions of low work activities.

Whereas the lower flexibility of employment reflects strong state
presence in labour relations the higher (downward) flexibility of wages
must be related to trade unions and their low capacities to resist. Trade
unions in the 1990s were unwilling or unable to resist wage reduction
and to secure a wage floor. This explanation however, leaves us still
guessing, why wages were going up faster than the GDP during the
boom years. Could this be linked to an improved labour demand which

4 The CPl in 1992 increased by more than 2,000 %. In many years, inflation rate was in the
range of 30-50 %.
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Figure 2: Changes in Real Wages and GDP 1990-2015
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allowed trade unions to engage in strong collective bargaining and
support their calls for high wage increases with the use of collective
action?

3. Wage Development and Collective Action

Indicators for the behavior of trade unions in wage bargaining can be
won from statistics on labour conflicts. Official strike figures in the
period 1990-2015 show two disparate faces: During the 1990ies, a
high number of work stoppages occurred, culminating in some 17.000
strikes in 1997. The years from 2000 onwards, with the exception of
2004 and 2005, provide a contrasting picture. Collective action as a
weapon for struggling for members’ interest has largely become absent
(figure 3).

The numbers of strike incidences in the 1990ies loose some of its
vibrancy, when the figures on participants are added. The 17.000 work
stoppages in 1997 saw only some 900.000 workers or 1,3% of the total
labour force joining collective actions. Huge differences in the occur-
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Figure 3: Strike Incidences in Russia: 1990-2015
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rence of work stoppages between the first and second decade and the
general low number of strike participation need some explanation.
Why were work stoppages prominent in the mid of the 1990s? Which
sector was in the lead? The first guess could point to union actions dur-
ing the early transformation years to prevent restructuring of the econ-
omy and in particular, the privatization of state companies. A high pres-
ence of strikes in mining and industry would then to be expected. Table
1 compares incidences of work stoppages between two sectors which
are important to understand labour dynamics of the 1990s, namely min-
ing/industry and education. The statistics are indeed revealing. There
is an extremely strong prominence of education as an arena for labour
conflict. Indeed, in both decades (1990-1999; 2000-2009) the education
sector accounted for more than 90% of total registered collective ac-
tions. The producing sectors of mining and manufacturing, thought to
be the battle ground for trade unions if they hoped to insert their views
on economic policies, is a far distance behind. In 1990, still during Pere-
stroika, miners were still in the front, as they were in the two previous
years. Thereafter, militancy in mining and manufacturing died down
and during the whole of the 1990s, a mere 3,6% of collective action em-
anated from there.
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Table 1: Strike Incidences according to Sectors in Russia 1990-2009

Number of

Mining/

strikes Industry el
1990 260 199 7
1991 1,755 324 1,177
1992 6,273 63 4,929
1993 264 176 0
1994 514 209 279
1995 8,856 220 8,555
1996 8,278 527 7,396
1997 17,007 272 15,610
1998 11,162 228 10,587
1999 7,285 21 7,131
1990-1999 100 % 3.63% 90.30 %
2000 817 7 789
2001 291 4 280
2002 80 2 59
2003 67 4 46
2004 5,933 4 5,658
2005 2,575 1 2,478
2006 8 3 0
2007 7 3 0
2008 4 1 0
2009 1 1 0
2000-2009 100 % 0,31% 95,17 %

Source: Rosstat.
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The key battle field for labour conflicts in the 1990s was not on trans-
formation policies but on the non-payment of wages. Arrears in sala-
ries cumulating into several month pay became a massive labour prac-
tice between 1996 and 1998 (figure 4). While it happened in the private
economy as well, the public sector was affected particularly and it was
mostly teachers and health personnel who went on strike to demand
payment. This lies behind the »high« number of strikes in education
which also comes down to a counting procedure. Instead of counting
a national action as a single strike, each work stoppage in a school is
counted as an incidence of its own.”> When central government finally
enacted payments to ministries and the regions, and authorities settled
on most of the arrears, the number of strikes faded.

From the statistics we can conclude that the 1990ies was not a pe-
riod when Russian trade unions subscribed to collective action as a
means of defending rights. Leaving education and health sectors aside
an average of 154,000 workers or a mere 0,23 % of the workforce went
annually on strike despite the fact that wages lost 65% of their value.
Trade Unions did not stand up against the tide of wage collapse nor
did they act against the privatization of state companies or the restruc-
turing of enterprise. Individual cases notwithstanding, the overall pic-
ture is a landscape with unions in non-acting mood. In many cases,
they even accepted illegal practices by employers as a »fate of the day«.
Only labour in education and health showed some resistance to wage
deterioration.

The picture of »non-pressing unions’ is confirmed for the period af-
ter 2000. Wages picked up without support from collective action. The
crisis of 2008-2009 found unions in a dormant mode and not a single
work stoppage occurred. From the official strike statistics we can con-
clude, that wage development in Russia in no regards can be related to
militant unionism.

The low level of strike incidence after 2000 is certainly related to
the enactment of a new restrictive Labor Code in 2001. While it did not
fully outlaw the right to strike it made the use of it so cumbersome that

5 »Leaders of the Trade Union of Science and Education Workers reported that 437,000 teach-
ers, about a tenth of the total, took part in strike action (Jan 1996 — RT). Educational estab-
lishments were affected in 66 of Russia’s 89 administrative regions. In numerous cities, edu-
cation and science workers demonstrated outside government offices.« Green left weekly,
Russian teachers strike for wage pay-out, Wednesday, January 29, 1997.
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Figure 4: Wage Arrears deflated by CPI, 1992-2010 (March 1992 CPI=100)
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Source: Gimpelson and Kapeliushnikov 2011: 33.

trade unions were hardly able to cross the threshold, anymore. Since
2001 and with the legal amendments which followed in later years, Rus-
sia has not de jure but de facto put in place a ban on strikes, allowing
authorities to confront strike instigators with the penal code.

The »cyclicality« or better »non-cyclicality« of strike patterns in Rus-
sia should be mentioned here as well. Russia appears not to follow the
mostly »pro-cyclical« strike pattern in many OECD countries where
trade unions usually become more offensive during times of economic
upswings.” The statement stands that the bargaining position of unions
usually improves, when labour shortages arise and enterprises can for-
ward higher wage costs to consumers with some ease. This »pro-cycli-
cal« strike pattern can hardly be discerned in the case of Russia, if we
rely on official statistics. Here, the argument to the benefits of strikes
could equally be turned around. One may claim that when the econo-
my turned into upswing after 1999, wages even moved ahead and were
growing faster than the GDP (figure 2). Why going on strike when the
wage benefits are provided anyway. The causes for labour conflicts thus
evaporate.

6 Seeas well Traub-Merz and Gerasimova, in this volume.

7 Seeon thisissue in particular: Greene and Robertson 2009.
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Two more arguments should be added to this debate on labour con-
flicts and wage dynamics. The first deals with the reliance of official
strike records. When the labour law inserted sever legal restrictions on
strikes after 2001, workers began to express their grievances outside
officially provided channels which are not recorded in official statistics
anymore. Russia experienced what is the case in other countries, which
implement overregulated procedures in conflict resolution: workers ac-
tivism is not prevented but becomes informal and in a legal sense ille-
gal. The Center for Labour and Social Rights (CLSR 2016) has started
to document informal labour protests since 2008 from were some con-
clusions can be drawn, the most important of which is that the overall
picture is not changing fundamentally. An annual number of 300-400
conflicts does not catapult labour protests to a level where it would
qualify for a designation as »pro-cyclical«. And the figures are certainly
too low to see in them a significant driving force for the high wage ad-
justments after 1999.

But there is a second point which deserves to be mentioned here.
Hitherto, we have worked with the assumptions that strikes are ini-
tiated by trade unions and strike incidences are indicators for union
militancy. This is however mostly not the case in Russia. The CLSR
survey points to the fact that were labour protests occur, trade un-
ions are usually not in the forefront. Conflicts are usually initiated by
workers grassroots activism with unions moving into protests only
later (if at all) and trying to gain a role as arbitrators, which call both
sides, the management and the workers to compromise. This divide
between unions and labour protests can not only be argued from a
fear of joining illegal protests. Even the strikes of the 1990ies were
mostly not initiated by workers but were spontaneous grassroots
actions and unions, in particular those linked to the FNPR, played
more a role of preventing the scaling-up of labour protests than of
using them for the improvement of the workers lot.® Strike statistics
in Russia lastly reflect more the militancy of labour at the grassroots
and not the behavior of trade unions, in particular the FNPR and its
affiliates which have remained in the tradition of the Soviet Union and
see themselves more as an arbiter than a party in conflictive labour
relations.

8 See Traub-Merz and Gerasimova in this volume. See also: Robertson 2011.
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Table 2: Composition of Wage Bill, 1995-2009

Tariff Regional Ext.ra payments, Other
allowances premiums & bonuses payments
1995 53.0 15.8 28.2 3.0
1998 52.4 14.9 27.3 5.4
2000 49.2 15.1 32.7 3.0
2002 50.1 14.1 32.9 2.9
2005 47.8 14.2 35.1 2.9
2007 49.2 12.1 35.6 3.2
2009 52.5 11.4 333 2.9

Source: Gimpelson and Kabeljushnikov 2011: 8.

4. \Wage Bargaining at Enterprise Level:
the Two-tiers Wage System

The Russian wage system is based on a two-tier system: the first tier is
fixed in labour contracts while a second tier consists of flexible compo-
nents of premium, bonus and extra payments. This second tier is con-
siderable large and can make up a third of the national wage bill (see
table 2). For certain sectors, it is even higher (Gimpelson and Kapeljush-
nikov 2011: 8)

This second tier is not an invention of the new market economy of
Russia but an inheritance of the Soviet Union as well. In addition to the
standard wage payments which were fixed in the national wage tables
of Gosplan, companies then were granted some space for maneuvering
in producing above the given quota and sharing some of the additional
output between management and employees. The second tier then and
now fluctuates according to the business condition of the enterprise
and provides the management with a lot of discretionary power to the
variable wage component.

Linking a significant proportion of the wage to the performance of
a firm has two consequences: it makes the employees sharing the risk of
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the markets without becoming co-owners and it allows management to
adjust wage bills without taking into consideration protection clauses
of labour contracts or collective bargaining agreements. Such practice
automatically circumvents trade unions. Trade Unions which want to
have an impact on wage development instead of leaving it to market
forces or the management should try hard to reduce variable wage com-
ponents and instead, increase fixed parts which fall within their role in
setting wages. Unfortunately, we do not have figures to compare the
size of the flexible wage components in organized and non-organized
enterprises. However, the national tendency of an increase of the var-
iable elements of premiums and bonuses between 1995 and 2009 indi-
cates again that trade unions were unable or unwilling to stand against
the liberalization of wage fixing and to turn wage policies of public and
private employers into a union co-determined arena.

5. Wage Bargaining and Minimum Wage Fixing:
the Regional Approach

Minimum wage (MW) policy by the state is another policy which em-
anated from the Soviet Union and was continued into the 1990s. Con-
necting to the previous practice, the country applied a national uniform
minimum wage which was modified with regional coefficients to reflect
adverse climate conditions and the need of low-populated areas to at-
tract additional labour supply. The modifications for regions were set
by the center.

In 2007 Russia moved from a MW wage fixing machinery under cen-
tral state dominance (Government proposes, Parliament adopts) to a
new model with two major amendments:

(1) afederal tripartite commission received the task to first recommend
on MW adjustments before Government would agree and forward
the joint proposal to parliament for legislation. In its practical oper-
ation this insertion of tripartite consultation is not a dramatic turn
away from the past as the Government remains free to accept joint
proposals and is unlikely to do so, when its own representatives in
the tripartite body vote against recommendations by unions and
private sector employers.
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(2) The MW fixing was split into a two-tier approach. Whereas the
center still fixed a national-wide minimum, the relevance of re-
gional coefficients was reduced and instead, the regions were given
the liberty to top the national minimum with a regional minimum.
The fixing of the »additional« regional minimum is done via tripar-
tite negotiations. After the social partners reached consensus - no
majority vote is accepted - the administration announces the new
level.

One may argue that the second layer, the regional mechanism, has
greatly enhanced the negotiation role of the trade unions (their regional
structures) for three reasons: (a) in many regions no regional employers
association exist and negotiations on MW adjustment comes down to
bilateral agreements between trade unions and regional government;
(b) while the national minimum may be too low to act as a wage floor,
the supplement with a regional minimum may move the lowest wage
level closer to the average wage and thereby, helps to contain the wage
spread; (c) no legislature is needed for adoption.

How did trade unions impact on the setting of the MW fixing? The
national MW received a legal anchor in the Labour Code of 2002 which
put the MW at »not lower than the subsistence minimum« (Art. 15). The
»subsistence minimum« in Russia is seen as poverty line which implies
that according to the Labor Code, the MW should at least prevent the
emergence of a working poor even in cases of economic crisis. Howev-
er, the same legislation states that the operational implementation of
the MW clause shall be left to a special legal act which however, since
today has not seen the light of the day.

If we compare the national MW to the national subsistence minimum
and the national average wage a devastating picture arises (figure 5).
The MW did not reach the subsistence level in a single year. In the 1990s,
the MW was fixed at levels which were 4 or 5 times below the pover-
ty line. 2009 saw a significant increase to 84% (see below), but even
then, the Government stayed short of what had been agreed in the Labor
Code. Thereafter, the MW was on a downward path again.

9  Art. 133, Labor Code 2002. »The minimum wage amount is established simultaneously on the
whole territory of the Russian Federation by the federal law and it cannot be lower than the
amount of the cost of living of an able-bodied person.« An English version of the Labor Code
2002 is available at: http://www.ilo.org/dyn/natlex/docs/WEBTEXT/60535/65252/E0TRUSO1.htm.
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Figure 5: National Minimum Wage as % of National Subsistence Level
and Average Wages 1992-2016
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Source: Rosstat.

If we take the Kaitz-Index (MW/average wage) of 40 % and higher as
alevel from where the MW exerts a dampening effect on wage inequal-
ity, the Russian labour market falls short on this account as well. In the
1990s, the Kaitz index nosedived from 13 % (1992) to a dismal 5% (2000).
Clearly, when the MW falls faster than the average wage, a trap door
opens, no wage floor exists anymore and the wage spread increases.
The MW recovery in the 2000s was rather limited and the highest point
of »its climb« is to 23% only, significantly below from where the MW
becomes relevant to the general wage trend.

Why were MWs set at levels were no employee could survive
from such a dismal salary? Pay statistics show that between 1996 and
2005, only around 2% of all workers mostly from the public sector
received a salary at this minimum. A key reason for fixing the MW so
low was its link to the Unified Tariff Scale (UTS) which was used for
all government levels (federal, regional and municipal). As the UTS
was built into a tightly linked wage grade system, any increase at the
bottom implied a similar raise at all higher groups (Lukiyanova and
Vishnevskaya 2015: 11). Consequently, ministers of budget affairs kept
ministers of Labour advising to set the MW at the lowest possible
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minimum. MW policy was thus the strategy to deteriorate pay in the
public sector.

2009 was a special year in that the MW was doubled in one stroke
and a large group of public employees received substantive salary in-
creases. But even this remarkable occasion in the Russian history can-
not be referred to a strong trade union bargaining engagement; it hap-
pened in the midst of the global financial crisis and reflects the Russian
government’s commitment and its membership to the newly founded
G20 which during its first summit in November 2008 in Washington had
agreed to save the global economy from imminent collapse with a coor-
dinated stimulus package to bolster aggregate demand. This historical-
ly unique intervention in Russia did indeed prevent average wages from
declining more than the factual 3,6 % at a time, when the GDP dropped
by 7,8 %. The salary push in the public sector was instrumental to keep
poverty from increasing during the crisis years. When the »G20 rescue
action« ended and public debt returned as a global concern MWs in
Russia started to decline again.

The second reason for setting national MWs low emanates from
large regional differences in economic development. A Kaitz-index of
say 20 % will increase to 40 % or more in regions where the average
pay is only half of the national average or lower. It therefore makes
sense to set a national MW at a fairly low level and to allow regions
to top it up according to their specific conditions. And here trade
unions have a stronger say insofar as the MW fixing is done through
negotiations.

Not much research has been done on the economic realities of re-
gional MW setting. The few studies come to the conclusions:

« Federal employees posted to the regions are excluded from receiv-
ing a regional mark up on MW;

e The number of concluded regional MW agreements varies ac-
cording to the gap between national and regional average. When
regions have a lower regional average wage they shy away from
topping up on the national MW. Where the regional wage level is
above the national average (Moscow, St. Petersburg, regions with
resources for exports), more regional MW agreements are con-
cluded.
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o When the national Kaitz-index goes up, the number of regional MW
agreements decline, and vice versa.

o Hardly any region implements a regional MW with a policy for com-
prehensive coverage. In many cases, the regional MW applies only
to the private sector, making the whole exercise »largely populist
because the majority of low-paid employees work in the public sec-
tor« (Lukiyanova and Vishenvskaya 2015: 25).

o The overall effect of regional MW settings is modest. In 2013, the
regional unweighted average Kaitz ratio was 24 % (Likiyanova and
Vishenvskaya 2015: 19), compared to the national ratio of 17%. 25%
appears to be the orientation line for rather prosperous regions such
as Moscow and St. Petersburg, as well (Gerasimova and Bolsheva
2015: 338).

While it may be true that the reform of 2007 and the establishment of
a two-tier approach for setting the rates had some positive effects. But
even when both components are taken together the MW still remains
far below the poverty threshold and does not act as a solid anchor
for wages. No matter how strong trade unions may have argued and
»pressed« for higher minimum wages behind doors in so-called negoti-
ation rounds. Success was not on their side. Important in this context:
public demonstrations, campaigns, and member mobilization as means
to threaten the other side and win concessions were not part of their
strategy. Their role in MW fixing may best be called »begging in vain«.

6. Public Sector-led Wage Growth after 2000

A look at differences in sectoral wage increases sheds more light on
wage dynamics in Russia. When oil revenue began to fill public coffers
state policies assured that wage increases in the public sector (public
administration, education and health) were increased faster than the
private sector (table 3). Having lost touch to private sector development
in the 1990s, the public sector started a catch-up after 2000.

Table 3 discloses two trends. As shown earlier, the general wage lev-
el was lifted above the growth rates of the GDP. But more important in
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Table 3: Index of Real Wage Growth by Sector (2000 = 100)

Sectors 2000-2008 2000-2014
Agriculture 329 430
E\iﬂr:gll.ngift&l\/gr;::)ral Extraction 214 240
Manufacturing 259 300
Construction 269 269
Transport & Communication 246 278
Education 349 501
Health 374 489
All Sectors 297 353
Growth of GDP (real) 216 257

Source: Wage figures from Rosstat; GDP and Inflation from Bank of Finland (BOFIT Russia Statistics);
authors calculation.

the context here is the fact, that the state controlled sectors (public ad-
ministration, education, health) witnessed wage increases substantially
above those which the private economy, in particular manufacturing,
construction and transport & communication'® was ready to pay. Av-
erage wages in education and health in 2014 were still some 20 % be-
low the national wage level. But the large increases since 2000 allowed
them to halve this gap.

In terms of wage adjustments the public sector was clearly in the
lead and the private sector had to follow. This public sector wage pull
pushed even private sector wage increases above productivity develop-
ment and increased unit labor costs (ULC). But as Russian companies
did not compete on international markets with manufactured goods,
the growing ULC had no effect on export potentials.

10 There are state enterprises in all three sectors but the private economy prevails here.
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Wage increases in the public sector ahead of the private economy
can only be explained with political factors. The key political project
in the aftermath of 1999-2000 was to stabilize the workability of the
state machinery and to regain legitimacy for the new electoral regime
under President Putin. Pushing wages above productivity increases cer-
tainly helped. Wage policies after 2000 were primarily a power secur-
ing strategy for the Putin regime and certainly not a high wage growth
strategy, driven by trade unions. And it could continue as long as the oil
bonanza lasted.

7. The New Crisis of 2014-2016

A paltry 1,3% growth of the GDP in 2013 had already send strong signals
of the end of the economic upswing when the oil price decline struck
from the mid-2014 onward, aggravated by financial sanctions imposed
by the West on Russia for its Ukraine politics. Since then, the Russian
economy meanders between stagnation and recession with no clear
sign, when recovery may set in again. The crisis is still in the stage of
unfolding and many parameters remain unclear, in particular to the
question, if government is implementing a new economic policy con-
cept linked to import substitution and domestic market development or
merely sitting it out and waiting for oil prices to rebounce. Some effects
on wages and employment are however already discernible:

In 2015 GDP went down by 3,7%, real wages by 9,1% and employ-
ment by about 2%; quite clearly, the labour market retreated into its
»traditional« adjustment modus again, wages bear the brunt while em-
ployment security remains the key concern.

Having managed a successful wages and employment policy in
2008-2009, the question arises why a similar strategy was not imple-
mented this time again. Not only did government accept that the min-
imum wage (in real terms) declined even more than the general wage
level, pensions which were indexed to the inflation rate were allowed
to deteriorate as well. The argument of securing regime legitimacy
through improving safety nets and wage levels appear not to hold any-
more in this new crisis.

The reason for not copying the 2009-intervention is best explained
by the nature of the new crisis. It is multifaceted, as it is linked to low
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investment into the modernization of enterprises, a demand slump,
with no clear signal after three years, that rising oil prices will set
in and a (foreign) political issue, which prevents Russian companies
from accessing capital markets in the West. A demand-led strategy
may not work before new capacities from import-substitution have
been built.

The crisis strategy in 2015 was built on prioritizing the survival of
state companies to the interests of employees. State companies includ-
ing banks had taken huge loans from capital markets in the West which
cumulated to more than 600 billion US dollars in 2014. Instead of using
foreign currency reserves built up in sovereign funds for securing wage
levels, funds were provided to large state companies to repay foreign
debts." Social policy had to retreat behind financial requirements to
keep state enterprises in business.

And trade unions? Not to be seen in acting against wage decline. In
political discussions, trade union representatives of FNPR, during 2015
still belittled the wage crisis as being much smaller than in 2009 even
though the downward pressure was three times stronger. The regime
called on trade unions and company management to give priority to
employment security and to accept wage cuts.

8. Summary

Russian trade unions according to their own figures today still claim a
membership of some 20 million and a union density of 30 % if related to
the total labor force. If the informal and small scale sector is excluded
as employment conditions here are very unfavorable to union organiz-
ing activities as in any country, the density in Russia is likely to balloon
to 80% and more for the large scale sector. Surveys on the spread of
collective bargaining are not available but an ILO guess puts coverage
at some 32% (ILO 2015: 2).

While high union density and bargaining coverage are indicators to
assume a strong role of trade unions in determining industrial relations
and influencing wage setting, this is hardly the case in Russia. Real wag-
es have witnessed a yoyo-ride since transition set-in from a planned

11 Foreign debt of the enterprise sector declined by some 300 billion US dollars in 2014 and 2015.



230 Rudolf Traub-Merz

to a market economy and they have »outclassed« GDP-development by
far on both, the negative and the positive side. Nothing like a produc-
tivity-oriented wage policy has been in place at any time. During the
transition crisis of the 1990s, neither trade unions nor the government
were able or interested to set a wage floor. In the absence of institution-
al factors to moderate the downward trend, wages plummeted by 65 %
below their value in 1990.

The recovery after 1999 lifted wages beyond the growth rates of the
GDP in nearly every year. But this »wage jump« was not due to the ac-
tions of trade unions which were using the momentum of the economic
upswing for an offensive labour struggle against employers but rather
the regime’s wage policy, which lifted public sector salaries to higher
levels, forcing private employers to follow with some distance. This is
not to say that trade unions did not play any role in this game. The
largest umbrella body, FNPR, which presents some 90% of organized
employees is engaged in parliamentary lobby work through an elec-
tion alliance with »united Russia«, the leading supporter of President
Putin in the Duma. But no »bargaining« occurred in the public sector
which could attest to any relevance of unions in wage setting. Above
all, FNPR in more than a decade never mobilized members for a cam-
paign in higher wages through the means of demonstrations, boycotts
or strikes."” The overall result of our macro-economic analysis speaks a
clear language: Whether economic boom or crisis, Russian trade unions
cannot be seen as a relevant factor in wage setting.

A vote of warning should be added to this general gloomy picture
of trade unions in Russia. A trade union premium in enterprise level
bargaining can only be established through micro-economy compari-
sons of wage levels between unionized and non-unionized enterprises
as well as by longitudinal analysis of labour struggles in single compa-
nies. There were indeed exceptions »to this rule of union non-relevance
in wage setting« in the private economy were alternative unions made
some gains in foreign owned enterprises, in particular the automotive

12 Working merely through the means of dialogue and engaging in meetings behind closed
doors does not even convince members as successful strategies for gaining influence. Opin-
ion polls on the trust of the general population and members on trade unions constantly
confirm: trade unions are seen as important for the protection of social rights but Russian
trade unions are not trusted. The figures of the WIZOM poll in 2008: 84 % expect trade un-
ions to defend the right of employees but only 4% of employees contact unions, when they
see their rights violated (Russland-analysen 2009: 22-28).
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industry. Here, organized labour has certainly set its marks in labour
relations and improved working conditions for the workforce.” The
question however remains as to the extent to which single success sto-
ries were able to trigger similar developments in the whole sector or
even crossing into others. For the automotive sector, the union achieve-
ments proofed to be temporary, when the economic crisis which set in
2014 hit the sector hardest.

It is astonishing that in a large economy of the kind of Russia no
single study of some magnitude has been done in more than a decade to
look into issues of wage bargaining. Industrial relations research cur-
rently is at a low. As long as we do not get sufficient evidence from a
significant number of enterprise level studies, we depend on sectoral
and macro-economic wage analysis to conclude on trade union impact
in wage setting. And from these sources it has to be concluded that
trade union influence in wage setting beyond some exceptions cannot
be detected. Wage development in Russia takes places as interplay be-
tween market forces and regime policies with trade unions being largely
onlookers.
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Trade Unions in Ukraine: History, Structure
and Challenges of Workers’ Representation

Rudolf Traub-Merz and Lyudmyla Volynets

1. Introduction

Ukraine is a young nation-state brought into being by the declaration of
independence on 24 August 1991." Release from Soviet control and the
pursuit of its own development path have been fraught with difficulties as
the country faced a three-fold transition: to shift from a command econ-
omy to a market economy, to create the pluralistic basis for a democratic
polity and to consolidate its fragile territorial independence in its own
nation-state. Reconciling these »development challenges« from the in-
ception proved hard in view of a society with weak or no civil structures
and without a new political class at hand to lead the way into the future.
In the general political enthusiasm for independence nationalism was
framed on »territorial integrity« putting economic value creation into a
second priority. Institutional restructuring of the economic system was
slowed down, allowing the former Soviet nomenclature to survive almost
intact and take up the levers of power once more. Under the conditions
of political pluralism the nomenclature however, ceased to act as a united
political class. The country continuously faced serious problems of both
levels of separation of powers: between the Rada parliament and the pres-
idency and between the centre and local structures, which caused fre-
quent changes of government (seven governments in the first six years).

1 Apart from the brief period between 1917 and 1922, when the region was temporarily re-
leased from the Tsarist Empire, before being re-integrated in the Soviet Union by the Red
Army as a socialist republic, Ukraine had never enjoyed political autonomy. From 1918 to
1939 western Ukraine was Polish, but integrated in the Soviet Union after the Second World
War. There was sporadic resistance to Soviet rule in western Ukraine up to 1947.
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Ukraine has developed politically as something between a democ-
racy and an autocracy (Franzen et al. 2005: 33). Whereas a pluralistic
institutional framework has been established, a corresponding plural-
istic culture lags behind and office holders have frequently used illegal
means to avoid replacement in elections. Over the years Ukraine has
experienced serious civil rights violations, including murders, attacks
and the intimidation of journalists, members of the political opposition
and independent trade unions.

To date, hopes of economic prosperity and social security have not
been fulfilled either. Ukraine is the worst economic performer* among
the former Soviet republics; today its GDP is well below its starting
level. With the miners’ strike (1993-98), the »Orange revolution« (2004)
and EuroMaidan (2013-2014) the country has experienced three major
political conflicts in which civil society groups called for a change of
course and brought about change of government. There was no fun-
damental realignment of the political economy, however. The interfer-
ence of external forces exacerbated domestic tensions and led to armed
clashes. With the annexation of the Crimea by Russia in 2014 and the
military conflict over eastern Ukraine the country became a bone of
contention between Russia and the West. Ukraine’s development faces
arocky road ahead.

Ukrainian trade unions were in the vanguard of developments only
in the early years of independence. They soon split into a conservative
majority tendency committed to the Soviet legacy and new radical asso-
ciations, which tried to organize workers as an autonomous force. The
rivalry prevented them from providing a counterforce to oligarch dom-
ination. The trade unions were not only victims of the economic and
social crisis. The leaders of the conservative majority line by and large
accepted a peace accord trading a waiver on resistance against antiso-
cial reforms for political protection and organisational self-preserva-
tion. In putting themselves at the disposal of the ruling elite mobilising
members and struggling for a change in economic and social direction
became a secondary interest - at best.

The chapter begins (Section 1) with a short overview of Ukraine’s
transformation into a semi-privatised market economy in which the
separation between political office and private entrepreneurship large-

2 Depending on the year in question, Moldavia and Ukraine contest last place.
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ly failed and an oligarchy became dominant. Thereafter (Section 2), it
discusses the formative processes of the Ukrainian trade unions and
their transition to pluralism, followed by an analysis of the emergence
of rivalries and causes of conflicts between them (Section 3). In Section
4, the analysis focuses on collective bargaining and considers the extent
to which trade unions were a factor in determining fluctuating wage
levels. The ways in which the unions managed their political relations
and their consequences are shown in Section 5. Finally, in Section 6,
the chapter looks at new legal and economic trends that may become
important for the future of trade unions under conditions of territorial
uncertainty, empty state coffers and pressure from foreign donors for
an austerity programme.

2. Ukraine’s Transition from Command to Market
Economy - For the Benefit of Oligarchs

The restructuring from a command economy to a market economy took
place under trying circumstances. The turmoil of Russian reforms cre-
ated havoc in export sectors and financial markets of the country and
Ukraine had to cut its economy off from the rouble zone and create its
own currency,® although only after Russian hyperinflation had already
afflicted Ukrainian markets.

Economic reforms were enacted in an erratic manner. They focused
first on liberalisation of prices and trade in goods, while many econom-
ic activities initially remained under the control of the state. Just like its
Russian neighbour, Ukraine tumbled into a hyperinflation with price
increases of 2000 per cent in 1992.

The privatisation of state-owned enterprises* happened in two
phases (for example, Aslund 2002). During (mostly) voucher privatisa-
tion (1994-1996), managers of state enterprises® and former party cad-

3 Ukraine first introduced a transitional currency the karbovanets und then in September 1996
shifted to the hryvnia.

4  Eventhough laws to that effect had been passed in the spring of 1992 the programme, after
an initial launch, was halted due to the resistance of politicians and the lobbying of »red«
directors.

5 A majority of »red directors« were first against privatisation (see footnote 3) but later came
to support it. »The evolution of the >red directors< lobby could be readily seen by 1995-1996,
by which time it had given its support to astate directed transition« (Kuzio 1998: 25).
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Figure 1: Private Sector Share in GDP in Ukraine
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res who had amassed wealth in the first years of trade and price liberal-
ization by then had moved into strategic business positions and seized
control of newly privatized enterprises. The second phase of privatiza-
tion (2000-2002) saw the selling of public property to strategic inves-
tors, mostly wealthy locals who had amassed wealth in previous years.

The new owners of state companies turned into oligarchs, merged
business interests with political office, organized bottlenecks in access
to information and markets and had their primary business aim in seek-
ing economic rents.® These reforms for »markets without competition«
did not transition Ukraine into a competitive capitalist economy with
political office separated from private entrepreneurship. Instead, the

6 Information on the entrepreneurial activities of MPs was made public on 20 April 2000: »364
People’s Deputies of Ukraine receive official income from commercial structures. Parliamen-
tarians head 202 enterprises and are founders of 473. Overall, People’s Deputies have a di-
rect or indirect relation to the economic activities of 3,105 enterprises«, Razumkov Center
(2002). The most serious predatory enrichment has been in the energy sector, where over
the years different oligarchs have captured huge rents from highly subsidized gas prizes. The
gas business was possibly the most lucrative of all. Aslund calculates for recent years that
»people close to Yanukovych [when he was president — author’s note] thus made a fortune
of some 2.5 billion US dollars a year« (Aslund 2014: 5).
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country was transformed into an economy in which oligarchs use polit-
ical office for private ends.”

Despite the jostling for pieces of it, the state economy was only
»half« turned over to private control. Strong forces in the Rada, in par-
ticular from the communist faction and in circles of the bureaucracy
and state enterprise management, stood up against specific privatiza-
tion projects. With a share of 60 per cent of GDP (figure 1), the private
sector in Ukraine remains smaller than in other »transitioning econo-
mies«, where its share is usually around 70-75 per cent. This is more
pronounced for the large-scale sector, where the Ukrainian state still
may have ownership of 50 per cent or more of enterprises.

3. Trade Unions: Transition to Pluralism?
3.1 From Soviet Urkprofrada to FPU

At the onset of the transition process, the Ukrainian branch of the
AUCCTU?, Ukrprofrada, existed as a monopolistic trade union asso-
ciation with a total membership of 26.6 million. In addition to nearly
100 per cent of all workers and students, membership included min-
istry heads and employers (heads of enterprises, organisations, min-
istries and agencies).”” This expressed the Soviet understanding of a
labour collective as all-embracing and including representatives of the
top management. In addition to trade unions with their own Ukrainian

7 The inequality that evolved from dismantling the command economy was even more pro-
nounced than in Russia, which is usually taken as an already extreme case of private en-
richment during transition. For 2008, it was found that »the total worth of the wealthiest
50 Ukrainians is 112.7 billion US dollars, as much as two annual Ukrainian state budgets«
(Kuzio 2008).

8  This section on pluralism deals with FPU and independent or alternative trade unions only
and ignores a special group of yellow unions were managers and unionists at company level
have continued the former »socialist alliance« but stay outside of FPU. While they influence
industrial relations at plant level they play no importance beyond.

9 The Soviet AUCCTU (All Union Central Council of Trade Unions) was subdivided into regional
chapters, including the Ukrainian Republican Council of Trade Unions (Urkprofrada). Urkpro-
fada included 19 trade unions, embracing workers of the enterprises subordinated usually to
republican ministries and agencies.

10 The legal term »employer« had been absent in Ukraine until 1998 when the Law of Ukraine
on Employers’ Organisations was passed; later, it was clarified in the Law of Ukraine on Em-
ployers’ Organisations and Their Associations (2012).
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chapter, a number of sectors (particularly in the military and defence
complex, railways and others) had no local union presence but were
organised in central trade union committees in Moscow.

On 6 October 1990 Urkprofada held its constituent congress and
adopted the Declaration on the establishment of the Federation of Inde-
pendent Trade Unions of Ukraine (originally called FNPU and re-named
two years later the Federation of Trade Unions - FPU). The FPU an-
nounced its secession from the AUCCTU and proclaimed its independ-
ence from public authorities, parties and party movements. It replaced
the doctrine of being the »school of communism« with its new motto
of protecting the socio-economic rights and interests of Ukrainian citi-
zens (Federation of Trade Unions of Ukraine 2002: 574).

The restructuring happened in bits and pieces and lacked direc-
tion. Extraordinary congresses had to be called and there were con-
stant changes in the leadership, sometimes triggered by public pres-
sure. During the second (extraordinary) congress (21 November 1992)
the FPU came up with its first political document - the Programme of
Trade Unions of Ukraine - which outlined the new strategic foundation
for trade unions: Separation from the state which was called »degov-
ernmentalisation« of trade unions and cooperation with the state on
parity terms; the end to democratic centralism; and a move to interest
politics including collective bargaining.

Calling itself its legal successor, FPU transferred to it all the fixed
assets and property handed over to Ukrprofrada by the Soviet state
(amounting to approximately 3 billion dollars). Thus, FPU became one
of the richest collective property owners in the country (Budzan 2002;
Shangina 2001).

Giving up on democratic centralism changed the organizational fab-
ric and empowered lower layers of unions. Candidates for leadership
posts could no more bet on the intervention of the Communist Party
but had to canvass for votes and play to the interests of delegates from
sectoral, regional or large enterprise unions. The new voting power be-
came a key issue in setting up the new flow of finances. Delegates from
lower structures easily asserted their interest in retaining the majority
of collected funds at the primary level. With around 90 per cent of dues
outside their reach, the FPU became, on one hand, a suppliant for more
generous support from below and, on the other, became more dependent
on other sources for funding, such as income from asset management.
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The process of reforming the FPU was fraught with contradictions.
The leadership was not prepared to renounce the Soviet tradition of
organisationally embracing both, wage earners and employers making
the former understanding for labour-collective unionism to prevail. In-
stead of calling itself a workers” interest representative party, the FPU
clung on to the understanding of itself as referee between management
and employees in labour disputes. In the course of transformation only
small changes were made and in the end the apparatchiks were victori-
ous. Ukrprofrada’s top echelon managed to preserve itself, and neither
the staff nor the self-declared mandate of the new trade union centre
changed significantly.

3.2 From Strike Committees to New Trade Unions

Beyond the restructuring of Ukrprofrada a second departure in the for-
mation of trade unions emerged from workers” activities, which com-
menced in the late 1980s during Gorbachev’s perestroika. It evolved
from spontaneous protests and found organisational expression in
strike committees, which later developed into new bodies, which due
to its different origin may be called independent or alternative trade
unions. There was no law on trade unions at that time, so these new
structures formed independently from government or state influence
and acquired legitimacy and recognition through the scale of their col-
lective action. Membership consisted of workers only and no longer in-
cluded state officials or representatives of enterprise management. This
second phase of new Ukrainian unions from its inception formulated its
policies separately from the concerns of the state or enterprise man-
agement and subscribed to a conflict-based approach to representing
members’ interests. The Independent Trade Union of Ukrainian Miners
(NPGU) became the most outspoken of these new organisations and
was influential in forming new trade union policies in the first years
(see Section 4).

Structurally dispersed independent trade unions had been consol-
idated in the early 1990s and coordinated their activities in the Free
Trade Union Association (KVPU). As newly formed unions, however,
they lacked a common understanding of how to engage in politics as
a collective. Soon it became evident that a united vision of how this
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unionism should look and a clear decision on which strategy to pur-
sue were lacking. When some members mobilised for a general strike
in January 1994 »which aimed to oust the prime minister at the time«
(Volynets 2015: 117) others withdrew and thus ended the first period of
the KVPU. With some 90,000 members, the KVPU was reborn in 1998,
again with the NPGU as the driving force (Volynets 2015: 117-118). They
were joined by locomotive engineers, metro workers, pilots, aviation
dispatchers, textile workers and air engineers. Medical and education
workers followed later (see Casale 1999: 320-321).

3.3 Union Affiliation and Membership

Ukrainian trade unions, from the beginning, were confronted with two
challenges: competing unionism and an overall decline in membership.
Pluralism confronted enterprise as well as sectoral unions with sever-
al options: join or stay with the already existing FPU as an affiliate;
close ranks with other unions and build a new confederation; or stay on
your own and avoid membership of a national body. Issues of affiliation
were not restricted to the early years but have been going on ever since.
While larger unions showed some stability in standing by their early
decision on affiliation, the overall number of unions always changed
with the coming and going of small occupational trade unions, such
as the unions of football players, taxi drivers, sports trainers, circus
artists and even gambling business workers. »Trade union« was not a
legally protected trademark, as it were, and could easily be blurred in
terms of both name and essence, as happened in the case of the trade
unions of farmers and land-share owners, and even the entrepreneurs’
trade union.

While the large number of organisations" gives the impression of
significant fragmentation, a look at federations and confederations
with a national profile provides a different picture (see table 1 for
2012). There are just five federations or confederations with more than
150,000 members. Within this group the FPU is by far the dominant
force, claiming around 90 per cent of overall union membership.

11 As of 20 January 2015 177 all-Ukrainian trade unions and trade union associations were
registered with the State Registration Service of Ukraine.
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Table 1: Trade Union Membership in the Ukraine, 2012

Name Membership Affiliates
Federation of Trade Unions of 7,800,000 43 all-Ukrainian Branch unions, including:
Ukraine — FPU (1.1.2013) « 498,700: Mining & Metallurgy (1.1.2013)

» 319,700: Coal mining (1.1.2013)
« 1,960,200: Education & Science (1.1.2013)
« 1,072,000: Health (1.1.2013)

Federation of Transport Trade 735,242 Eight all-Ukrainian branch unions of which
Unions — FTTUU (21.9.2011) four also affiliated to FPU:
« 495,800: Railway Union (31.12.2012)

Confederation of Free Trade 181,600 10 all-Ukrainian branch unions:
Unions — KVPU (1.1.2012) » Mining/Railways/Transport
« Education/Health

Association of Autonomous 204,124 Eight all-Ukrainian branch unions:
Trade Unions — AATUU (27.4.2012) « Transport/Food & Processing Industries
« Science/Military

All-Ukrainian Trade Union and 153,562 Four all-Ukrainian branch unions
Trade Union Association »Unity« (20.4.2012) « Police/Prison
« Energy Sector/Seafarers

Others 1 million (estimate)
Total 9,5-10 million
(estimate)

Note: Includes only union structures with more than 150 000 members and a seat on the National
Tripartite Socio-Economic Council (NTSCC).

Notwithstanding the merits of the KVPU’s bottom-up organising ap-
proach, after restructuring the old Soviet approach retained its dom-
inance. The FPU did not just survive but managed to stay in the lead
organisationally.

Nevertheless, while keeping its dominance the FPU did suffer most
from membership losses. Starting with 26.5 million - which it inherited
by default - by 2012 it had lost nearly 70 per cent (an average loss of
700,000 each year).” Most of those who left did not transfer to other
organisations but renounced trade union membership completely. The
FPU losses are the decisive factor explaining the overall decline in trade
union membership to around 10 million members in 2012.

12 Figures on trade union membership for the year 2001 are given in Razumkov Centre (2001: 6).
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However, trade union membership of nine to ten million workers
is still significant. Taking out the informal sector, where trade union
membership is nil or negligible and calculating density only in reference
to formal sector workers, the share is some 40 per cent (table 2), higher
than in many Western countries. Ukrainian trade unions have managed
to remain the largest civil society organisations in the country and if
they can mobilise their membership they have the potential to strongly
influence social and industrial relations policies.

Table 2: Trade Union Density (formal sector; %)

Year Gross Union Density
1998 75.0
1999 73.2
2000 66.9
2001 63.5
2002 59.2
2003 54.6
2004 53.3
2005 50.6
2006 48.5
2007 45.8
2008 421

Note: Trade union members incl. students; percentage of workers.
Source: UNECE (2010: 220).
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4. Trade Union Rivalry and Labour Conflicts

Based on the differences with regard to the origin and establishment of
their organisations and their different approaches to conflict articula-
tion as a basis for worker interest representation, the two trade union
centres found themselves in competition, which manifested itself many
times in open conflict. Only later, especially after the bitter lessons of
Euromaidan (see Sections 5 and 6) did they establish some cooperation
on the national level. The use of the former Urkprofada assets and the
forms of involvement in collective bargaining were two arenas in which
the inter-union conflict expressed itself particularly.

4.1 Trade Union Assets —
A Bone of Contention from the Outset

There are no complete records on the annual revenues of trade unions
and it is not possible to establish a full picture of how Ukrainian unions
finance themselves. However, newly established unions did not have
other sources of finance than membership dues and international sup-
port, while the FPU was in a class of its own. Even though the Resolu-
tion of the Supreme Council of Ukraine of 4 February 1994 »On prop-
erty of all public organisations of the former Soviet Union« declared
such assets to be state property, the FPU managed to take control, not
sharing it with other unions.”® Income from property became a source
of union funding only for the FPU.

The acquired property became a bone of contention between the
FPU member organisations and other Ukrainian trade unions. First, it

13 In February 1990, there were some 957 assets owned by Soviet unions with a total value
(then) of 171.3 billion roubles (Zhukov: 151). »That included, initially, besides the many trade
union buildings, hotels, sanatoriums, children’s holiday camps and recreation homes, as well
as many buildings in the best tourist or inner city locations« (FES 2013: 5). In 2006, the FPU
appears still to have owned some 55 to 60 per cent of these inherited assets, including 18
enterprises and six joint stock companies. The FPU owned 25 per cent of all sanatoriums
in Crimea and further assets included: construction boards, design institutes, higher and
specialised upper secondary schools, industrial complexes and printing houses, with an esti-
mated commercial value of USD 3.8 billion (Zhukov 151).

14 The ITUC suggested to the FPU in 2005, as a condition of membership, that it reach agree-
ment on assets with the KVPU (FES 2013: 5). The application was received positively but no
arrangement has yet been reached between the two unions on assets.
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gave the FPU and its affiliates a huge financial and capacity (for exam-
ple, education facilities) advantage and provided the means to outdo
their union competitors; second, the assets provided a substitute for
coordinated policy or a common vision and could be used as plaster for
keeping members and affiliates united. Vouchers for discounted holi-
days in FPU tourist facilities or subsidised access to offices or education
facilities were a strong incentive for affiliates to stay with the FPU and
not to move to an alternate union centre with no resources.

Thirdly, it compromised the FPU’s legitimacy as an independent un-
ion. The legal ambiguity of its ownership claim made it vulnerable to
political influence from the state authorities, including law enforcement
bodies, which could at any time challenge the independent activities of
the Federation and its member organisations with the threat of »dis-
appropriation«.” By holding onto it, the FPU by choice put itself into a
dependent relationship with the government (Kovalenko 2006; Marte-
myanov 2011; Shangina 2001), giving away its right to radical criticism
or critical actions.

Other sources of finance included the administration of the social
fund, which until its replacement with new social insurance schemes
continued - as during Soviet times - to be administered by the »ma-
jority« unions, which nearly always were FPU affiliates. The unions re-
ceived a certain percentage of the funds they handled.”®

Again in keeping with the Soviet past, the trade union law of 1999
reintroduced a special wage tax for the benefit of unions. It made it
compulsory for employers to pay a sum of not less than 0.3 per cent of

15 The »property issue« indeed became an ever-accompanying factor in the relations between
the FPU and the government, as well as a continuous factor affecting the effectiveness of the
Federation’s leaders, its secretariat and all member organisations. The FPU later concluded
that it should not just hang on to its assets, but further expand into business activities. The
management of such business, as well as the work to defend its ownership against legal and
political challenges, consumed a large amount of its leaders’ time and energy. In 2011, an
internal FPU Presidium report on the activities of its enterprises and economic partnerships
concluded that »the FTUU [FPU-RT] structure does not meet the management needs of Ukr-
profozdorovnytsia and Ukrproftur holdings, whereas the procedures of preparing, consider-
ing and making decisions as regards the management of the Federation’s property take up
much of the time of the FPU leaders, all member organisations and office staff«.

16 »Practically until 2001 the main source of financing for member organisations of the FPU
was social insurance funds managed by trade unions, unlike independent trade unions. A
considerable share of those funds was used to cover the costs of staff wages, the upkeep of
facilities and acquiring union equipment. Incomplete data indicate that trade unions of the
FTU [FPU-RT] and the federation itself were using social insurance funds to cover between
60 and 70 per cent of their administrative expenses« (Zhukov 150).
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total wages to the unions, to be used for cultural, sports and other so-
cial activities. The sharing of these funds was not clearly regulated and
in multi-union enterprises the management had a strong say in deciding
which union to favour.

4.2 Trade Union Rivalry, Power Resources and the Unbroken
Hegemony of Traditional Unionism

The legal framework” that Ukraine established on the advice of the ILO
was a key requisite for collective bargaining. While it created a four-tier
system that allowed bargaining at national, sectoral, regional and com-
pany levels, it was the company level that mattered most. Here, unions
bargain not for members but for employees as a whole.'®

In multi-union enterprises, unions are requested to form a joint
bargaining chamber and to come up with a joint strategy. As deci-
sion-making is based on proportional representation, majority unions
are empowered to dominate smaller unions."” The model has an in-built
propensity to strengthen larger unions and even legally entitles them to
keep smaller rivals outside collective bargaining.?

Lyudmyla Volynets (2015) has shown that FPU and its affiliates used
union conflicts and its legal and economic power resources to remain the
dominant union force. »The denial of access to collective bargaining (...)
is precisely the strategy that RUCs [FPU unions - the Eds.] have pursued
in order to win inter-union conflicts« (Volynets 2015: 233). In a country in
which courts are not independent and pluralism cannot rely on protec-
tion from a corresponding legal culture, FPU majority unions are usually
able to exclude the »new radicals« from collective bargaining.*

17 Collective Agreements Law (1993; amended 1996, 1997, 2008).

18 Above enterprise level, unions bargain only for enterprises that are members of an employ-
ers’ association. A provision for extending a bargaining agreement to non-member compa-
nies across a sector was not included and indeed still does not exist.

19 If the combined membership of all unions is below 50 per cent, the bargaining right reverts
to the collective of employees, who decide how to proceed. It may pick a minority union or
set up its own bargaining committee.

20 If anenterprise union refuses to participate in a bargaining chamber due to its marginal role,
it forfeits the right to represent workers in collective bargaining.

21 Only in cases in which the traditional trade unions had few members and bargaining rights re-
verted to the workforce did alternative trade unions manage to engage in collective bargaining.
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Material resources, especially the recreation and leisure facilities that
are usually not in the ownership of enterprise trade unions, but rather
the branch, regional or national trade unions, although they can use
them, could be used as carrot and stick. Sending workers to recreation-
al establishments became a strong incentive for membership and a sub-
stantial threat to those wanting to leave (Volynets 2015: 229ff). Leisure
activities and discounted holidays were thus set against more vigorous
bargaining for higher wages and a significant number of workers tried
to take advantage of both. They supported alternative unions in times
of conflict, but did not renounce membership of traditional unions, or
at least resumed it later on in order to regain access to material benefits
offered only by the traditional unions (Volynets 2015: 222-227). Bar-
gaining gains always benefited employees as a whole, while material
support from particular unions was restricted to members. New unions
thus may have been able to win conflicts with support from workers but
were less successful in winning their membership.*

Interference by management in union affairs in many cases was an
additional power resource for traditional unions. It is obvious that man-
agement would support non-conflictual industrial relations and assist
traditional unions in retaining or gaining the upper hand against rival
»uncooperative« unions. Such support included the provision of addi-
tional funds and bargaining only with traditional unions, even though
the legal right was granted to all. Discriminatory interventions also
included misuse of automatic wage deductions, with membership fees
not transferred to radical unions; the outright threat of criminalising
individual union activists; or even the dismissal of members. In many
cases, management support for traditional unions was well known to all
employees and individuals were aware of the possible risks involved in
membership of a »disapproved« union.

Finally, traditional enterprise unions existed inside an established
organisational network of sectoral, regional and national unions, whose
leaders had been union officials during Soviet times and since then
had retained intensive contacts with bureaucrats and politicians, who
were themselves part of the Soviet nomenclature. Both groups shared a

22 »Even though many workers benefited from the success of ITUs [alternative unions] and
turned to them for assistance when they were dissatisfied with the quality of representa-
tion provided by RUCs [traditional unions], the ITUs inability to provide discounted holiday
vouchers led workers to maintain their RUC membership« (Volynets 2015: 226).
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common view of »harmonious industrial relations«, with close manage-
ment-union cooperation. When alternative unions in the 1990s pushed
hard for higher wages and were ready to engage in strike action the
authorities came to the rescue of traditional unions by adjusting the
law on dispute resolution (see below), which in most regards prevented
strikes from happening or allowed union activists to be criminalised.

Of particular interest is the case of privatised enterprises, in which
there was more chance that a new management would be installed out-
side traditional networks and a direct profit-wage relationship could
become the baseline for trade union activities. However, the particular
form of Ukraine’s privatisation generally gifted enterprise ownership
to people with political connections, to the exclusion of outsiders. Pri-
vatisation for the benefit of oligarchs brought no fundamental changes
to industrial relations at the enterprise level. The same applied to the
few cases in which privatisation resulted in foreign ownership. Here,
unions »turned to lobbying the State Property Fund of Ukraine (SPFU),
which was responsible for privatisation, to include larger welfare-re-
lated payments [than those laid down in the law] in the purchase and
sale agreement as the union’s condition for (...) privatisation« (Volynets
2015: 224), thus ensuring them a continued role in managing employees’
social affairs.

4.3 The Miners' Strikes in the 1990s and
the Government Clampdown

Alook at some key events in the mining sector provides another insight
into the problem of rivalry between unions and the use of divide-and-
rule tactics by the government to clamp down on independent unionism.

The mineworkers were the first and over a long period the most im-
portant group that used work stoppages as the main means of pressing
their interests. The dynamics of their protests explain much of union
development amidst political and market reforms. Those of their pro-
tests that reached beyond a single enterprise can be grouped into two
phases:*

23  On this see Heiko Pleines 2006: 36ff. Pleines also mentions the period from 1999 as a phase
of single protests with different aims.
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(i) mass strikes in response to the economic crisis (1989-1993);
(ii) mass strikes in response to the reforms of the state economy (1995-
1998).

The mass miners’ strikes at the end of the 1980s in Ukraine, Russia and
Kazakhstan were undoubtedly protests against the crisis in the Soviet
planned economy. The work stoppages that paralysed all large Soviet
coal fields were not in protest against the existing mode of production;
nor did they demand - although they did contribute to - the end of
Soviet rule (Friedgut and Siegelbaum 1990). Since Stalin mine workers’
earnings had been almost double the average. The protests were rather
attempts to protect a privileged status. Because the official Soviet trade
unions did not back or even hindered the strike action, the formation of
independent strike centres led to trade union divisions.

In 1993 there were more mass strikes in Ukraine’s coal fields, coordi-
nated by the newly founded NPGU. In order not to lose any more mem-
bers the former state Trade Union of Coal Industry Workers (PRUP),
now part of the FPU, this time joined in. Although initially the strikes
were purely wage strikes - the demand was for wage indexation to in-
flation - their character changed when a new alliance of interests was
formed. The mine workers obtained the support of mine directors and
even the political leadership in Donets when they adopted the demands
for state coal subsidies. With their new call for coal subsidies they were
no longer fighting against company management for a share of profits,
but alongside them for handouts from central government.

Success?** in this »common struggle« increased the pressure on cen-
tral government to push ahead with reform of coal mining. When the
Kuchma government wanted to implement a programme worked out
with the World Bank to close numerous pits conflict resumed. From
autumn 1995 to spring 1998 the miners defended their jobs and also,
with their blockades of streets and railway lines, repeatedly paralysed
public transport, too.”

In summer 1998 the government broke the resistance of the mine
workers by driving a wedge between the trade unions. »The moder-

24 Success can be measured by the fact that the subsidies for mining were doubled from 600
million US dollars in 1992 to 1.2 billion US dollars in 1993 (Pleines 2006: 9).

25 The PRUP did not participate in these support actions.
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ate PRUP was persuaded by concessions to disengage from protest.
Trade union leaders were given government posts, including the po-
sition of deputy minister for coal. The leader of the PRUP became an
MP and later joined the parliamentary faction >Regions of Ukraines,
which was close to the president« PRUP also received additional
state funding for trade union activities« (Pleines 2006: 36-37; Dodo-
nov 2002).

The more radical NPGU was subjected to state repression, including
sustained pressure on leading unionists and harassment and persecu-
tion of their families and union members. Strike leaders were crimi-
nalised. These acts of sustained pressure contributed to the significant
loss of members suffered by the NPGU.?® While the conservative PRUP
defected to the government camp, the NPGU sought for support from
the political opposition.?”

The defeat of the miners’ strike in 1998 had various causes. The col-
laboration of the unions with the directors of collieries created a com-
mon interest in blocking restructuring and in sabotaging investment for
the purpose of modernisation and lower production costs. The unions
did not see or closed their eyes to the corrupt practices in management
circles, which rerouted government subsidies for coal mines to private
ends instead of investment (Fonkych 2000). Trade union rivalry, too,
facilitated the government’s divide et impera tactics. As a consequence
the unions came to understand that alone they could do little and so
started to look for supporting partners in party politics.

The miners’ strike was the background for the Law on Dispute Set-
tlement passed in 1998. The law banned strikes in 23 sectors, including
the judicial system, the military, government administration and the

26 »First, state-controlled prosecutors launched criminal cases against the strike leaders of
1996, pronounced some guilty and conditionally sentenced them to several years in jail. Sec-
ond, the government has also resorted to intimidating workers’ leaders before strikes, and
some of their protest actions were stopped through police action and violence, leading to
several hospitalisations of miners. And third, the government (...) transferred funds to the
Trade Union of Coal Industry workers to buy gifts for the coal miners who had been killed
and the Ministry of Fuel and Energy issued an order calling for the transfer of part of the
revenue from the sale of coal to the union to finance coal miners’ vacations in sanatoriums.
As a result, the union is negotiating with the government about wage arrears and providing
political support, in exchange for some benefits« (Dodonov 2002).

27 Insummer 2001 the NPGU entered its candidate for the Parliament on the list of the political

block of Yulia Tymoschenko; NPGU president Michael Volynets became a member of her
caucus in the Rada.
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police. Strike restrictions also apply with regard to transport, nuclear
energy and energy (FES 2012: 4; 2013: 7). For sectors in which collective
action is still legal, complex procedures were prescribed that had to
be followed before a strike could be called. Conciliation and mediation
became mandatory, consuming several months. Thereafter, a vote had
to be organised and either a majority of all workers in an enterprise or
two-thirds of a labour conference - which the union had to prepare -
had to be obtained. According to the ITUC, the act sets an »excessive«
representativeness threshold for »holding lawful strikes« (ITUC 2014).
More restrictions were included with regard to the level or scope of
strikes including a statement that federations and confederations can-
not call strikes.

The miners’ strikes were also used as a pretext to apply excessive
civil or penal sanctions if workers and unions were involved in unau-
thorised strike actions. »The Criminal Code provides that organised
group actions that seriously disturb public order, or significantly dis-
rupt operations of public transport, any enterprise, institution or or-
ganisation and active participation therein, are punishable with a fine
of up to 50 monthly minimum wages or imprisonment for a term of up
to six months and, in particular, in respect of industrial action« (section
293, Criminal Code) (ITUC 2014).

4.4 Strike Dynamics in the 1990s and Thereafter

The dynamics of trade unionism in Ukraine can be viewed through the
history of strikes. The majority of strikes in the 1990s occurred in two
sectors: mining and education (Razumkov Center 2001: 19). Both sec-
tors were part of the state economy and in the 1990s Ukraine saw hardly
any work stoppages in the private sector. Furthermore, work stoppages
were called by the new trade unions, whereas the FPU and its affiliates
usually?® did not resort to strike action.

The first statistical records are from 1989, when mineworkers in
the Donbass triggered a first strike wave in 222 enterprises, mostly in

28 »The two exceptions were the Trade Union of Workers of the Coal Industry (PRUP), which was
forced to act under the pressure of the spontaneous miners’ movement, and the Trade Union
of Education Employees and Scientists)« (Razumkov 2001: 19).
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Figure 2: Strikes in Ukraine 1988-2014
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mines. Nearly 300,000 workers joined in. This first year stands out as
the peak year for the whole period 1988-2014. The 1990s saw work stop-
pages in thousands of enterprises (1992: 2,239 strikes) but despite the
deepening social chaos the number of workers participating in work
stoppages decreased. Even those years that were »conflict intense«
according to the statistics (see figure 2) are »not really impressive« in
absolute terms. The 260,000 workers who went on strike in 1993 rep-
resented a mere 1.3 per cent of the 20 million employees in total. After
2000, we can actually talk of a mostly strike-free Ukraine.

In the aftermath of the clampdown on miners” protests in 1998,
strikes rarely happened again. Even though in 1996 the country had
adopted a Constitution that laid down the fundamental rights of trade
unions and in Article 44 guaranteed the right to strike, labour dispute
resolution thereafter was positively authoritarian. One after the other
the law makers removed workers’ rights and introduced a restrictive
system under which, not de jure but de facto strikes were banned.
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5. Collective Bargaining and Wage Setting
5.1 Collective Bargaining: High Coverage and Low Content

In Ukraine, collective bargaining at higher levels (national, regional and
sectoral) has never taken off in a meaningful way as it has always been
confronted with problems of legitimacy and significance. The repre-
sentativeness of those who bargained and their selection has been con-
tested time and again®’ and these challenges have contributed to its in-
significance. At national level*’, the outcome was usually nothing more
than jointly signed lists of policy recommendations which remained on
paper, with no further consequences. Insofar as they contained state-
ments on wage issues these were mere suggestions to be taken into
consideration by the parties further down the line, which were often
ignored. Where it affected workers paid from the state budget, no legal
instrument would make national conclusions binding on the parliament
and there were no consequences if the Rada, in adopting the annual
budget, just ignored any clauses in the agreements (Zarko and Mihes
2012:18-22).

Sectoral agreements are »binding on the members of the signatory
parties« (Zarko and Mihes 2012: 22), but looking at the 93 agreements in
existence in 2011* contradictions arise everywhere. When agreements
become binding reluctance mounts on the employers’ side to reach
agreement on substantive issues. Many sectoral accords are full of
clauses of a general nature and remain agreements of intent. They have
a declarative character or make the implementation of clauses with ma-

29 See, for example, the »objection concerning the nomination of the employers’ associations
of Ukraine« to the ILO conference in 2008 when a submission by 15 of the registered 17 em-
ployers’ associations of Ukraine claiming a total membership of five million was rejected as
the ILO did not find proof of the correctness of the membership claims (ILO 2008: 4/28-9).

30 The first ever agreement at state level was concluded on 30 April 1991 in a bipartite round
between the Council of Ministers and the FPU (ILO 2012: 17), while the first state-level col-
lective agreement involving employers (the Ukrainian Union of Industrialists and Entrepre-
neurs) was concluded in 1997 (ILO 2012). Since then, others have followed. In 2002-2003,
some 99 agreements existed, while in 2010-2012 the figure had increased to 203 (Zarko and
Mihes 2012: 19).

31 »Twenty were in industry sectors, 10 in transport, 14 in construction, three in communica-
tions, seven in the agro-industrial complex, 10 in the defence complex and 29 in the non-pro-
duction sphere (health care, science and education, culture, and public administration)«
(Zarko and Mihes 2012: 29).
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terial implications dependent on the availability of financial resources.
Moreover, they are »overburdened with provisions duplicating statu-
tory norms« (Zarko and Mihes 2012: 29) and if specific rates are fixed,
such as minimum hourly wages, the rate is usually set so low that hardly
any member company would have a problem accepting them.

Many sectors do not have an employers’ association® at all and
where they do exist »the largest enterprises in the sector are not mem-
bers (...) or do not grant powers to bargain on their behalf« (ILO 2012:
14). Unclear rules on company affiliation and sectoral delimitations fur-
ther weaken bargaining. Overall, sectoral bargaining focuses on the
public sector*® and is concluded mainly on a bipartite basis between
public authorities and trade unions.

Regional agreements** do not offer a different picture from national
or sectoral bargaining. While in a few cases they may have some bear-
ing on pay, in general they do not become a significant factor in deter-
mining wages and working conditions for regions.

The key bargaining arena between unions and employers is the en-
terprise level. There is remarkably high coverage of workers with com-
pany agreements (figure 3). Whereas in the 1990s, the share was be-
tween 60 and 70 per cent, it has grown since then to above 80 per cent,
falling off somewhat in 2014 to 75 per cent.

These high figures need some explanation. Collective bargaining
takes place only in the formal sector, which has been shrinking (to 15.7
million workplaces in 2014). Over the years, the figure of employees
covered remained fairly stable at between nine and ten million and thus
the growth in (relative) coverage reflects more the shrinking number
of workers employed in the formal economy than the inclusion of more
enterprises.

The overall coverage of some 38 per cent (2014) in total employment
and the high coverage of around 75 per cent in large-scale employment
is still fairly good by international comparison. We do not have separate
figures for collective bargaining coverage for the private and the state

32 In 2004, only 10.3 per cent of employees worked in enterprises that belonged to an employ-
ers’ organisation. This figure had increased by 2008 to 27.3 per cent (UNECE 2010: 220).

33 In 2010 »out of 92 sectoral agreements signed in Ukraine, only 20 were concluded with the
involvement of the association of employers’ organisations« (ILO 2011: 61).

34 Of which 29 were in existence in December 2011 (Zarko and Mihes 2012: 29).
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Figure 3: Collective Bargaining Coverage in % of Employees in Formal
Employment: 1994-2010
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sector but can conclude® that collective bargaining takes place primar-
ily in the state sector, whereas the informal sector and two-thirds of the
formal private sector remain uncovered.

Beyond the scope of coverage, what matters more is the substance of
the agreements. No research has been done to calculate the trade union
premium by comparing wage levels in enterprises with and without a col-
lective agreement. But an analysis of the content of company agreements
for 2007 appears to indicate that bargaining at enterprise level is as mean-
ingless atitis at regional, branch or national level: »collective agreements
mainly restate legal provisions as in 70.8 per cent of them the wage scales
are the same as stipulated by law; indeed, in only 26.6 per cent of agree-
ments are wages higher. Incredibly, 2.6 per cent of agreements set the

35 An educated guess based on simple arithmetic can be made as follows: employment in state
administration, health and education is around four million (according to ILO statistics). If
we add an estimated two million working in state-owned commercial enterprises, we arrive
at a total of some six million state employees or 29 per cent of total employment for 2013.
Assuming for them collective bargaining coverage slightly above the average (we assume 80
per cent) we get 4.8 million state employees under collective bargaining. In 2013, the total
number of such employees was some 8.2 million, which would leave us with 3.4 million for
the private sector. Taking off from the total private sector of 14.4 million (20.4 minus six) 4.8
million for the informal sector, we arrive at 9.6 million formal private sector employees, of
whom 3.4 million or 35 per cent are probably covered by collective bargaining.
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Figure 4: GDP, Wages and Unemployment in Ukraine, 1990-2015
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tariff coefficient at a lower rate than stipulated by law and 5.6 per cent of
agreements envisage lower tariff coefficients than those of the sectoral
agreement«. Overall, »employers” additional expenses caused by collec-
tive bargaining amounted in the same year to only HR 283 per year (the
equivalent of 20 euros per worker)« (Volynets 2015: 103-104).

5.2 Wage Trends: From Collapse to Recovery

If one takes the development of GDP as a benchmark the restructur-
ing of the Ukrainian economy can only be described as a flop. While
the U-shape is a well-known phenomenon for economic development in
transition economies, in the Ukraine the GDP never returned anywhere
near to what it was at the onset of reforms. In 2013 it was almost 20 per
cent lower than its level of 1992 and 30 per cent lower compared with
1990. In almost every comparable time period over two decades the for-
mer command economy presented better economic results than since
the country became independent (figure 4).

The development of real wages falls into three periods: the econom-
ic reforms of the first decade led to social collapse. From 1992 to 2000
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real wages fell by 60 per cent. In the first few years they fell even faster
than GDP. The transition to the »new economy« had no mechanism in
place which could act as a wage anchor.*®

A particularly notable feature of this period was the development of
unemployment. Although it rose substantially from 1992 (7.5 per cent) to
2000 (11.6 per cent) it was far outstripped by the precipitous decline in
wage levels. Clearly, the labour market had reacted to the development
of the economy with a trade-off between wages and employment. The
lower flexibility of employment reflects the strong state presence in la-
bour relations,* whereas the higher (downward) flexibility of wages has
to be related to the absence of two mechanisms that could have secured
a wage floor: the insignificance of statutory minimum wages and trade
unions, which were unwilling or had little capacity in the 1990s to resist
substantive wage reductions.

In the economic recovery in 2000-2008 real wages picked up, at first
slowly, but from 2001 more rapidly than GDP. In 2005 they returned to
the initial level of 1992 and then pursued an upward trend. They contin-
ued to rise after 2009 although the economy started to stagnate from
that point on.

Since 2014 wages have again gone downhill. Real wages have been
falling even more markedly than GDP. This renewed slump is related to
Russia’s annexation of Crimea and the armed conflict in eastern Ukraine.

The huge development gap between real wages and GDP may to
some extent not reflect economic reality but be due to a statistical anom-
aly. Going back to Soviet times, wages were always paid in two parts:
the first tier was laid down in the labour contract and a second tier was
made up of flexible components, such as premium, bonus and other ex-
tra payments. This second tier consisted partly of so-called »envelope
payments«, which were not put in the books, no taxes or social contri-
butions were paid on them and they fluctuated according to the business
condition of the enterprise. Naturally, we have no proper statistics to
cover these grey payments, but it is plausible to assume that in the 1990s,
envelope payments made up a higher share in total wages and that their
significance was reduced in the 2000s. Such anti-cyclical behaviour on

36 The Law onthe temporary halting of income indexation was passed, dated 9 December 1992
(Volynets 2015: 96).

37 Political instructions to the public sector and state enterprises not to shed labour and a la-
bour law, inherited from Soviet times, which made it difficult to terminate labour contracts.
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the part of envelope wages are likely to have raised wage payments in
the first decade of transition to a higher level than what was recorded in
statistics and to have dampened them thereafter. However, we have no
reason to assume that such payments off the books were made in such a
magnitude that it would fully neutralise our statistical findings.

The fact that real wages grew more rapidly than GDP over a long pe-
riod and thus also more rapidly than average productivity is astonishing.
Given the fact that there was no wage strike, the lack of substance of col-
lective agreements and the cooperativeness of most trade unions this can-
not be explained in terms of an aggressive collective bargaining policy.
The turn in wage development from 2000 is rather to be attributed to the
government’s minimum wage policy and the fact that workers and their
family members, in a situation of political conflict (the fraught re-election
of President Kuchma and civil society protests in 2004 and 2013), were a
strategic group of voters that had to be pacified with high wage increases.

5.3 Minimum Wage Legislation and the Political Cycle

Minimum wage policy*® developed into a key wage policy tool in the
period starting in 1998. Following the argument that a minimum wage
rate set at 40 per cent of the median wage or higher acts as a solid wage
floor anchor (Van Maarten, Gregory and Schulten 2015), Ukraine is an
exceptional case within the group of former Soviet republics as the only
country with a substantive minimum wage policy. While after 1990 it
first followed Russia and others in allowing the minimum wage to erode
to levels of 10 per cent or lower, in 1998 through 2000, it turned around
and increased monthly minimum wage rates several times to more than
40 per cent of average wages (figure 5). This even underestimates its
relevance because the median wage, usually used as reference, is lower
than the average wage and thus the minimum wage may actually have
been set at 50 per cent of the median wage in 2000.

38 Minimum wage legislation had been established in the Soviet Union and was continued
thereafter through the whole history of Ukraine. When it was set in the 1992 decree on
wages, a basket of goods needed for subsistence was used as a reference for its calculation.
This is supposed to act as the floor for wages paid to the lowest occupational grade in an
enterprise. Even though the subsistence level was deemed to be its bottom line, in reality
this reference was hardly recognised and for most of the year it was fixed by parliament well
below this poverty threshold.
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Figure 5: Legal Minimum Wage and Subsistence Minimum as a Percentage
of the Average Wage
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There are two ways in which the statutory minimum wage directly
impacts on the general wage level. In the public sector, with its rigid
unified tariff system, all wage groups rise accordingly if the bottom
wage class, made up of minimum wage earners, receives an upgrade.
The private sector is not bound to this rigidity but many if not most
collective agreements, instead of containing their own wage classes,
merely confirm the statutory minimum wage as base payment (Zarko
and Mihes 2012). When minimum wage increases are publicly an-
nounced, employees of private enterprise expect similar percentage
adjustments across all wage groups, as if still working in state-owned
enterprises.

The minimum wage policy in Ukraine is also exceptional in its tim-
ing. GDP growth rates picked up only in 2001, as did real wage growth
(figure 4). Minimum wage rates however, were substantially upgraded
two years ahead of the economic return to growth. Similar interven-
tion to augment minimum wage rates above average wage increases
occurred in 2002, 2005 and 2009-2010, albeit on a smaller scale, as
minimum wage rates had already reached a high level.
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To avoid misunderstandings, wage levels in the 1990s fell to an ex-
tremely low level. Average wage earners could not even cover the basic
goods needed for survival from their salary and had to augment their
income with subsistence farming or other forms of work. The strong
increase in the minimum wage between 1998 and 2000 still kept those
who depended on it at a salary level below the subsistence or poverty
line. But by increasing faster than the GDP and by pulling higher wage
groups indexed to it along, it lifted an ever growing number of wage
earners out of poverty. In 2010, the government finally fulfilled the legal
demand that the minimum wage should not be lower than the subsist-
ence minimum and thereafter minimum wage adjustments kept pace
with changes in living costs. The overall impact on poverty alleviation
was tremendous. Whereas in 2000, 87.4 per cent of all Ukrainians still
lived on cash incomes below the subsistence minimum, this figure had
been reduced to 8.4 per cent by 2013.

But why did the government suddenly turn around and make mini-
mum wage policy a key instrument in pushing wages up? No study has
been done to link the debates in the National Tripartite Social Part-
nership Council (see below) and the conclusions in the National Tar-
iff Agreement to the fixing of minimum wage rates by the legislature.
Similarly, no study has looked into the relationship between minimum
wage policies and electoral cycles and the strategies of office holders
for staying in power. Political stalemates between government alliances
and the opposition camp do offer unions a strategic window for »exert-
ing social pressure« if they are able to mobilise their membership and
offer members’ votes against promises of minimum wage increases. But
such trade-offs can also be organised without unions as intermediaries.
By announcing it as its own initiative the government may be able to sell
it without any reference to union influence.

There were certainly calls from FPU and other groups to increase
minimum wage rates and some of these calls were even supported with
(soft) forms of protests, such as demonstrations during weekends. Even
though no single rate lift may have occurred without unions calling for
it, no single minimum wage adjustment followed a collective bargain-
ing approach based on unions’ flexing their muscles and threatening a
withdrawal of labour. The minimum wage increases in 1998 were still
of a different nature and can be related to the clampdown on the mine
workers and the need to pacify labour. But thereafter, the capacity of
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labour to challenge government policies declined and there is no evi-
dence to link the minimum wage policy in later years to radical FPU or
national union campaigns.

There is, however, a lot of plausibility in linking the new minimum
wage policy to the ongoing political power struggles in the country and
to explain it in terms of internal elite rivalries and therefore to the polit-
ical and electoral cycles. 1998 was not only the year of »taming« labour
protests with a split strategy of unleashing repressive labour against
radical unions while providing material support to the more conciliato-
ry traditional unions. It was also the preparatory year for presidential
elections in 1999, which Kuchma may have lost against a united opposi-
tion but managed to win narrowly in a second round.

His re-election marked a turn towards authoritarian politics with at-
tacks on opposition groups and the media. Activists were criminalised
and journalists intimidated. The disappearance and killing of journal-
ist Georgiy Gongadze triggered the mass protest campaign »Ukraine
without Kuchma«, which ended in a showdown between protesters and
the police in March 2001. The protests never died down thereafter and
returned with more force during the »Orange Revolution« in 2004,
when millions protested against election fraud (Onuch 2014: Chapter 3).

The best option available to explain the radical changes in minimum
wage policy is not a sudden awakening of the labour movement but an
offer of a »social contract« from President Kuchma to a majority of im-
poverished Ukrainians to stick with him in return for new state policies
to improve their social lot. Even after the Orange Revolution Ukraine
remained deeply split into equally strong political camps and each gov-
ernment was tempted to win over parts of the electorate with minimum
wage policies. The 2005 minimum wage increases can certainly be seen
as an »electoral gift« of the new Yuschschenko/Timochenko govern-
ment to their voters.

The 2009-2010 minimum wage increases brought additional in-
ternational policy components into the minimum wage policy arena.
When the government increased the minimum wage in 2009, the IMF
suspended its lending programme, which had included a clause on for-
feiting minimum wage increases. However, the government was able
to use the political window from the worldwide call of the G20, which
during the global financial crisis 2009 had advised the implementation
of expansionary fiscal policies.
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6. Trade Unions in Politics

At the outset of the transition the FPU unions legally separated them-
selves from state and party and established their organisational inde-
pendence. This did not result in a real separation, however. Trade un-
ion attempts to influence politics were shifted to the institutionalised
tripartite social dialogue, informal influence and the attempt to obtain
their own mandate in parties and parliament. The rivalry between the
trade unions found expression in all these areas.

6.1 Social Tripartite Dialogue

Trade unions advancing their interests by means of political lobbying
was certainly no departure from Soviet times. They were used to play-
ing an advisory role and continuing this tradition was the easiest way to
identify a role and attain recognition in the new environment. This was
made possible under the new guise of »social partnership«. Powerful
strike actions by labour groups in the early years were strong argu-
ments to convince state representatives of the advantages of talks in a
»peaceful forume«.

In February 1993, the President of Ukraine established the first ever
»National Tripartite Social Partnership Council« (NTSPC). It includ-
ed 22 representatives of each of the parties. Interestingly, 12 out of 22
places - or just over half - on the trade union side belonged to repre-
sentatives of trade unions not affiliated to FPU.** Being accepted as a
member of the NTSPC thus meant being »granted« national status and
recognition.*

The NTSPC was reformed into the National Tripartite Social and
Economic Council (NTSEC, 2005) and acquired independent status
pursuant to the Law on Social Dialogue in Ukraine (2010). Similar coun-
cils were established in all 27 regions of Ukraine. It is only from this
point on that »social dialogue« can be seen as a tripartite arrangement

39 It was on the basis of a non-formalised »internal agreement« among Ukraine’s trade union
centres that the Declaration on Solidary Actions of Trade Union Associations was signed in
October 1992.

40 While at first sight, the NTSPC looked like a tripartite institution, employers’ associations
hardly existed and the body was of more symbolic than real relevance. See Footnote 9.
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to facilitate consensus-building. Since then, unions through their par-
ticipation* in the NTSEC can claim to have become influential as »ad-
visers« in the budget process and able to raise their voice at all stages of
the drafting of the state budget.*?

With the reform of the social security system and the establish-
ment of social insurance funds in the late 1990s a structure was creat-
ed which opened the door for trade unions to administer social funds.
Representation here was subject to competition between unions as
work was paid and could be used to obtain union revenues. FPU gained
a monopoly and was the only structure to financially benefit from it.

The involvement in national consultation on social and economy mat-
ters and the establishment of a trade union joint representative body
does not imply that unions were always or mostly satisfied with their role
in tripartite social dialogue or the results of it. In the opinion of trade
union representatives frequent changes of government and, in many
cases, an open disregard of trade union proposals on labour matters by
government authorities could routinely be observed. For instance, mini-
mum wage increases were implemented without recommendations from
unions and unions’ views on a more liberal code for collective dispute
resolution were ignored. Despite recurrent failure to see their propos-
als implemented there was never a collective withdrawal from tripartite
dialogue by union representatives to jointly press for a stronger union
role; nor was there a joint national campaign by unions to mobilise for
stronger assertiveness in tripartite fora. The NTSEC, however, made it
necessary for the FPU and KVPU to work together to jointly formulate
trade union positions. Whereas previously public statements were usu-
ally confrontational, in the late 2000s the consensus-building in the NT-
SEC forced the two national centres to seek common union positions.
Union criticism of the proceedings and results of social dialogue had to
be reduced to a form of »individual deviant behaviour« articulated in
public or in front of members with no collective action to follow it up.

41 Unions in the NTSEC have established a Joint Representative Body in order to coordinate
their activities and positions.

42 Having got used to being heard in social policy matters, trade unions (particularly FPU and
KVPU) even pressured the International Monetary Fund (IMF) to accept dialogue and con-
sultations with them. To this end, they organised picketing of the IMF representative office
in Kyiv and took part in a direct teleconference bridge between the IMF’s central office in
Washington and its representative office in Kyiv.
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6.2 Trade Unions, Political Parties and Political Protests
Building Election Alliances

At its extraordinary congress in 1992 the FPU proclaimed neutrality in
relation to political parties. However, its leaders have rarely stuck to
this obligation and hid their party-political manoeuvring behind the
rhetoric of lobbying for the socioeconomic interests of the members
and the general population. They soon started, just as unionists from
other workers” organisations did, to forge electoral alliances with po-
litical parties and obtained for some of its officials candidacies in sin-
gle constituencies or, later on, in party lists. The parliament of 1994 in-
cluded seven elected trade union members of parliament, including the
President of FPU, as did the Rada of 1998 (Razumkov Centre 2001: 17).

Besides the efforts to lead its own organisation in electoral alliances
and to ensure MP status in the Verkhovna Rada there were initiatives to
found a trade union party. When in May 1998 the FPU was deprived of
the right of legislative initiative it decided to form its own trade union
political party, the All-Ukrainian Party of Workers (AUPW).** However,
the party project (Ott 1999: 15) proved to be a disaster. Not only did
other union leaders not join and instead signed cooperation agreements
with other political parties, but FPU’s own affiliates supported not one
but 11 different parties. In the end, AUPW collected a mere 0.79 per cent
or 211,000 votes (Razumkov Centre 2001: 37-8), less than 2 per cent of
FPU’s claimed membership.

The devastating defeat at the polls in 1998 did not lay to rest trade
union plans to establish a workers’ party and new initiatives were start-
ed here and there. Nevertheless, it proved that union members did not
have »political trust« in their leaders and did not vote for parties just
because their leaders demanded it. In many cases, the electoral coop-
eration with political parties (usually pro-government ones) resulted in
fierce internal debates and conflicts inside the trade unions. Because
Ukrainian political parties are deeply split not along ideological lines
but in terms of business and regional interests, trade unions - in par-
ticular their regional structures - in many cases were not ready to back
the election stand taken by national leaders. Not being able to deliver

43 VPT - Vseukrajins'ka partija trudjas ych (All-Ukrainian Workers' Party , Leonid Vernyhora).
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trade union votes as a block, union leaders were usually co-opted to
political parties only as junior partner and hardly managed to have a
say in party politics.**

While unions never managed to forge a united block, the involve-
ment of their leaders in party and electoral affairs weakened the rep-
resentation of labour interests and contributed to organisational in-
stability. The majority of the FPU'’s former presidents resigned against
a background of controversy related, not least, to the FPU’s political
party position.

The Case of Oleksandr Stoyan

The most remarkable instance is the FPU presidency of Oleksandr Stoy-
an (1992-2005). Before his career as a unionist, he had been a senior
consultant to the first President of Ukraine, Kravchuk, who installed
him as president of FPU.** In violation of the FPU statutes, which de-
manded the separation of union and political office, Stoyan secured for
himself the status of MP in the Verkovna Rada and always stayed close
to the party and the president.*® For most of his tenure as FPU presi-
dent, he was a key loyalist to President Kuchma.*” During the campaign
against Kuchma'’s re-election in 1999 he openly declared: »I will be
frank. I, as a trade union leader, have to compromise with the President
and the government and call upon my colleagues not to cut straight
from the shoulder. As soon as we breathe a word about the President’s
impeachment the next day we will be bereft of everything« (Razumkov
Centre 2001: 31).

44 One important exception: the NPGU pushed for the extension of miners’ rights and benefits
and succeeded in getting the parliament to adopt the Law on the Prestige of Miners’ Work
which provided for a set of additional social guaranties for miners.

45 During the Soviet party-state period, the union presidents used to be installed by the Party.
By installing the first President of the FPU the national president merely continued previous
practice, thus showing the failure of the separation of the union and political office.

46 Stoyan was originally a candidate on the list of the opposition Batjkiwtschina. In parliament
he rapidly switched party blocks.

47 »Stoyan himself has repeatedly undermined national labour protests, for example, by an-
nouncing last-minute >breakthroughsc< in negotiations with the government that never ma-
terialised. He also opposed the FPU’s participation in the campaign to demand Kuchma'’s
impeachment over the Gongadze affair (...) On his fifty-fifth birthday, the government
awarded him the medal >For Services Rendered« third class« (Mandel 2004: 184).
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His career was characterised by u-turns. When President Kuchma
brought about the fall of Viktor Yushtshenko’s government in April 2001
Stoyan found himself temporarily »in the wrong camp«. After threats
from the presidential palace that he would be deselected at the next FPU
congress, he renounced Viktor Yushtshenko, whom when still prime
minister he had characterised as having the best trade union policy,
and returned to the new government camp (Kuzio 2013: 48; Kyiv Post
2002).*® Kuchma'’s scandal-fraught departure from politics forced him
into a new alliance. Shortly before the election of 2004, he announced
the FPU’s electoral alliance with the governing Party of Regions and
their candidate for presidency, Victor Yanukovych.*” When its »election
victory« was overshadowed by accusations of fraud and the »Orange
Revolution« broke out, Stoyan opposed it and publicly appealed to the
President of Ukraine to prevent protests on the streets. This action
prompted so much worker outrage that Stoyan was forced to flee.>®

In this first uprising of Ukrainian civil society against the oligar-
chy the trade unions were split. Trade unionists were certainly among
the demonstrators and the KVPU released statements and mobilised
its members against election fraud.>' As institutions, however, unions

48 On the Ukrainian government’s web portal the following could be read on 6 December
2002: »Following the meeting, the participants gave a joint press conference. Head of the
Ukrainian Trade Union Federation Oleksandr Stoyan announced his intentions to join the
parliamentary majority in the Verkhovna Rada to strengthen cooperation between the cab-
inet and trade unions. >)Now |, as Head of the Trade Union Federation, have no reasons to
oppose the new coalition government in the first days of its activity, | have to work with it
and it will be so for that reasong, Stoyan said.« http://www.kmu.gov.ua/control/en/publish/
article?art_id=40348 (accessed 22.12.2015).

49 »The Ukrainian trade unions were going to support candidate Viktor Yanukovych. This deci-
sion was reached at the meeting between the Head of UTU Oleksandr Stoyan and Mr Yanu-
kovych. Stoyan also stressed his assuredness that Viktor Yanukovych together with the UTU
would be able to work out initiatives concerning Ukraine’s social development. The main
subject of the meeting was how to rise social cash benefits and payments. Two years previ-
ously Oleksandr Stoyan had decided to support Yushtshenko and was second on the party’s
list at the parliamentary elections. Lately, Stoyan left the »Our Ukraine« faction, allegedly
because he was afraid of losing his position as head of the UTU and joined the faction »Re-
hiony Ukrayiny, led by Yanukovych. The government, trade unions and employers are go-
ing to work-out and realize a social strategy for Ukraine.« Institute of Mass Communication
9.11.2004. Internet: http://olden.imi.org.ua/en/node/34782.

50 After resigning as President of the FPU Stoyan was rewarded with a list place with the Party
of the Regions in the 2006 Verkhovna Rada elections.

51 For instance, when miners and members of other KVPU-affiliated trade unions came to
demonstrate on the Maidan, the members of the independent medical workers’ unions ar-
rived and provided medical treatment on the spot.
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played no significant role during the Orange Revolution. This became
obvious when Yushtshenko, through the »committee of national salva-
tiong, called for a nationwide political strike to protest against the sto-
len victory. Even though some unionists participated in the committee
in an individual capacity, the call for a political strike turned into a party
political affair with trade unions having no say.

FPU Presidencies in Troubled Waters

When the Yushtshenko/Timochenko block took power dark clouds came
over the FPU. The new government threatened to nationalise trade union
assets. The FPU ditched its president Stoyan and tried to navigate the
new political tide. With a »concept of development« his successor Olex-
ander Yurkin (2005-2008) announced about a change of direction and
portrayed the FPU’s trade union activities hitherto as disastrous. »Trade
unions passively resist massive violations of workers” rights ... which
causes the dissatisfaction of common union members with the activities
of the elected bodies of trade unions and their directors and undermines
the authority of trade unions in society« (Zhukov 2011: 151). In a five-year
plan a socioeconomic reform programme was agreed that, among other
things, demanded substantial wage rises. Now the hostility in the trade
union camp was to be exchanged for cooperation. »Notably, for the first
time in history, the FPU committed itself to establishing cooperation with
trade unions outside the FPU« (Volynets 2015: 115). A joint »coordinating
council« was established to reach agreement on the relevant positions.*

The »peace accord« did not last long, however. President Yurkin re-
signed in 2008 after his vice-president had been caught offering a bribe
(Volynets 2015: 115). In November 2008, the FPU Council (not the con-
gress) elected Vasyl” Khara, Party of Regions MP and President of the
Donetsk regional council of trade unions, as the new FPU President. Due
to procedural violations the organisational controversies besetting FPU
have since kept escalating. Three years later, in March 2011, the con-
gress finally confirmed his presidency, but just six months later Khara

52 »FPU even agreed to provide KVPU with several offices in the main trade union building«
(Volynets 2015: 123) in order to reduce political tensions concerning the one-sided use of
inherited trade union assets.
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resigned. Khara’s daughters and FPU leaders were caught appropriat-
ing the assets of various FPU holiday resorts (Kommersant Ukrayina, 14
September 2011; Mirror Weekly, 14 September 2011, 8 November 2011).3

The next FPU President, Kulyk, reinforced the compliant and poli-
tics-oriented position of the FPU and suffered the same fate as his pre-
decessors. Just two years after his appointment by the FPU Council Kulyk
had to resign for taking a »wrong« position during the Euromaidan events.

His successor, Grygori Osovyi was elected by the Council in June
2014 and was confirmed by the congress almost one and a half years
later (24 March 20106).

The Euromaidan and Trade Unions

For unions, the Euromaidan, which lasted from November 2013 to Febru-
ary 2014, was in several respects a repetition of the Orange revolution, al-
though this time with more far-reaching consequences. Again, the unions
were publicly not at the forefront of the protests®* even though the KVPU
leadership was on the side of the protesters and early on declared its sup-
port for the pro-European forces, while both KVPU and FPU members
participated in the protests as individuals. This time, the FPU Presidium
never openly declared its position, waiting to see which side would win
out. Not only was the leadership reluctant to declare a stance, but the
affiliates and regional structures were also split. Many FPU officials - in
particular those from large enterprises in eastern and southern Ukraine
- were in support of the government camp and saw the Euromaidan as
a possible coup attempt by rightist groups. Essentially, the coal and steel
belt with its intense trade relations with Russia was in favour of a Rus-
sia-friendly foreign policy. In cities in the east and south local trade un-
ionists of FPU affiliates joined demonstrations against the Euromaidan.
But many regional branches declared support for the protest movement

53 Khara did not resign on the grounds of his responsibility for corrupt practices. Instead, he
explained in his written statement that he could »no longer lead the organisation, in which
the majority of middle and lower level [union] presidents are chronically idlers, professional
betrayers and provocateurs (...) glued to employers« (cited from Volynets 2015: 116).

54 Trade union participation in the Maidan protests was far behind that of other civic organisa-
tions and generally negligible. Cf. Centre for Society Research (n.d.), Statistics from Maidan
protest events: participants, geography, violence. Internet: www.cslr.org.ua.
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and in sectors with a strong pro-government stance among the unions
one finds the NPGU branches demanding pro-EU policies. Against the
background of these turbulent developments, the national leadership (in-
cluding the FPU Presidium) mainly lay low. Obviously, it had learned from
previous experience and was not prepared to make strong public state-
ments, as long as the outcome of the political battle was still not clear.

The exception was then-President Kulyk. Whereas the FPU Presid-
ium and regional union branches decided to make their buildings and
offices available to the protesters and Euromaidan participants, Kulyk
officially asked the General Prosecutor to retake the FPU’s buildings
by force. He went public with this statement on various national TV
channels on 30 November 2013, just a few hours before the protesters
in the FPU building were attacked by special police, leaving many casu-
alties. On 5 December 2013 the Presidium of the FPU published a state-
ment that it had dismissed Kulyk from the position of FPU President.
Furthermore, the FPU took this opportunity to confirm its neutrality in
relation to all political forces.>

The Euromaidan also led to heavy financial losses for FPU. It lost
two large union buildings in Kiev and Odessa, burnt down by securi-
ty forces and right-wing groups, respectively. The Odessa case ended
tragically when some 40 persons lost their lives. When the Crimea was
annexed by Russia, the FPU lost all its sanatoriums there - some 27
in number - which according to some estimates were responsible for
around 40 per cent of FPU revenues (Meuser 2015: 6).5

7. New Challenges to Unions
Labour Law Reforms

Three major legal reforms may have a serious impact on the framework
of industrial relations, as well as on trade union rights and operations.
Participation in national tripartite dialogue forums was long not based

55 See the FPU statement at: http://www.fpsu.org.ua/nasha-borotba/2839-7777 (last visited 5
May 2016).

56 Due to the difficult financial situation many unions were forced to reduce their staff. Accord-
ing to personal information, some 500 staff employees were dismissed in 2014. Their total
number as of 1 January 2015 was down to 7,366.
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on clear selection criteria and access was granted in relation to a vari-
ety of ad hoc decisions and political favours. The Social Dialogue Act,
passed by the Rada on 23 December 2010, established a detailed cata-
logue of selection criteria for both unions and employers. Using the ILO
term »most representative« the law stipulates that in order to gain en-
try to the Tripartite Council at national level a union should meet three
criteria, namely,”” a trade union association should:

(i) have all-Ukrainian status and at least 150,000 members;

(i) have members in the majority of administrative and territorial
units of Ukraine;

(iii) include at least three all-Ukrainian trade unions as members.>®

In all, five umbrella bodies were granted the designation »representa-
tive union«.” The law establishes a bureaucratic control, which empha-
sizes size and territorial spread and will make it difficult, if not impossi-
ble for newcomers to gain access. Granted entry to the »official round«
does come with some privileges, such as participating in international
events. Whether the new control mechanism is of any importance will
depend on the role of the tripartite dialogue. To date, bargaining above
the enterprise level has remained mostly insignificant, and fixing the
minimum wage has remained a prerogative of the Rada, which could
consider union recommendations or ignore them. If this practice con-
tinues, being excluded from such tripartite rounds entails only that the
status of representative union has not been granted.

57 Similar criteria are to be employed for access to tripartite structures at the regional and
local levels. At the sectoral level, trade unions and their associations should have all-Ukrain-
ian status and affiliate at least 3 per cent of the labour force of the relevant sector. At the
territorial level, trade unions and their associations should be of regional or local status,
be established on a territorial basis and affiliate at least 2 per cent of the labour force of
the relevant administrative and territorial unit. Allocation of voting rights among different
unions is proportionate to the number of workers employed at the enterprises affiliated to
the employers’ organisations in question, but ensuring at least one representative from each
representative union and each employers’ organisation.

58 Two unions, including the KVPU, went straight to the ILO to complain that »the newly adopted
Law on Social Dialogue in Ukraine impedes the establishment of workers’ organisations by
setting high representativity criteria« http://www.ilo.org/dyn/normlex/en/f2p=NORMLEXPU-
B:50002:0::NO::P50002_COMPLAINT_TEXT_ID:2912587. Most parts of their complaint were re-
jected and the ILO argued that the new law meets its democratic criteria of representativeness.

59 FPU, KPVU, Association of All-Ukrainian autonomous trade unions, Federation of the Transport
Workers’ Unions of Ukraine and Association of All-Ukrainian Unions and Union Associations >Unity«.
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The recent initiative for a change in the Law on the State Registra-
tion of Legal Entities and Individuals may have similar intentions, but
more dramatic consequences. Hitherto, unions have had to go through
a simple procedure to be registered. The new bill seeks to increase the
number of documents to be submitted by applicants from three to 14
and increases the discretionary power of the registration office. Most
importantly, unions do not enjoy legal protection before the process
is concluded, while employers are immediately informed about an im-
pending registration. With early information going to the employer’s
side, all gates are open for repression of those who want to set up the
new union. The ITUC in a letter to the Rada protested against the draft
legislation and called it »a clear violation of Article 2 of the ILO Con-
vention on Freedom of Association and Protection of the Right to or-
ganize, No. 87«, which grants workers the right »to join organizations of
their own choosing without previous authorization«.®°

Further liberalisation trends can be observed in the law-making pro-
cess surrounding a new Labour Code. A new Labour Code to replace the
Code of Labour Laws (1971)! has been under discussion in the National
Tripartite Social and Economic Council for years. As far back as 2001 the
participating unions formed a strategic alliance as a Joint Representative
Body of All-Ukrainian Trade Unions and Their Associations and have been
trying for 15 years - in vain - to reach a common position for a new draft
version. In 2013, Olexsandr Stoyan and Yaroslaw Sukhi, both from the Par-
ty of the Regions, submitted a draft Labour Code, the drafting of which
had been supported by Vasyl Khara, then FPU President. Although the La-
bour Code is supposed to be taking Ukraine along the European road, and
its supporters have called for Ukrainian citizens to be granted visa-free
travel to the EU as a condition of its adoption, the document is primarily an
attempt to increase working time for the formal sector and to reduce em-
ployee protection clauses. Employers’ rights of dismissal and restructur-
ing are strengthened and the probation period of employment extended to
six months (cf. Dudin 2015; Ford 2015; Lauterbach 2015). Short-time work-
ing would not be limited and »endless renewals« would be permitted.®* No

60 Letter from ITUC General Secretary Sharan Burrow to the Chairman of the Verkhovna, in:
Ukraine Solidarity Campaign, 24 July 2015: www.ukrainesolidaritycampaign.org.

61 The Labour Code of 1971 has been frequently amended but has never been replaced in toto
with a new law.

62 For adetailed presentation of the draft law and its relation to ILO conventions, see ILO 2016.
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proposals are included that would strengthen the collective rights of un-
ions in organising, bargaining or striking. There is substantial dissent on
the labour front about the new Labour Code. KPVU and others have come
out strongly against it, while FPU appears to back its envisaged reform.

Falling Wages and the Chances of Building Joint Labour
Protest Platforms in the Aftermath of Euromaidan

The annexation of Crimea and the ongoing war in the east of the coun-
try has cast Ukraine into a catastrophic social and economic situation.
The economy, already buckling under the weight of massive corruption
and mismanagement, now has to shoulder the devastating consequenc-
es of lost territory and the ongoing war. In the two crisis years 2014
and 2015, GDP declined by 6.8 per cent and 12 per cent, respectively,
whereas real wages fell by 7.5 per cent and 20 per cent. Minimum wages
no longer function as a wage anchor. Although nominally unchanged,
inflation has eaten away their purchasing power and in 2015 they were
down to 29 per cent of average wages.

The state is no longer in a position to finance social and economic
expenditures from internal funds and relies on massive external help
from the United States, the European Union and others. Aid comes
with strings attached, however, targeting political and labour market
reforms and Ukraine is likely to be forced into a similar austerity pro-
gramme to those forced on crisis countries in Southern Europe.

In the aftermath of the Euromaidan, FPU is under pressure on sev-
eral fronts:

o substantive losses in membership® and assets weaken the financial
base and the strategy of satisfying affiliates and members with mon-
etary benefits;

» external actors have become a strong factor in deciding Ukraine’s
future economic and financial course, whereas unions do not have
much say in the policies of the new government;

63 Losses in membership due to the annexation of the Crimea and the war in the east may add
up to 20 per cent. Private communication from an insider.



272 Rudolf Traub-Merz and Lyudmyla Volynets

e areturn to »party politics« may not provide any social advantages
and members and affiliates may insist on social outcomes instead of
political rhetoric and promises;

o the unions face the consequences of an economic austerity pro-
gramme, where wages and other labour costs will be depressed and
labour law further deregulated.

Under pressure from foreign donors and with less room to manoeuvre
for the government, being »politically linked« offers fewer advantages.
With the flight of Yanukovych to Russia and the organisational pres-
sures it faces, FPU has to learn to operate without the financial and
political clout as it had in the past.

The disassociation from political affiliation offers an opportunity for
union cooperation. No high-ranking trade union representative is an
MP in the current parliament. The freezing of wages and the withdrawal
of social benefits make FPU criticism of government policies a »must«.
On several occasions, the FPU leadership has walked to the Rada to
protest against new laws. The announcement by central government in
early 2016 that it would cease to fund vocational schools nationwide
and regional government’s refusal to take over this duty may become a
threshold event as one of its members is preparing for a first legal strike.
There are also indications that rivalry between trade unions is calming
down and joint protest actions to keep the social situation from further
deteriorating may become easier. While there is some hope that, for
the first time, a united trade union front could emerge, this is far from
sure. With many of the first generation of Ukrainian unionists still in
position, there is also the chance that history may repeat itself, that al-
ready weakened unions return to intra- and inter-organisational strug-
gles and that the hope of a joint approach to securing labour rights and
wage levels may recede again.

8. Conclusion
When Ukraine stepped out of Soviet control and, by winning political

independence, started its transition to a new society, the trade unions,
like other pillars of the former regime, faced either collapse or adjust-
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ment to the new environment. They had to cope with the loss of offi-
cial state sponsorship, an image tarnished by their association with the
authoritarian communist past and competition from newly emerging
unions which to many, at least at the beginning, gave hope of a complete
overhaul of labour relations.

Despite these existential challenges, FPU, the legal successor to the
Soviet Urkprofrada, and its affiliates not only survived the transition
but managed to remain organisationally hegemonic in representing la-
bour. They were able to gain control of vast material resources from
Soviet times, handed over to them as a »monopoly« inheritance and
used them to stabilise membership and organisational capacity. They
affiliated to political networks and were able to use these for political
protection in exchange for keeping out of labour protest and pacifying
workers under conditions of declining wages and working conditions.
FPU never used labour mobilisation as a key resource for union power.
It continued to act as it had during communist times, stayed away from
mobilising members for class or interest policies and thus served those
who depended on labour quiescence.

FPU has been characterised as »a largely conservative organisation«
(Kubicek 2004: 29) and its reforms as »cosmetic«. It has not gone be-
yond organisational restructuring (Kabalina and Komarovsky 1997) and
has never achieved a clear demarcation between itself and employers,
as well as with the state. Its controversial leadership, political stance
and commercial activities made it difficult, if not fundamentally contra-
dictory, for the Federation to challenge government and employers on
labour law reforms and wage development. FPU can rightly be called a
»legacy union« (Maydom et al. 2014). Or in the words of David Mandel:
»The response [to the collapse of the Soviet Union] was to exchange
subservience to management and to the state in the name of >socialismc¢
for subservience to management and to the state in the name of >social
partnership« (Mandel 2004: 71).

The introduction of organisational pluralism did away with the legal
monopoly of FPU and in the early years of independence newly estab-
lished trade unions, emerging in the »classic way« from strike actions
and organisation based on member mobilisation, offered an alternative
path of labour interest representation. But from the middle of the 1990s
onward, there were increasing indications of a large-scale failure to re-
place FPU affiliates as the dominant voice of labour. Independent unions
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were forced to struggle on several fronts; at enterprise level they were
confronted with an alliance of company managers and conservative
union rivals, while at political level, law makers, state bureaucrats and
state security personnel challenged their actions with restrictive labour
legislation and criminal prosecution. The defeat of the mine workers’
strike in 1998, the steamrolling of unions in labour conflicts by means
of repressive legal instruments and FPU’s reluctance to engage in soli-
darity action may be seen as the key chain of events that turned the tide
against independent unionism. Since then, radical unions in Ukraine
have lived on the fringes of labour organisation, remaining alive in a
few branches but not in a position to challenge the hegemony of FPU.

The events of 1998 were a watershed in a second respect. Strug-
gles within the political elite made elections a decisive tool for hang-
ing on to or capturing political office and opening up opportunities for
rent-seeking activities. Even though labour organisations never man-
aged to deliver members’ votes en bloc, rival political factions offered
improved income opportunities for workers” electoral support. Mini-
mum wage policies became an instrument of political campaigning and
wage development became linked to the electoral cycle. After 1998,
Ukraine emerged as the only former Soviet republic with a minimum
wage policy, which served as leverage for general wage increases above
GDP growth. Workers were treated as a strategic electoral group and
pacified with monetary benefits. Under conditions of restrictive labour
laws, minimum wage policies became the driver of state-led wage de-
velopment. The trade unions’ capacity to drive wages through collec-
tive bargaining was non-existent and not needed.

There are strong indications that state-co-opted unionism does not
have a future in Ukraine and 2014 might mark the beginning of a new
phase. In the aftermath of the Euromaidan, Ukraine’s economy slipped
into a deep economic and financial crisis and its future depends to
a large extent on foreign aid and strings attached by foreign donors
entailing economic and labour market reforms. The government is no
longer in a position to grant favours for electoral support and the era of
minimum wage policies as a solid anchor for wages may be over. Fur-
thermore, the unions, too, have suffered due to the political upheavals
surrounding the annexation of the Crimea and the hybrid war in the
east, with substantial losses in assets and membership. Continuing with
union policies similar to those of the past may no longer be an option
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for organisational survival. But major challenges lie ahead. The con-
servative FPU and the more radical KVPU and others have to overcome
their rivalry and form a joint union platform to pull politically in the
same direction and to substitute minimum wage legislation with collec-
tive bargaining. If they succeed, collective bargaining could for the first
time in Ukrainian history become the tool for wage setting. If they fail,
organisational marginalisation is their likely destiny.
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The Long March - Trade Unions in
the Political History of Poland

Jan Czarzasty

1. Trade Unions before the Transition Process

As the Second World War ended, union pluralism - which used to be
very advanced - was briefly restored in Poland, and a non-union insti-
tution of employee interest representation, works councils (rady zakta-
dowe in Polish), was created in 1945 (Czarzasty et al. 2012; Kloc 1991).
Following the consolidation of its power by the Polish United Workers’
Party (Polska Zjednoczona Partia Robotnicza, PZPR) - the »Commu-
nist Party« - in 1949, all trade unions were massed together in the As-
sociation of Trade Unions (Zrzeszenie Zwiazkéw Zawodowych, ZZZ)
under the control and supervision of the Central Trade Union Coun-
cil (Centralna Rada Zwigzkéw Zawodowych, CRZZ), and transformed
into Leninist unions, amounting to what became known as a »trans-
mission belt« passing on decisions taken at upper levels of the par-
ty-state administration to the shop floor. The unions also performed
the tasks of a social welfare agency, being responsible for a variety of
employee benefits, ranging from housing to sports and cultural activ-
ities. At central level, CRZZ was legally and practically subordinated
to the PZPR Central Committee (and its Politburo), while at compa-
ny-level, the Basic Party Organisation of PZPR enjoyed a »leading role«
over all social organisations, including trade unions (Pravda 1986: 133).
Sectoral union structures were linked to specific branches of economic
administration.

That Poland’s working class did not meekly conform to authori-
tarian rule is indicated by periodical outbursts of grief and anger. In
1956 the autonomous movement of workers’ councils (rady robotnicze)
emerged (later suppressed and subordinated to workplace-level party



280 Jan Czarzasty

organisations). In 1970 strikes in the shipyards in Gdansk and Szczecin
met with a violent response from the state, resulting in at least 40
deaths. In 1976 a nationwide wave of protests (escalating into riots)
against the government’s decision to raise food prices and subsequent
repression of the workers prompted dissident intelligentsia groups to
offer support to the persecuted, which laid the foundations for the an-
ti-communist alliance, cutting across class divisions.

That is why the strike in the Gdansk shipyard in the summer of
1980 was no novelty as far as relations after 1945 between the workers
and the so-called »workers” state« are concerned. However, no one
could have predicted the impact of the strike, which would balloon
into a broad-based protest movement. The authorities at that time
were not prepared to use violence and accepted the demands of the
strike committees to legalise autonomous unionism. NSZZ »Solidar-
no$cé« in August 1980 (official registration spring 1981) became the first
trade union in a Warsaw Pact country not controlled by a commu-
nist party. Its membership reached 9.5 million in 1981, one-third of the
workforce.

The rise of NSZZ »Solidarno$é« led to the disintegration of the
model of industrial relations that, up to that time, had largely resem-
bled those of other central and eastern European socialist countries.
»Solidarno$é« was built as a »general workers” uniong, that is, a uni-
tary organisation with the company-level units being key parts of the
organisational structure, and the upper levels being arranged into ter-
ritorial and sectoral layers. In view of the huge success of the alter-
nate centre, the authorities disbanded CRZZ in 1980 but left sectoral
and enterprise-level »official« union organisations in place. Two rival
union structures competed for workers” membership. In addition, the
Act on State-owned Enterprises of September 1981 created workers’
councils (rady pracownicze), which would be elected by all staff mem-
bers in state-owned enterprises. Workers’ councils were equipped by
law with considerable power, including the right to appoint general
managers.

Solidarno$¢ from the beginning was not just a trade union but an
organisational framework for a broad anti-Soviet social movement,
including political activists associated with the Catholic Church
and members of the independent social movement (Touraine et al.
1984).
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The foundations of pluralist and decentralised unionism in Poland
were laid down in the 1980s. The introduction of martial law on 13 De-
cember 1981 ended the legal existence of »Solidarno$¢« but did not lead
to a full restoration of the previous model of central control. Workers’
councils continued to operate and in 1982 the government, under mil-
itary direction, launched a process of »union renewal«, whose direc-
tion was determined mainly by a desire to minimise the risk of another
»Solidarno$é«-like working class rebellion. For that reason, the new
organisational structure of Polish trade unions was intentionally es-
tablished at enterprise level, with upper level structures (sectoral and
national) being considerably weaker and no control right invested in
them. In 1984 the All-Poland Alliance of Trade Unions (Ogé6lnopolsk-
ie Porozumienie Zwigzkéw Zawodowych, OPZZ) was established, a
new umbrella organisation without top-down command over enter-
prise-level unions. In 1988 OPZZ-affiliated unions joined the wave of
strikes inspired by the then still illegal political opposition (in substan-
tial part composed of underground »Solidarno$é« networks embedded
in workplaces) that swept aside the government of Zbigniew Messner
and eventually opened the way for the roundtable talks. Workers’
strikes had smoothed a path for trade union pluralism and were instru-
mental in bringing about the transition to political democracy and a
market economy in Poland.

2. Take-off of Economic and Political Transition
in Poland and the Role of the Trade Unions

2.1 Trade Unions and »Shock Therapy«

Trade unions, in particular »Solidarno$é« (formally reinstated in spring
1989, but de facto recognised by the government as a political partner
already in the second part of 1988), were among the main actors in
the roundtable negotiations. Standing over against »Solidarno§é« was
OPZZ, participating in the talks as part of the government camp. Within
a special working group (the so-called union sub-table) representatives
of OPZZ and »Solidarno$é« discussed, among other things, the future
trade union model, with strong emphasis on the matter of union rep-
resentation at workplace level. While OPZZ favoured the »one work-
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place/one union« concept (the representative union to be elected in a
general ballot), »Solidarno$é« opted for pluralism at workplace level,
and when its view eventually prevailed, company trade union pluralism
become yet another characteristic feature of trade union development
in Poland after 1989.

Following the semi-free parliamentary elections in June 1989, and
the ensuing formation of the first non-communist government led by
Tadeusz Mazowiecki in September, economic »shock therapy« was
implemented in 1989/1990, posing a dramatic challenge to trade un-
ions: on one hand, they were in favour of dismantling the command
economy in order to destroy the power base of the communist system,
but on the other hand they were fully aware of the painful social con-
sequences arising from structural reforms. Both major national-level
organisations refrained from contesting the reforms. Furthermore,
»Solidarno$é« decided to »spread an umbrella«' over the government,
implicitly endorsing the reforms. The economic policy direction of the
Mazowiecki government was diametrically opposed not only to the
agenda of the original »Solidarno$é« movement of 1980-1981 but even
to the positions presented by the opposition camp during the round-
table talks (Gardawski 2009). As eminent Polish economist Tadeusz
Kowalik (2009) put it, Mazowiecki (whose knowledge of the economy
and economics was limited) »wanted to go to Bonn« for advice (that
is, to imitate the German Soziale Marktwirtschaft), but his Deputy in
charge of economic affairs, Leszek Balcerowicz - known for his neo-
liberal and monetarist inclinations and chosen for the job not because
of his political influence (of which originally he had none), but for his
professional skill - »bought him a ticket to Chicago«.? Trade unions fell
into a trap of contradictory expectations and demands, being caught
between the Scylla of realpolitik (supporting the string of governments
backed by the post-Solidarity political milieu, which operated under
various party banners) and the Charybdis of working class collective
interests, jeopardised by the radical reforms. Interestingly, »Solidar-
no$é« did not face that dilemma alone, as OPZZ also had to cope with

1 »Spreading an umbrella« over the reforms was a rhetorical figure intended to turn public
attention away from the fact that the union was becoming too weak to effectively challenge
the neoliberal course of reforms in 1989-1990.

2 The economicreformsreceived significant support from Western experts tied to internation-
al financial institutions, personified by Jeffrey Sachs, then working at Harvard University.
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it, albeit for different reasons, namely the fear of being labelled the
brakeman of the reforms.

2.2 Towards Tripartism

The tactical support the leaders of both »Solidarno$é« and OPZZ gave
to the shock therapy created internal tensions and brought to the fore
disagreements between leadership and grassroots. This manifested it-
selfin a flight out of trade union membership (Solidarno$§¢’s membership
went down from 2.2 million in 1991 to 1.5 million in 1993) and a wave of
industrial action led by company-level unions and peaking in 1992-1993.
In order to appease the workers, the government, trade unions (OPZZ,
»Solidarno$é« and seven independent organisations) and the Confeder-
ation of Polish Employers (Konfederacja Pracodawcéw Polskich, KPP)
signed the Pact on State-owned Enterprise in the Restructuring Pro-
cess (February 1993). That was a fundamental event for Polish industrial
relations, for at least two reasons: first, following the conclusion of the
Pact, the signatories formed a central-level tripartite body, the Tripar-
tite Commission (Komisja Trdjstronna)?, and second, the Pact is the only
case of a successful nation-wide social pact concluded after 1989.

As a number of authors claim (for example, Iankova 2003; Gardawski
2009), launching the Tripartite Commission triggered a move from a plu-
ralist system of industrial relations towards neo-corporatism, with the
social partners, with their institutional engagement, entering the process
of deliberative democracy. However, other authors assert that the system
was statist (or state-centred) (for example, Bechter, Brandl and Meardi
2011) behind a fagade of tripartite bodies (for example, Ost 2000, 2011).

2.3 Trade Union Pluralism and Political Party Affiliations

»Solidarno$¢« was never merely a trade union, but always an organi-
sational frame for political activists as well. After 1990 it was basical-
ly confronted with three options: (1) withdrawing to focus on union

3 Tripartite Commission for Social and Econmic Affairs (Trojstronna Komisja do Spraw Spotec-
zno-Gospodarczych).
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business and engaging in political lobbying only if workers” interests
were concerned; (2) remaining a broad organisational platform from
which political parties could emerge and use the platform to influence
party politics; (3) building a political party of its own and participate
in elections. As we can see, »Solidarno$¢« did actually move through
all three options, with frustrations arising from one form of political
engagement becoming the inducement to try the next. »Solidarno$¢’s«
political dance led to trade union pluralism being transformed into
party political clashes.

The first stage began in 1989 when »Solidarno$é« held patronage
over civic committees (Komitety Obywatelskie), from which a multitude
of parties (referred to as »post-Solidarity«) stemmed. In 1997, »Solidar-
no$é« went a step further by moving to the centre of a broad coali-
tion, Solidarno$¢ Electoral Action (Akcja Wyborcza Solidarno$é, AWS),
which won the parliamentary elections. Thus, »Solidarno$¢« via AWS
became the senior partner in a coalition government. In 2001 AWS suf-
fered a massive electoral defeat and the union retreated from parlia-
mentary politics, although in the following years (2005, 2010 and 2015)
it officially backed presidential candidates of the conservative Law and
Justice party (Prawo i Sprawiedliwo$¢, PiS).

OPZZ, being the »post-communist« confederation, initially adopted
a wait-and-see stance towards market reforms. However, it moved into
party politics as well by becoming a founding member of the Democrat-
ic Left Alliance (Sojusz Lewicy Demokratycznej, SLD), a major left-wing
party. SLD was the senior partner in the ruling coalitions in 1993-1997
and 2001-2005. Thus, until 2005 »Solidarno$é« and OPZZ were mem-
bers of opposing political camps and not able to pull together on issues
of common workers’ interests.

In the late 2000s OPZZ followed »Solidarno$é« in also distancing
itself from party politics, mainly due to the electoral decline of SLD.
Disillusionment with the political entanglement of the two major na-
tional-level unions was a key factor behind a trade union split and the
establishment in 2001 of the Trade Union Forum (Forum Zwigzkéw
Zawodowych, FZZ), a confederation formed by independent unions
and a number of organisations which had turned away from OPZZ.
FZZ from its very beginning declared its distance from party politics
and indeed, the political party clashes of unions in those years were
the real cause of the emergence of Poland’s third confederation.
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3. Trade Union Adjustment to the New Political
and Economic Situation

3.1 Between Politicisation, De-Unionisation and Organising

In the early 1990s there was a deep political cleavage in the Polish union
movement: on one hand, there was the anti-communist »Solidarno$é,
on the other hand, OPZZ, bearing a stigma as a post-communist confed-
eration. The conflict was further amplified by a dispute between the two
organisations over an unsolved problem of union property confiscated
by the authorities after martial law and granted to the former »official«
confederation (Gardawski 2009: 486).

Both major unions took an ambiguous stance towards the economic
changes, especially neoliberal »reforms«, whose path was laid by the
shock therapy 0f1989-1990. At the central level, the general direction of
transformation was not contested, but at the branch level, specific sec-
toral interests were defended against government policy (in particular,
regarding restructuring and privatisation), often by coalitions encom-
passing unions and management. Furthermore, at the enterprise level,
the unions frequently stood up against restructuring initiatives. The in-
decisive approach of the unions towards the market economy reflected
the inconsistent and ambivalent, but largely market economy-oriented
vision shared by the majority of Polish workers; approval of loss-mak-
ing enterprises going bankrupt was coupled with a lack of tolerance of
unemployment (Gardawski 1996).

In the 1990s Poland, similar to the bulk of post-socialist central and
eastern Europe, witnessed labour demobilisation. Workers” quiescence
(Crowley and Ost 2001) manifested itself in the rapidly decreasing num-
ber of strikes. After anti-reform industrial action intensity had peaked
in 1992-1993, the annual number of strikes began to fall and has re-
mained low, with only brief periods of mobilisation in 1999 (mostly due
to teachers unions protesting against education reforms) and later be-
tween 2006 and 2008, during the post-accession phase of swift eco-
nomic growth (for details, see Ostrowski in this volume). Following the
establishment of the Tripartite Commission in 1994, »transformative
corporatism« (Iankova 2003) emerged.

Interestingly, the level of unionisation was not particularly high
even at the beginning of the 1990s. Since then the Polish trade union
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Table 1: Trade Union Density in Poland (%): Survey Data

Year 1987 | 1991 | 2000 | 2002 | 2007 | 2008 | 2010 | 2013 | 2014
Trade Union | 300, | g9, | 209 | 18% | 14% | 16% | 15% | 10% | 12%
Density

Source: Wenzel (2009: 540) based on the Public Opinion Research Centre (CBOS) data series. Data
on 2002, 2007, 2010, 2013 and 2014 based on the reports of CBOS no. BS/55/2003; BS/21/2008,
BS/109/2010, BS/62/2013, 106/2014.

movement has had to cope with the challenge of a constant decline in
membership, albeit at an uneven pace.

There were two phases of rapid loss of members: first, between 1990
and 1993, and second, in the early 2000s. The former is explained by ei-
ther working class disillusionment with trade unions seen as unable and
unwilling to actively articulate and represent labour interests (Wenzel
20009) or privatisation (Gardawski et al. 1999). The second phase was due
to the coming to power of »Solidarno$é« after the 1997 parliamentary
elections, which is often identified as giving the deunionisation process
new momentum (Gardawski et al. 1999). The threat of deunionisation
and its potential consequences was recognised relatively early, because
already in 1993, »Solidarno$¢« with the support of the US AFL-CIO
began to experiment with the American organising model (Czarzasty,
Gajewska and Mrozowicki 2014), defined by large, sector-oriented or-
ganising campaigns carried out by professional union organisers. In the
subsequent years, the union engineered its initial organising campaign
in the private sector (retail networks), and set the example for other
unions, including an OPZZ affiliate, the Confederation of Labour (Kon-
federacja Pracy, KP), which began to implement their own variety of or-
ganising model at the turn of the new century (Ostrowski 2009). While
organising efforts have not reversed the overall de-unionisation trend,
they have nevertheless produced compensatory effects as far as mem-
bership is concerned, not to mention successful capture of numerous
bridgeheads in the private sector, such as retail networks, banking and
financial services or security and cleaning services (Czarzasty, Gajews-
ka and Mrozowicki 2014).

Due to the lack of administrative or comprehensive empirical data
on trade union membership in Poland, for many years the only source
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Table 2: Declared Union Membership in Adult Population (+18) (%)

Month 03 04 06 12 03 09 06 03 05 07 07

Year 1990 | 1991 | 1992 | 1993 | 1994 | 1995 | 1996 | 1999 | 2000 | 2001 | 2002

NSZz

Solidarnosé | 15 10 6 5 5 6 5 5 4 3 2
opPzz 6 6 6 3 5 3 3 3 3 2 2
Fzz - - - - - - - - - - -
Other 1 3 4 2 4 2 3 3 2 3 2
Total 22 19 | 16 | 10 | 14 | 11 1 1 9 8 6
Month 0 | 09 [ 09 | 02 | 11 22 | 07 | 03 | 04 | 05 | 03

Year 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2010 | 2012 | 2013 | 2014 | 2015

NSzz

Solidarnos¢ 3 3 3 3 2 3 3 2 1 2 2
OPZzZ 2 2 2 1 2 2 1 2 2 2 2
Fzz 1 1 1 1 1 1 1 1 1 1 1
Other 2 2 3 2 2 2 2 1 0 1 1
Total 8 8 9 7 7 8 7 6 5 6 6

Source: Wenzel (2009:540) based on the Public Opinion Research Centre (Centrum Badania Opinii
Spotecznej, CBOS) data series; CBOS report no. 66/2015.

available were public opinion polls by the Public Opinion Research
Centre (CBOS). Only in 2015 did the Central Statistical Office present
a detailed report on unionisation based on a module study on a large
sample, which revealed the picture of unionisation in Poland to be actu-
ally somewhat better than the one outlined in the CBOS data series (un-
ion density at 17 % level). According to CBOS, between 1990 and 2008
trade unions in Poland lost 70 per cent of their members. »Solidarno$§é«
remained the biggest organisation, followed by OPZZ, with FZZ ranked
third as the smallest nationwide confederation.

Since the 1990s industrial relations in Poland have been deeply af-
fected by the deterioration of collective bargaining, especially at the
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sectoral level, a phenomenon present in the majority of CEE countries
(with minor exceptions, such as Slovenia or Romania) (see Ghellab and
Vaughan-Whitehead 2003). The atrophy of sectoral agreements has to
some extent been compensated by the establishment of sector-level tri-
partite committees (Tréjstronne Zespoty Branzowe, TZB). Interestingly,
the first TZB had been created in 1992, prior to the establishment of
the national Tripartite Commission. TZBs have retained autonomy over
against the Tripartite Commission (not recognised by the relevant legis-
lation), and have become a venue for »corporatist bargaining, in which
employees and employers often joined forces against the government,
especially when government restructuring programmes were imple-
mented throughout the 1990s in the run-up to Poland’s EU accession
(Gilejko 2000).

3.2 EU Integration

The trade union movement in Poland firmly supported the idea of Eu-
ropean integration and Poland’s EU accession. Their institutional in-
volvement began with the launch of the PHARE Social Dialogue Project
(1992-93) (Iankova 2002: 108). All representative trade union organisa-
tions participated in the negotiations in the Social Dialogue Roundtable
for European Integration (Okragty Stét Dialogu Spotecznego na rzecz
Integracji Europejskiej, OSDSIE), a bipartite body founded in 2002, in-
tended to serve as a laboratory of autonomous social dialogue. Finally,
all three national-level trade union organisations eventually acquired
membership of the ETUC, while »Solidarno$é« and OPZZ also joined
the ITUC.*

Trade unions (like Polish society as a whole and most of the political
mainstream) had substantial expectations regarding EU enlargement,
which was seen as a chance to transpose the principles of the European
Social Model to Poland, hence putting a stop to the corrosion of the

4 Inthe 1990s only »Solidarity« maintained contacts with the Western union movement. Un-
til 2006 »Solidarity« was the only Polish member organisation of the ETUC and the ITUC
(granted observer status in 1991 and full membership of both in 1996). OPZZ was admitted
to the ETUC and the ITUC in 2006. Between 2001 and 2011 Forum was a member of the CESI
(Confédération Européenne des Syndicats Indépendants), and since 2012 has belonged to
the ETUC.
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welfare state. However, they did not subscribe to blind Euro-enthusi-
asm and their outlook on the potential consequences of enlargement
could be described as nuanced. Accession posed numerous challeng-
es (for example, Meardi 2012; Trappmann 2013). Prior to the accession
referendum in 2003, both major national trade unions reaffirmed their
support for Poland’s entry to the EU, but at the same time reminded
people of the conditions that would have to be met so that the process
would be beneficial to all parties involved. The OPZZ position approved
by the Fifth Congress in 2002 states:

OPZZ supports Polish accession to the EU, seeing it as an opportunity

for both Poland and EU member states, as well as the working people
of Europe. This will be achieved if the Europeans maintain Solidar-
nos¢ as a fundamental value of the European Union.

»Solidarno$é«, despite its affirmative stance towards EU, expressed
enlargement-related reservations even more openly than OPZZ. In its
agenda adopted at the Fifteenth National Congress in 2002, one finds
the following passage:

Integration of Poland with the European Union raises both hopes and
worries. The most important are the problems related to the preserva-
tion of national sovereignty and identity, and fulfilment of socio-eco-
nomic standards set by the EU directives and the European Social
Charter. The union should firmly oppose any solutions unfavourable
for employees and their families, which might be introduced on that
occasion. The conditions of Poland’s EU admission will have a de-
cisive impact on the domestic labour market. [...] »Solidarnosé« has
repeatedly drawn attention both to benefits and challenges entailed
by the EU accession.

3.3 Tackling the Inheritance of the Past -
Trade Union Property

Apart from divergent political views, material issues became another
source of tensions and disputes between the two »historical« union or-
ganisations. The property of the former CRZZ was divided between the
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two nationwide organisations in 1991 by virtue of the Trade Unions Act,
followed in 1997 by an ordinance of the Minister of Labour which pro-
vided a detailed inventory of the assets that were subject to the division.
The next stage in the process of resolving financial issues was complet-
ed with the passing of the Act on the Tripartite Commission for Social
and Economic Affairs and the voivodship social dialogue committees
stipulating that financial resources that had belonged to previous trade
union centres and were acquired by OPZZ in 1985 were to be divided
(after deducting cash that remained in the hands of »Solidarno$é« in
1981, first, and valuation of the remaining part, second) half and half
between OPZZ and »Solidarno$é«. The issue of the Employee Holiday
Fund (Fundusz Wczaséw Pracowniczych, FWP), a union-controlled
welfare agency from socialist times, was finally resolved in autumn
2015; its remaining assets were to be divided among the national-level
representative trade unions.

3.4 From Party Politics to Union Cooperation

For the first two decades after the fall of state socialism in Poland, two
major historical trade union organisations (»Solidarno$é« and OPZZ)
had remained actively engaged in party politics. As for »Solidarno$é«, the
union had its own party in the 1991-1993 and 1993-1997 parliaments and
in 1997 Solidarity Electoral Action (Akcja Wyborcza Solidarno$é¢, AWS),
centred around »Solidarno$é« emerged victorious of the parliamenta-
ry election campaign, subsequently becoming the senior member of the
ruling coalition until 2001. The extreme unpopularity of the government
(chiefly due to four structural reforms introduced in 1999 concerning
health care, pensions, education and local government) prompted »Sol-
idarno$é« to renounce parliamentary politics before 2001. However, the
union has continued to endorse PiS candidates in presidential elections
(2005, 2010, and 2015).

As for OPZZ, the confederation was among the founders of SLD,
which originally operated as a coalition, and only in 1999 was trans-
formed into a unitary political party. OPZZ-linked deputies made a
strong showing in 1993-1997 and 1997-2001. From 2001 onwards, the
ties between OPZZ and SLD became increasingly loose. The politici-
sation of major »old« trade union organisations (»Solidarno$¢« and
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Table 3: Cleavages in Polish Unionism and Union Recognition at National
Level: Main Confederations

Union

organisation Type Orientation Political party Recognition

OPZZ (1984) | Confederation | Left-leaning but e SLD (1993-1997) Yes: Tripartite Com-
all encompassing e SLD (2001-2005) mission (1994-2015)/

o After 2006: No Social Dialogue Coun-
formal affiliation cil (since 2015)
NSzz Unitary union Right-leaning but | ¢ AWS (1997-2001) | Yes: Tripartite Com-
Solidarnos¢ all encompassing e After 2001: No mission (1994-2015)/
(1980) formal affiliation Social Dialogue

Council (since 2015)

FZz (2002) Confederation | All-encompassing | ® No formal Yes: Tripartite Com-
affiliation from mission (2002-2015)/
the beginning Social Dialogue

Council (since 2015)

Source: Own elaboration bases on Gardawski, Mrozowicki, Czarzasty (2012).

OPZZ) became a source of a growing discontent within the union
movement, especially among the rank-and-file members, which even-
tually led to the establishment of the third nationwide organisation, the
Trade Unions Forum (Forum Zwigzkéw Zawodowych, FZZ) in 2002.
In their manifesto the new confederation stated that it »is a national
trade union structure not tied to any political party. Accentuating its
political independence, the Forum emphasises the need for the Polish
trade union movement to liberate itself from the bipolar constellation
inspired mainly by ideology and historical judgements.« In line with
its initial declarations, the new confederation has kept a distance from
party politics. In 2003 the Forum was admitted to the Tripartite Com-
mission.

3.5 Tripartism: Between Austerity and Union Solidarity

How did the Tripartite Commission evolve? Between 1994 and 2001
the body operated on the fragile basis of a Council of Ministers (gov-
ernment) decree, which undermined the Commission’s mandate and
influence. When the Commission was established in 1994, there were
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altogether nine union organisations present in it; besides Solidarnos$¢
and OPZZ, another seven independent organisations that had signed
the Pact on State-owned Enterprise in the Restructuring Process par-
ticipated. In 2001 the Act on the Tripartite Commission on Social and
Economic Affairs and Regional Social Dialogue Commissions was
adopted, giving the body a solid legal foundation. Nevertheless, the
two attempts to negotiate a social pact, undertaken in 2003-2004 (the
so-called Hausner Plan) and 2006 (the Economy-Work-Family-Dialogue
draft social contract was presented outside the Tripartite Commission,
only to »Solidarno$é«) proved unproductive. In 2009, facing the threat
of a global recession spilling over into Poland, national-level social
partners managed to hold swift (lasting less than two months) nego-
tiations, which produced the »Autonomous Anti-crisis Package«, a list
of 13 objectives intended to become cornerstones of public anti-crisis
policy. Instead of being a turning point, the Package turned out to be
a pyrrhic victory for social partners and social dialogue. Although the
government transposed vast parts of the Package into legislation, both
tripartite and bipartite negotiations at the central level faded quickly
afterwards. Such a breakdown can be explained by two, interrelated
factors: first, Poland’s economy effectively withstood the worldwide
recession (technically, since 2008 Poland has never experienced a fall
in GDP annual growth rate); second, the public perception was that
the government’s main task was to combat public debt and the budget
deficit. In both instances the government believed that social dialogue
could hamper its policies of budgetary consolidation with a home-
grown »austerity« programme and thus, around 2010, the demise of the
Tripartite Commission began.

Since 2010, the government has focused on budgetary consoli-
dation and public debt reduction as their main priorities. Pursuing
those two interrelated objectives through radical cuts of public ex-
penditure, which translated into a »pay freeze« in the public sector,
and weakened the three-pillar pension system established in 1999,
the government found itself on a collision course with the trade un-
ions. The growing unilateralism of the government in the Tripartite
Commission triggered a process of »rapprochement« within the
trade union movement. In particular »Solidarno$é« and OPZZ start-
ed to overcome their historical and political cleavages. In 2013, all
three national trade unions took the decision to exit the Tripartite
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Commission and in September 2013 the largest street demonstration
since 1989 (with well over 100,000 participants) marched through
Warsaw under the joint auspices of FZZ, »Solidarno$é« and OPZZ.
Those events marked the beginning of a two-year deadlock in tri-
partite social dialogue in Poland. During this period the trade union
movement acted in unison and intensified bipartite cooperation took
place between unions and employer organisations in an attempt to
work out an alternative tripartite formula, which eventually found
success in the form of a new law on tripartite social dialogue adopted
in the summer of 2015.

3.6 Recent Developments:
On Course Towards Neo-Etatism?

The double electoral triumph of the Law and Justice party (PiS) in May
and October 2015 at first appeared to signal progress for the working
class and trade union camp. Despite the new government’s autocrat-
ic inclinations, strengthening the powers of the political executive and
weakening the rights of the judiciary and the media, social dialogue
initially went smoothly.

The President (linked to PiS, although no longer a member of the
party) formally launched the Social Dialogue Council (RDS) in October
2015. The new government - enjoying an absolute majority in the par-
liament and with the first non-coalition cabinet since 1989 - endorsed
some union demands, such as the introduction of a minimum hourly
wage for persons working on the basis of a civil law contract and a re-
turn to the retirement ages of 60 years for women and 65 for men from
the current 67 years for all.

However, since late 2016 Polish tripartism started to show symp-
toms of the old disease: state domination of social dialogue bodies. The
new Trade Union Law, which unions were calling for to rebalance their
power base within industrial relations was not presented by the govern-
ment even after two years of intense debates.

Furthermore, political cleavages in the union movement which ap-
peared to have been overcome since 2013, began to resurface. »Solidar-
no$é« refrained from contesting government policies even in the case
of the highly controversial reform of compulsory education, which the
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Polish Teachers Union (ZNP), an OPZZ-affiliate, strongly opposed. »Sol-
idarno$é« had endorsed the PiS presidency and government - which
resulted in some of its key legal advisers getting top positions in the
Ministry of Labour - and is not keen on challenging government pol-
icies. The new general political tendency in Poland of strengthening
the executive branch of power is likely to turn industrial relations into
some form of neo-etatism.

4. Conclusion

Polish trade unions have travelled a long and winding road through
changing times, which, in contrast to the other countries of central
and eastern Europe, began not in 1989 but in 1980, with the rise of
»Solidarno$¢«. When authoritarian state socialism finally fell apart,
the situation of the Polish union movement was far more complicat-
ed than in the other former USSR satellite states. First, working class
representation was split into two, then mutually hostile, blocs, which
reflected a deep division in Polish society, into post-Solidarity and
post-communist camps. Second, Polish unions represented a case of
advanced pluralism, whose roots stemmed from the explosive emer-
gence of a mass freedom-fighting social movement centred around an
independent trade union, coupled with the disintegration of official
Leninist unions. Having crushed »Solidarno$é« in 1981, the authori-
tarian government, acting of out fear of a repetition of the working
class rebellion, rebuilt the official unions in a bottom-up manner,
giving upper level units (sectoral and national) only moderate power
over enterprise-level organisations. The new, official unions embod-
ied in OPZZ were definitely not a reincarnation of Leninist unions.
An unintended consequence of that operation was the development
of a network structure over which also the central administration had
limited control, an effect which became clear in 1988 when OPZZ un-
ions joined the wave of strikes. In 1989 the two national-level trade un-
ions politically stood at the opposite sides of a (figurative) barricade,
and - during the roundtable talks - worked out a compromise that
further consolidated organisational pluralism in the union movement.
Politicisation of major trade unions in Poland led to dramatic choices,
especially in the early years of transformation, when they (with spe-
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cial emphasis on »Solidarno$é«) endorsed radical economic reforms,
whose social effects proved painful for the working class. When work-
ers and enterprise unions challenged the reform agenda in a new wave
of industrial conflicts in 1992-1993, the trade unions stood divided.
Whereas both central union bodies refrained from open contestation
of the reforms, enterprise-level organisations engaged in fierce pro-
tests and it was not uncommon to see »Solidarno$c¢«, OPZZ-affiliated
and independent unions acting hand in hand. To keep the reform agen-
da alive, the government and employers agreed to the establishment of
a consultative body. As a result, in 1993 the only nationwide social pact
in the post-1989 history of Poland was concluded and the tripartite
social dialogue was conceived in 1994.

Looking at the twenty years of the Tripartite Commission (1994-
2015), one must admit that its accomplishments were modest. Undoubt-
edly, trade unions (and employers’ organisations as well) have faced
domination and unilateral policymaking by the government on many
occasions, especially in the final years of the Tripartite Commission
(from 2010 onwards). However, a seat in the body was a highly desirable
asset for any social partner organisation, as it became an increasingly
important source of legitimisation and power (symbolically, at least). In
the case of trade unions, this new source of legitimacy was even more
important as de-unionisation had set in. This process was propelled
by the new context of a market economy but it also had specific Polish
features in the way trade union competition evolved with a political
party nexus.

Following the 2004 EU accession, the situation of Polish trade un-
ions and their strategies were transformed: the competitive political
party affiliations of the two major, »historical« unions (»Solidarno$é«
and OPZZ) were weakening, to which process the rise of the third,
non-political - their own words - confederation (FZZ) contributed
significantly; union pluralism was slowly being transformed from
competitive to cooperative. Last but not least, trade unions gradually
began to regain influence in society as a vociferous critic of current
capitalism.’

5 This model is variously called a »dependent market economy« (Noelke and Vliegaenthart
2009), »embedded neoliberalism« (Bohle and Greskovits 2012) or simply an »assembly plat-
form« for more advanced economies (Bugaj 2015).
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From Conflict to Cooperation —
Trade Unions in Poland

Piotr Ostrowski

1. Introduction

In Poland, relations between trade unions have for many years pre-
sented an example of »conflictual pluralism«. The sharing of property
and resources from the Socialist era between the OPZZ and the NSZZ
»Solidarno$é« helped to overcome their historical and ideological dif-
ferences and, consequently, to strengthen cooperation in the interests
of workers, including joint actions. The challenges currently faced by
Polish trade unions (mainly in social dialogue), can only be met if they
continue to unite their efforts.

The chapter starts by providing empirical evidence on the strength
of Polish trade unions (membership, collective bargaining and social di-
alogue, the number of strikes and protests). It then considers the chang-
es that have occurred since 1989 in relations between the two largest
Polish confederations - NSZZ »Solidarno$é« and OPZZ - including their
political orientation and the significance of EU accession for trade un-
ion cooperation. The final section of the chapter focuses on a new wave
of trade union protests starting from 2013, including the boycott of the
Tripartite Commission and measures taken to create new structures for
social dialogue, which improve unions’ role within those bodies.

2. State of Play: Empirical Overview
As a consequence of new legislation established after martial law

was imposed in 1982 trade unions in Poland are organised at com-
pany level. Only employees of a company can become members of a
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trade union. Minimum membership of a company union is fixed at 10
employees (Trappmann 2012). At the top of the organisational hier-
archy, there are two large confederations, the All-Poland Alliance of
Trade Unions (Ogélnopolskie Porozumienie Zwigzkéw Zawodowych
- OPZZ) and the Independent and Self-Governing Trade Union »Sol-
idarno$cé« (Niezalezny Samorzadny Zwigzek Zawodowy - NSZZ »Sol-
idarnos$é«) and the smaller Trade Unions” Forum (Forum Zwigzkéw
Zawodowych - FZZ). Three-quarters of company unions have joined
one of the three confederations; the others remain independent (Ful-
ton 2013). All three umbrella unions are members of the European
Trade Union Confederation (ETUC). OPZZ and NSZZ »Solidarnos$é«
are also affiliated to the International Trade Union Confederation
(ITUC).

2.1 Membership

It is difficult to estimate trade union membership precisely. State in-
stitutions do not collect any official statistics and the records of the
confederations at national level - if they exist at all - are not relia-
ble. Thus, calculations may be based on incomplete estimations and
self-reported figures or survey data. Until 2015, the most comprehen-
sive and credible survey was provided by the Public Opinion Research
Centre (Centrum Badania Opinii Spotecznej, CBOS) (Czarzasty et al.
2012). According to CBOS data, the Polish trade union movement ex-
perienced a dramatic decline between 1991 and 2014, when estimated
union density fell from 28 per cent to 12 per cent of all employed per-
sons (see table 1 and 2 in Czarzasty, in this volume). In 2015 the Central
Statistical Office of Poland (Gléwny Urzad Statystyczny, GUS) for the
first time in the past 25 years released a report on trade unions. Ac-
cording to these figures, trade unions in Poland are the second largest
institution in the non-profit sector (NGO), being, at the same time, one
of the most representative of civil society. In 2014, trade unions had
1.6 million members. »Individuals affiliated to trade unions accounted
for 5 per cent of the adult population of Poland, 11 per cent of all those
working, 17 per cent of those having an employment contract and 19
per cent of workers of companies employing more than nine persons«
(GUS 2015).
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Together with changes in trade union membership the labour mar-
ket has been transformed radically as well, with the emergence of
such things as (bogus) self-employment, civil law employment (service
contracts that are not subject to labour law adopted by companies to
make employment more »flexible« and to cut labour costs!) and in-
formal employment. It is extremely difficult, sometimes impossible
for trade unions to organise workers employed on such terms (Trapp-
mann, 2012). However, the situation of these precarious workers may
change. On 2 June 2015, the Constitutional Court reviewed a motion
filed by OPZZ. The court ruled that the Trade Unions Act violated the
Constitution by narrowing the right to start and join unions to people
with an employment contract. Following the required amendment to
the law, people working on the basis of civil law contracts and the
self-employed were to enjoy full rights to establish and join trade un-
ions (Czarzasty 2015).

Despite this development, the proportion of organised workers out
of those who could be organised (in particular those who are employed
under a permanent labour contract, in the public sector or large former
state-owned or FDI enterprises) is possibly only around 50 per cent.
Still particularly strongly organised are teachers (39 per cent), steel
workers (40 per cent), pilots (52 per cent), nurses (58 per cent), railway
workers (80 per cent), postal workers (60 per cent) and miners (almost
100 per cent) (Trappmann 2012).

The structure of union membership is also presented in the GUS
report: 24 per cent of all trade union members in Poland are in the ed-
ucation sector, 12 per cent in manufacturing and health care and social
assistance, 11 per cent in transport and logistics and 10 per cent in min-
ing and extractive industries, with the other sectors accounting for the
rest (GUS 2015).

2.2 Collective Bargaining and Social Dialogue

Only a minority of employees in Poland (around 30 per cent) are cov-
ered by collective bargaining. Most negotiations take place at the com-

1 Inthe public debate trade unions use the term »junk contracts« to describe this kind of pre-
carious employment.



302 Piotr Ostrowski

pany or workplace level. The number of sectoral (multi-workplace)
collective agreements is very small. At company level the bargaining
takes place between the individual employer and the company level
trade union organisation. This means that where there are no unions
to take up the issue, pay and conditions are set unilaterally by employ-
ers. If there is more than one trade union organisation in the compa-
ny, the union organisations should negotiate jointly. The agreement is
supposed to be reached with all the unions in the workplace or at least
(if there is no consensus between all of them) with all the »represent-
ative« unions - defined as having at least 10 per cent of the workforce
in membership - or 7 per cent if the union organisation concerned be-
longs to one of the three nationally representative unions (OPZZ, NSZZ
»Solidarno$é« and FZZ). If no union represents at least 10 per cent of
the workforce, the agreement should be signed with the largest union
in the company (Fulton 2013). Where an agreement is in force, its pro-
visions cover all workers (members and non-members), even though
it was negotiated by a trade union(s). According to the Labour Code:?
»Upon a joint request of an employers” association and the multi-en-
terprise trade unions that concluded a multi-enterprise agreement,
the Minister for Labour Affairs may - if necessary on the grounds of
important social interests - issue an executive regulation extending
the scope of application of a multi-enterprise agreement, or parts of
it, to employees who are employed at an employer not covered by any
multi-enterprise agreement but conducting the same business activ-
ity, or a business activity similar to the activity of employers covered
by this agreement, established on the basis of separate law provisions
concerning the classification of business activity, having consulted this
employer or an employers” association indicated by it, and an enter-
prise trade union, if there is one at the employer.« The over-complicat-
ed procedure, which requires a joint request from both trade unions
and employers, as well as the assignment of competence to the Minis-
ter of Labour Affairs rather than the Minister of the Economy are held
to be the reasons why extensions and/or binding collective agreements
are lacking in practice (Czarnecki 2014). Moreover, with the reform of
the Labour Code in 1996, free collective bargaining was introduced,
with withdrawal of the state from detailed regulation of labour rela-

2 Article 2418 81.
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tions by means of a simplified Labour Code and limitation to minimum
standards (Trappmann 2012).

In addition to negotiations at company level and to a lesser extent
multi-workplace level, between 1994 and 2015 a Tripartite Commission
for Socio-Economic Affairs (TK) existed to bring together trade unions
(OPZZ, NSZZ »Solidarno$é« and FZZ), employers and government. The
Tripartite Commission had to be consulted on legislation concerning
the labour market and had nine separate permanent working groups
that looked at specific issues, including employment law and collective
bargaining. The three parties were tasked with reaching agreements
within the framework of the Commission, which also played a role in
setting the minimum wage. The unions and the employers in the Tripar-
tite Commission were also able to reach their own bilateral agreements
(Fulton 2013).

In June 2013, all three union confederations, in a joint action, de-
clared their dissatisfaction with the role of the Tripartite Commission
and the government’s ever stronger emphasis on unilateral policy-
making on labour and social issues and suspended their participation.
This was sparked by the government’s revision of the Labour Code to
make working time more flexible. The exit marked the culmination of
the unions’ growing disillusionment with government plans for budget
consolidation and public debt reduction (Czarzasty 2015). Since then,
the Tripartite Commission has held regular meetings only in a bilateral
setting (employers and government). This joint union action was a signif-
icant stepping stone for intensified cooperation among the unions and
soon developed into joint forms of protest (see below).

2.3 Strikes and Protests

According to the Polish Act on resolving collective labour disputes, the
rights and collective interests of workers are represented by trade un-
ions. Thus, only trade unions can legally conduct strike action. Works
councils are not able to call a strike and spontaneous strikes by ad hoc
groups are also not legal.

Unions call for strikes mainly at company level, whereas collective
action at sectoral level is almost always limited to the public sector (for
instance, health care, education, mining and postal services). Between
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2005 and 2008, strike rates began to increase and involved also workers
in the private sector, reaching a peak in 2008. That development may be
explained mainly by the general improvement in the economic climate,
marked by swiftly growing GDP, falling unemployment and deepening
labour shortages caused by massive migration to the EU15 countries
that opened their labour markets to the citizens of the New Member
States following the 2004 enlargement. However, the previously un-
precedented high rate of strikes in 2008 was due mainly to the massive
mobilisation in the education section. Moreover, union organising cam-
paigns in the private sector also contributed to the build-up of a rela-
tively strong wave of labour mobilisation. All these factors combined to
reinforce the trade union bargaining position. The 2008-2009 global
financial crisis and its aftermath slowed down economic development
in Poland. Since then, strike incidence has declined (table 1). In 2010-
2011, the three trade union confederations and their affiliates seemed
to have been more inclined to organise street demonstrations and pro-
tests against »austerity« measures than work stoppages (Czarzasty et
al. 2012).

The ongoing weak economic growth, government labour policies
and the crisis in social dialogue intensified protests again in 2013 and
2014. Three major actions should be mentioned in this connection.

First, in March 2013 all three representative trade union confed-
erations and two radical unions managed to organise a general strike
against government labour policies, which involved around 85,000
workers in the industrial Silesia region (southern Poland). The unions
opposed plans to make working time even more flexible and to allow
the number of »junk« employment contracts to increase. The unions
were also trying to draw attention to the problems of social dialogue
(see below). This industrial action in Silesia was the first general strike
in Poland in 30 years (Mrozowicki 2013).

Secondly, in mid-September 2013 more than 100,000 Polish workers
marched through the streets of Warsaw in the biggest demonstration
seen in the capital city in recent decades. It was part of the »National
Days of Protest« campaign organised jointly by the three national trade
unions (Czarzasty 2015).

Thirdly, in January 2015, tensions in the coal-mining industry, which
had emerged in the fourth quarter of 2014, escalated into a major con-
flict verging on a nationwide general strike (Czarzasty 2015).
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Table 1: Strike Action in Poland, 1990-2013
Strikers as a percent- Days not worked

Year Num!:)er Num.ber afge of the \.Norkforce due to participation

of strikes of strikers in companies where ] )

strikes occurred in strikes
1990 250 115,700 29.7 159,000
1991 305 221,500 41.4 517,600
1992 6,362 730,000 43.4 2,360,400
1993 7,443 383,200 55.2 580,400
1994 482 211,400 29.5 561,700
1995 42 18,100 37.6 56,300
1996 21 44,300 63.8 75,400
1997 35 14,200 42.4 27,500
1998 37 16,900 25.2 43,500
1999 920 27,100 43.9 106,900
2000 44 7,900 27.5 74,300
2001 1 1,400 32.8 33,400
2002 1 13 2.7 118
2003 24 3,000 18.5 6,500
2004 2 200 7.9 400
2005 8 1,600 33.2 400
2006 27 24,600 27.8 31,400
2007 1,736 59,900 26.2 186,200
2008 12,765 209,000 47.2 275,800
2009 49 22,400 19.6 9,100
2010 79 13,900 42.0 14,700
2011 53 18,680 32.2 26,000
2012 17 18,700 33.0 12,900
2013 93 29,300 17.2 10,100
2014 3 800 30.7 212
2015 14 19,100 63.7 108,200
2016 5 700 20.0 10,400
Source: National Statistics (GUS), 1990-2014.
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3. On the Way to Cooperation

The Polish model of pluralism, which evolved after 1989 (after the
»Round Table« agreement), is based on relations between the two main
trade unions confederations (OPZZ and NSZZ »Solidarno$¢«), which,
at the beginning in 1989, took the form of »conflictual pluralism«. Its
direct consequence was a significant and fairly rapid loss of members.
The decrease in unionisation can also be observed in other post-so-
cialist countries, but the extent of erosion and marginalisation that
confronted trade unions in Poland was singular. The »external« fac-
tors that contributed to this decline (erosion of public services and the
public sector, greenfield privatisation, but also the symbolic violence
of the dominant neoliberal discourse) were superimposed with »inter-
nal« disputes that, in the 1990s in particular, took the form of open po-
litical conflicts. The sources of the conflict lay in the roots of the main
actors: NSZZ »Solidarno$é« with its basis in the democratic opposition
of the 1980s, and the OPZZ built after the martial law, with a license to
operate from the ruling Party. It should be mentioned, however, that
»Solidarno$é« was not anti-socialist (especially at the beginning), nor
was the OPZZ just a puppet of the Party, especially in the late 1980s.
Despite the fact that the chairman of the OPZZ was a member of the
Politburo of the Central Committee of the Party, the OPZZ itself openly
criticised the government’s anti-social activities and joined strikes that
contributed substantially to the collapse of the government in 1988.
These protests, which in 1988 eventually led to the »Round Table«
agreement between the Party and the democratic opposition, were in-
itiated by an OPZZ affiliate, the Union of Public Transport Workers in
Bydgoszcz. It is therefore not surprising that Wiestawa Kozek called
the OPZZ in the years 1984-1989 »an opposition inside the system«
(the OPZZ confined itself to economic demands without contesting the
system as a whole).

The ideological and historical controversies of the 1980s were
carried into the 1990s. The treatment of the property of the former
Central Trade Union Council (CRZZ, the Leninist-type trade union)
and the property of Solidarno$¢ (in the period 1980-1981), which was
transferred to the OPZZ after martial law, became a matter of serious
contestation and was even carried into the international arena. With-
out consensus on the division of property, NSZZ »Solidarno$é«, hav-
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ing been granted membership earlier on, blocked applications by the
OPZZ to join the international (ICFTU and WCL - predecessors of the
ITUC) and the European (ETUC) levels. NSZZ »Solidarno$¢« gave in
only after the property dispute had been solved. It must be emphasised
that the property was shared fifty-fifty under the agreement between
the two confederations.

The last issue to be resolved was the allocation of resources and
the assets of former state recreation centres (Workers” Holiday Fund,
Fundusz Wczaséw Pracowniczych - FWP) that were previously run by
the OPZZ. On 11 September 2015 the Act on rights to the property of the
Workers” Holiday Fund was adopted by Parliament. The OPZZ, NSZZ
»Solidarno$é« and FZZ jointly participated in shaping the provisions of
the Act and agreed on the proposed division of shares in a new compa-
ny that was to run the FWP in the future.

4. Political Involvement

The political party affiliations of Polish trade unions are one of the di-
mensions of the abovementioned »conflictual pluralism« and should be
considered one of the reasons for their erosion and marginalisation (Ost
2002; 2005). Both, the OPZZ and NSZZ »Solidarno$é¢« decided during
the 2000s to withdraw from direct party politics (see Czarzasty in this
volume). However, recent decisions by NSZZ »Solidarno$é« during the
2015 elections seem to hark back to the 1990s.

Currently, the OPZZ is striving to adopt an independent attitude to-
wards political parties. During the presidential election campaign in
spring 2015, the OPZZ officially did not support any candidate, even
though the Democratic Left Alliance nominated its candidate. Moreo-
ver, during the campaign before the second round of elections, the lead-
ers of the OPZZ met with both candidates, although both were right-
wing. Before the autumn elections in 2015, OPZZ initiated the process
of unification of left-wing political parties (social democrats, including
SLD, greens and other minor groups). But even though the meetings
were held on OPZZ premises, beyond the initial meeting the leaders of
the OPZZ did not engage in the process of unification.

The political involvement of NSZZ »Solidarno$é« was deeper, with
more significant consequences for trade unions. In the period 1991-1993
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an independent trade union representation of »Solidarno$é« was present
in the Parliament (since 1993 it has been open only to political parties or
electoral coalitions). Between 1990 and 1992, NSZZ »Solidarno$é« spread
out a so-called »protective umbrella” over the neoliberal shock therapy
implemented by Leszek Balcerowicz in accordance with IMF guidelines.
From 1993 until 1997, the chairman of NSZZ »Solidarno$é«, Marian Krzak-
lewski, with the support of the Catholic Church, began the construction
of the right-wing electoral coalition Electoral Action »Solidarity« (Akc-
ja Wyborcza »Solidarno$é«, AWS). In 1997 AWS won the parliamentary
elections and formed a coalition government with the party of Leszek
Balcerowicz, who became deputy prime minister and minister of finance.
The coalition took another neoliberal turn. The »reforms« of »Solidar-
no$é« were generally rejected by the voters. Support for the government
fell dramatically, which resulted in disapproval not only of NSZZ »Soli-
darno$é« but also the entire trade union movement. In the end, AWS lost
the elections in 2001. The coalition that had won the elections in 1997 did
not even get into Parliament four years later. As a consequence of this
defeat, NSZZ »Solidarno$é« shunned political activity for a few years.
After 2001, NSZZ »Solidarno$é« decided to support the conservative
party »Law and Justice« (Prawo i Sprawiedliwo$¢, PiS), including in the re-
cent Parliamentary elections in autumn 2015. Moreover, during the elec-
tion campaign for President of the Republic, NSZZ »Solidarno$é« leaders
officially endorsed the Law and Justice candidates: Lech Kaczynski in
2005, his brother Jarostaw in 2010, and Andrzej Duda (acting President)
in 2015. Moreover, the former chairman of NSZZ »Solidarno$é« Janusz
Sniadek was an MP nominated by the PiS for the 2011-2015 parliament.

5. The Impact of EU Accession

Polish accession to the European Union did not have a particularly
strong impact on labour relations but nevertheless brought some pos-
itive outcomes. It ended OPZZ’s international isolation and provided
the confederation with ETUC membership status in 2006. Trade unions
were able to receive European funding to develop training capacities,
including programmes for sharing trade union knowledge with other
European countries and at the EU level (EWCs, for instance). Partici-
pation in such projects helped unions to better understand the impor-
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tance of long-term European trade union solidarity, which manifested
itself when Polish trade unions supported the protests against the first
draft of the EU directive on services in the internal market (Bolkestein
Directive) and got involved in the ETUC demonstration in Strasbourg in
2005 on the same issue. It should be added that the Polish trade unions
were heavily criticised for this involvement by Polish employers” organ-
isations, government (Ministry of the Economy) and the media as being
»against the national interest«. Crossborder trade union cooperation
also helped Polish trade unions to deal with the wave of emigration
from Poland after 2004. Initially, activities were uncoordinated, but
later structured bilateral activities developed with national confeder-
ations and industry federations from the United Kingdom, Ireland and
Switzerland, among others.?

6. Labour Legislation and Current Challenges
for Trade Unions

The current labour law regime limits the participation of trade unions
in structuring industrial relations, in several respects.

First, Poland’s economy is dominated by small and micro enterprises:
96 per cent of all firms have fewer than ten employees and 40 per cent
of all employees work at small companies (Trappmann 2012). As a com-
pany-level union can be established only with a minimum of 10 workers,
the majority of workers cannot organise themselves in trade unions.

The second legal challenge is the increasing use - as already men-
tioned - of so-called »civil law« (»junk«) employment relations. Civil
law contracts differ from work contracts in that they usually concern
employment defined in terms of the completion of a specific task or
product. These contracts are not subject to labour legislation and thus
the trade unions have no influence over working conditions regulated
on this basis. As the number of such contracts has risen rapidly, more
and more companies and sectors are trying to avoid their labour law
obligations and to »flexibilise« employment and cut wage costs (Trapp-

3 Forinstance, the OPZZ has seconded representatives to British (Unison: 2008-2012) and Swiss
(Unia: 2012-2015) unions to organise Polish migrant workers. Moreover, the OPZZ maintains
links with Polish organisers in Spanish (Comisiones Obreras) and Irish (SIPTU) unions.
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mann 2012). The recent decision by the Constitutional Court (June 2015)
that recognised that persons without an employment contract* may
nevertheless form and join trade unions (as set out in ILO Convention
No. 87) may help to rebalance - if not level - the playing field for trade
unions. The long-term consequences are not known yet as legislative
amendments will have to be inserted in the Law on Trade Unions.

Thirdly, the ever more dominant position of the government inside
the Tripartite Commission - which some have termed »consultative
etatism« (Gardawski 2009) or »illusory corporatism« (Ost 2000) was
the main reason why trade unions suspended participation in the insti-
tutional social dialogue in June 2013. This political boycott caught the
government on the hop in two regards: (a) the fact that the unions were
acting in consensus and (b) the extent to which unions were able to or-
ganise strikes and protests thereafter.

The initiative came from the trade unions. In October 2013 unions
jointly presented their proposal for a new central tripartite body - the
Social Dialogue Council (RDS) - to the employer organisations. The
unions were keen to relaunch tripartism, hoping it would balance re-
lations among the social partners and minimise the risk of government
domination. They felt this could be achieved by giving the RDS its own
budget, by formally situating the body within the remit of the Marshall
of the Sejm (the Speaker of Parliament’s lower house) and by annually
rotating the presidency of RDS among the three sides. Overall, employ-
ers’ organisations welcomed the union proposals, but were critical of
some aspects. Talks continued through 2014, but there was no sign of
interest from the government. In March 2015, at a closed summit, all
the social partners finally reached agreement on the draft proposal for
forming the RDS. The government formally submitted it as a draft bill
to the lower house of Parliament (Sejm) on 17 June 2015, where it was
adopted on 25 June (Czarzasty 2015).

The law stipulates that the new tripartite bodies must bring about
the following changes:

o The RDS shall replace the Tripartite Commission and the Regional
Social Dialogue Commissions (WKDS) shall be replaced by Regional
Social Dialogue Councils.

4 NSZZ »Solidarno$c¢« has complained to the ILO about this trend of civil law contracts.
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o The RDS shall be responsible for conducting dialogue »aimed at
facilitating conditions for socio-economic development, as well as
increasing competitiveness and social cohesion«.

o The RDS shall fulfil the principles of »participation and social soli-
darity in the field of employment relations« (this is significant, con-
sidering that the Tripartite Commission’s powers are limited to the
»maintenance of social peace«).

o All members of the RDS will be nominated by the President of Po-
land, after being proposed by each social partner (government,
trade unions and employers). The nomination meeting of the new
RDS was held on 22 September 2015 at the seat of the President.

e The chair of the RDS will rotate among the three parties annual-
ly. NSZZ »Solidarno$é« chairman Piotr Duda was nominated first
chairman of the RDS. OPZZ and FZZ did not oppose on this nomi-
nation.

o The RDS will be granted a separate budget and will have a regular
administration serving its needs (established by the Centre for So-
cial Partnership).

o The RDS shall have the right of legislative initiative on all issues
for which it has responsibility, which shall include socio-economic
development, the enhancement of national economic competiveness
and social cohesion.

o The RDS will present an annual report on its activities to the Speak-
ers (Marszatek) of the Sejm and Senat (Czarzasty 2015).

According to Juliusz Gardawski (2014), the changes in the institutional
structure of social dialogue in Poland, initiated by all trade unions, rep-
resent a transition from a liberal market economy in the direction to a
coordinated market economy,® with all its consequences. Thus, unions,
by suspending their membership of the Tripartite Commission (break-

5 Gardawski refers to the book Varieties of Capitalism by Peter Hall and David Soskice
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ing with »illusory corporatism), challenged the dominant model of ne-
oliberal capitalism and put the Polish model of coordinated capitalism
back on track. The new central-level tripartite body has greater powers
than the old Tripartite Commission but has yet to start work. There
are high hopes for the RDS (Czarzasty 2015), but we must wait and see
whether Gardawski’s optimistic view is borne out.

7. Recent Developments

The electoral victory of the Law and Justice Party (PiS) in 2015 and
its right-wing political course have become a new factor challenging
the cooperative mood inside the trade union camp. Having endorsed
the PiS in its election campaign, many former or current activists of
NSZZ »Solidarno$¢« were handed posts in the government, including
the Ministry of Labour. These personnel politics created ripple effects
on social dialogue, with the boundaries between partners becoming
blurred and equal treatment no longer assured. This also affects the
readiness of the unions to criticise the government on its policies, as
was clearly observed when the OPZZ alone - and in particular its af-
filiate the ZNP, which organises teachers - mounted protest actions
in 2016 and 2017 against government reforms under the motto »No to
chaos in education«. As if the lessons of Polish trade union history had
not been learned that close political party links on the part of one union
translate party rivalry into union rivalry, NSZZ »Solidarno$é« moved
close to PiS, jeopardising cooperation with OPZZ. It is hoped that the
leadership of NSZZ »Solidarno$é« remembers the experiences that led
to the launch of cooperative union pluralism in 2013 and returns to a
policy of union and workers” interests first.

8. Conclusions

New cooperation between the confederations shows that Polish trade
unions have overcome part of the post-socialist legacy by leaving com-
petitive pluralism behind them. When the government pushed social
dialogue towards »consultative etatism« finally the union confedera-
tions recognised the danger and in a joint action suspended their par-
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ticipation in the Tripartite Commission in June 2013. At the same time,
they cooperated within the framework of the Inter-union Protest Com-
mittee, the Nationwide Days of Protest and a joint demonstration in
the streets of Warsaw in September 2013. While showing their ability
to organise protests, they jointly developed proposals for new rules for
social dialogue.

The cooperation between trade unions in Poland is not only unprec-
edented, but also may be seen as the beginning of a new role for trade
unions in policymaking. If the unions manage, by means of a new tri-
partite platform, to move into a central role for labour and social issues,
they may push Polish capitalism away from the liberal model to that of
a coordinated market economy (Gardawski 2014).

Polish trade unions, however, still face many challenges. First, how
to organise the growing precariat? The Constitutional Court’s judgment
of June 2015, which recognises that people without an employment con-
tract may form and join trade unions, means that unions will not have
any excuse not to organise this group of workers. Second, trade un-
ions in Poland will have to deal with growing migration from eastern
Europe, particularly from Ukraine. We know from media reports that
these workers tend to remain outside formal employment, are frequent-
ly abused and do not know their labour rights. Polish trade unions have
not taken any action in this area so far. It is time that they do so.

A positive development can be noted. In 2016, Ukrainian migrant
workers in Poland created their own union, with the support of OPZZ.
More such developments are needed to close ranks between local and
migrant labour.
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Hungarian Trade Unions from the Beginning
of Transition to the New U-turn

LaszI6 Neumann

1. Introduction

Among the central and eastern European post-socialist countries, Hun-
gary stands out among the »new« EU Member States with its U-turn
(Kornai 2015). The country is receding from pluralist democracy to an
authoritarian regime and from a market economy towards a state-led
nationalist economic management. Just as the parliamentary opposition
had no hand in making these changes, neither did the social partners.
Since 2010 the government has withdrawn from social dialogue with
trade union confederations. This move has rendered the union confed-
erations - who used to have a say in policy formation at the top level
- almost helpless. As street demonstrations seemed to be the only way
to challenge the government, unions’” mobilisation capacity became an
issue, especially in the public sector where other forms of industrial
action are banned or union members have traditionally refused to go
on strike. The failure to challenge the government in this way also high-
lighted other components of the trade union crisis: the critically low
unionisation rate, the fragmented organisational structure, the lack of
strategic alliances with political parties, the very limited workplace role
of unions, the sporadic and decentralised collective bargaining and the
absence of functioning sectoral social dialogue institutions. Obviously,
all the elements of the current trade union crisis situation have evolved
over the past couple of decades, well before the right-wing government
came into power. Thus the chapter goes back to the roots, the system-
ic change of 1989-1990, in order to track a quarter-century of union
development, with its strategic choices, promising events, failures and
malfunctions.
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The structure of the chapter is as follows: while the first half deals
with historical perspectives, the second half sketches post-2010 devel-
opments, including unions’ efforts to cope with new challenges stem-
ming from the economic and political changes. The conclusions sketch
possible future developments, evaluate positive scenarios, including
chances of union revitalisation, and a possible negative consequence of
government intervention, which is that the country’s political-economic
U-turn may also entail a return to a monopolistic, government-friendly
union confederation.

2. Historical Analysis of the Transition Process
2.1 Before and During the Transition

Following the communist takeover (1948) the former craft unions were
reorganised into 19 industrial branch union federations overseen by
SZOT, a monolithic confederation controlled by the Communist Party.
From the early 1950s, trade unions - having become a mere »transmis-
sion-belt« - no longer concerned themselves with workers’ earnings and
the terms and conditions of employment. Members became alienated
from trade unions, which failed to serve their members in the workplace
or in the community. Due to a burgeoning industrial workforce and vir-
tually compulsory membership, official trade unions claimed almost 4.4
million members in the mid-1980s, representing about 96 per cent of all
wage earners. Although during the earlier reforms SZOT had been de-
prived of the function of managing welfare-state institutions, it still had
tens of thousands of staff and enormous assets (many office buildings,
resort houses, educational and cultural facilities) at the end of the 1980s.

In Hungary, from the late 1960s onwards both the value system and
the everyday behaviour patterns of workers became highly individual-
istic. Economic reforms offered numerous opportunities for workers in
the state sector who wanted to make a better living. In the tight labour
market of a shortage economy, free of effective trade union constraints,
there were enormous wage differences across companies. Qualified
workers could receive significant wage increases, mainly through indi-
vidual actions: quitting one job and taking up a higher paying one, or by
overtime work. Others found second jobs outside the state-controlled
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economy. In the final stages of state socialism this private »second«
economy infiltrated the walls of state factories. Privileged core workers
were allowed to start up small businesses in their own enterprises, and
as inside contractors bargained with management about overtime wag-
es. In its heyday more than a quarter million employees - out of the five
million-strong workforce - were involved in such in-house »business-
es« (Laky/Neumann 1990). At the same time, management was pater-
nalistic and promoted a shop-floor policy of selective wage and effort
bargaining. This produced competition rather than solidarity among
workers because collective actions and spontaneous organising were
considered politically suspicious by the authorities, even in the last dec-
ade of communism. (Neumann 1997)

When negotiations between the Communist Party and the newly
formed opposition forces on the preconditions of political transition
in 1990 took off, Hungarian unions did not play an active role in over-
throwing the socialist regime, apart from two confederations’ marginal
participation in the National Roundtable. Neither was strike activity no-
table during the political changes. In the course of the regime change in
1989-1990, new industrial relations institutions were created, too. Laws
ensuring freedom of association and strike action were passed by the
Parliament and trade union collective bargaining became a constitu-
tional right. Independent trade unions with voluntary membership, as
well as employers’ organisations were set up.

During the democratic transition the labour movement underwent
a series of organisational changes, resulting in a highly fragmented un-
ion structure. Altogether, six trade union and nine employers’ organisa-
tions were consolidated; most of them were »reformed« organisations
with some organisational roots in the socialist system, except the two
»new« union confederations and one employers’ association born dur-
ing the political transition. The pluralistic structure on the trade union
side included the »reformed« MSZOSZ, ASZSZ, SZEF and ESZT confed-
erations, offspring of the former monolithic confederation SZOT, while
LIGA and MOSZ were established as new grass-roots organisations in
1989-1990. Trade union pluralism meant intensive rivalry and heavy de-
bates within the movement, particularly over the inherited trade union
assets in the early 1990s.

The »old« unions maintained their company organisations, the ma-
jority of union members and union assets, while the militant »new«
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unions challenged the legitimacy of SZOT’s successors and sought to
poach their members. A deadlock in this internecine war prompted the
state to intervene. The new confederations LIGA and MOSZ, which
emerged in the course of the democratic transition, relied on the sup-
port of the new political parties in Parliament, while MSZOSZ, at that
time the biggest »reformed« confederation, won adherents through its
staging of a nationwide strike in 1991. The First Parliament legislated
that the members of »old« unions must re-register, and then in Septem-
ber 1992 it engineered a compromise on the distribution of union assets.
The »old« confederations showed their continued strength in 1993 by
winning both the elections for the newly established Pension and So-
cial Security Boards and for union candidates in the first works council
elections. Although the SZOT assets were distributed according to the
election results, those assets under the control of industry federations
kept on being debated until the end of the decade. The in-fighting began
to calm down when all confederations were accepted internationally
(by ETUC and ILO), although the initiative for a merger of confedera-
tions failed in 2000.

Nonetheless, by 2000 the vast majority of former trade union assets
had disappeared, either through unclear nationalisation/ privatisation
channels (for example, trade union resort facilities), or through com-
mercial transactions. Union centres had gradually sold the inherited
properties in order to cover current deficits as operational costs reg-
ularly exceeded their income. During the transition the ten thousand-
strong SZOT apparatus also disappeared.' It is worth noting that the
above account does not take full-time union officers at workplace level
into consideration, but their number also drastically diminished.> At
bigger unionised workplaces there are still a couple of part-time or full-
time union officers. This feature reflects another legacy of the socialist
past: unions basically work within companies; moreover, the company
(or in the public sector the institution) is the main field of union activity.

1 There is no systematic information about the whereabouts of SZOT staff in the mid-1990s;
presumably some of them opted for early retirement and others found various jobs in state
administration or in business. Most of the old-guard officials have retired in the previous two
decades, their positions were often left unfilled and relatively few younger ones replaced
them.

2 The latest decrease came with the 2012 Labour Code which cut time-off for union reps, the
legal basis for creating union jobs at the workplace.
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The economic changes during the transition hit unions hard in the work-
place. With their formal rights curbed by the Labour Code (1992), and with
their bargaining position weakened by a slack labour market, trade unions
often encountered fresh employer belligerence that sometimes used newly
imported, sophisticated human resource management techniques to push
them further back. Although by the end of the 1990s the consolidation of
the economy brought about a growth in manufacturing employment and
wage increases, unions have been unable to translate these improving con-
ditions into a rejuvenation of their organisational base.

One of the difficulties of organising was the sizable sector of small
and medium-sized companies (SMEs) and the large proportion of un-
declared work. Not coincidentally, trade unions lost the biggest share
of members in those industries that became dominated by SMEs, for
example, construction, retail, hospitality and various services. At na-
tional level, trade unions were hardly able to influence policymaking
concerning privatisation, restructuring and social policy. Nonetheless,
company trade unions survived in most of the larger privatised compa-
nies, both in manufacturing and in public utilities, whereas industries
that remained in state ownership (transport, education, health care) re-
mained union strongholds.

In Hungary as in other countries in the region, liberal post-socialist
governments proactively reshaped the welfare state in order to pacify
high-risk groups and lower their collective action propensities (Van-
huysse 2006). Indeed, when the country lost roughly one million jobs
during restructuring, the 1990s did not witness any notable protest ac-
tions in the private sector in privatised companies. In these years the gov-
ernment maintained almost fully the welfare provisions inherited from
the state socialist state. Moreover, it generously offered the escape route
of early retirement for redundant workers (which later caused enormous
problems in the pension budget) and sweetened the pill by issuing free
employee shares for those who kept their jobs in privatised workplaces.

2.2 Post-socialist Industrial Relations before the Crisis
Under the state socialist system, almost every workplace had a compa-

ny-level collective agreement, although it is well known that real em-
ployee representation was never achieved and national and sectoral ne-
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gotiations did not begin until 1990. Then Hungary created a three-tier
system of collective bargaining institutions. In the course of the annual
bargaining rounds, following the agreement and recommendations of
the national tripartite forum, employers (or their organisations) might
sign collective agreements with the respective trade unions at the sec-
toral and company levels.

Tripartism

With the participation of the peak social partner organisations and
the government, a standing tripartite forum - under different names
and with varying roles over time - had been in place since 1988 to dis-
cuss the economic and social policy issues affecting workers, and to
consult on legislative bills concerning the world of work. OET, the na-
tional tripartite forum, was the platform for national-level bargaining
rounds for the minimum wage, and the body also issued recommenda-
tions for annual wage increases. The forum itself played an important
role in the consolidation of the new social partner organisations: part-
ly by settling the legal and property rights disputes of trade unions
and partly by ensuring legitimacy, because only the forum’s members
were acknowledged as social partners. Membership of the national
forum was the basis for joining tripartite bodies at international level,
as well as various domestic bodies. Since the early 1990s there has
been a separate consultative body for the whole public sector parallel
with other sectoral, sub-sectoral public sector bodies. In the 1990s,
representatives of the social partners sat in boards of social securi-
ty institutions (health insurance, pension directorate, labour market
fund) as well.

Tripartism secured social partner access to the highest level of po-
litical decision-making at the beginning of the 1990s, until the first ma-
jor austerity package was introduced in 1995. Between 1998 and 2002
the first Orbdn government reorganised the tripartite body in order to
curb its entitlements, but the successor socialist government returned
to its original function and institutional framework. However, the so-
cialist-led government later also weakened OET, in 2004 it established
a parallel body, the Economic and Social Council (GSZT), which in-
cluded civil society organisations, economic chambers and other or-
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ganisations. Among the functions of OET, minimum wage setting was
a particularly important one for Hungarian unions, as it somewhat
compensated them for their weakness in sectoral and company-level
bargaining.

Works Councils

At company level a dual system of employee representation was
set up: in addition to trade unions signing company-level collective
agreements works councils were established from 1992 onward.
Moreover, employee representatives who sat on boards of com-
panies employing more than 200 participate in company level de-
cision-making. The law requires elections for German-style works
councillors in establishments employing more than 50 people, in
both the private sector and the state-run service-providing institu-
tions (health care, education.) However, in practice their penetration
in such workplaces is only about 30 per cent. Works councils’ rights
are basically confined to information and consultation; codetermi-
nation is limited to the issues concerning utilisation of the compa-
ny’s Social Fund. Some of the institutions created on the models of
developed countries operated even less successfully. For example,
sectoral collective agreements and their extension were used only
to a minimal extent, with negligible effect on working conditions;
similarly, the institution of state-run mediation and arbitration was
used much less than expected.

The development of industrial relations institutions was support-
ed both by international organisations and the state. Not only was the
Hungarian economy being rapidly integrated in the globalising world
economy, but the country started to observe ILO conventions and rec-
ommendations, as well as EU directives well before the country became
a Member State (2004). The governments needed both the input of tri-
partite institutions and the legitimacy they could gain from them, pro-
moted collective bargaining at sectoral level and financially supported
the activities of the social partners. One negative consequence of this
policy was that a significant part of the revenues of social partner or-
ganisations came from the state, which concealed the inadequacy of
their membership organisation.
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EU Accession

EU accession itself did not represent a milestone in development of
Hungarian industrial relations. Prior to accession, consultation with
social partners was quite cumbersome, as negotiation of the conditions
of accession was a government prerogative and the government was
not ready to share information from the very beginning of the process.
Nonetheless, finally a subcommittee of tripartite council was set up for
»European Integration« (Boda/Neumann 2000). However, in retro-
spect, one can safely say that neither the unions nor the employers were
fully aware of the magnitude of potential risks of accession (for exam-
ple, competition in the internal market without entry barriers, outward
migration, transposing EU legislation and regulations in different policy
areas). The only notable exception was the transposition of labour law
directives into the Hungarian Labour Code, especially the Directive on
Organisation of Working Time. As the government intended to flexibi-
lise the regulations referring to the EU standards, which were actually
lower than the then valid domestic regulations, it evoked strong union
resistance, culminating in a huge joint demonstration. Following belat-
ed discussions they were able to reach a sort of compromise (Neumann
2007b). It is worth mentioning one EU action that was directly aimed at
developing industrial relations: with EU financial aid and expertise Sec-
toral Social Dialogue Committees were set up in 2000 in order to create
the missing link between national tripartism and company bargaining.
However, they could not meet their original objectives; nor did they
change the bargaining structure. There was thus no breakthrough in
developing sectoral social partners or in information and consultation
procedures (Neumann 2008; Arat6 2010).

Nonetheless, by 2005, the signs of an industrial relations crisis were
already there, primarily on the trade union side. Conflicts at a high
level between the six confederations created at the time of the regime
change, union pluralism at the company level and demands for auton-
omy on the part of lower-level trade union organisations showed how
deeply fragmented the movement had become. The weakness of trade
unions manifested itself primarily in their shrinking membership and
lack of organisational drive: trade union density had fallen to 19.7 per
cent by 2001. Union density was still relatively high in the public sector
(including publicly owned companies), but extremely low in the genu-
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ine private sector, especially in those industries dominated by SMEs
(construction, retail, hotels and catering). While representation in em-
ployers’ organisations did not shrink that drastically they remained
functionally weak and their membership usually did not authorise them
to sign sectoral collective agreements. Despite the weakness of trade
unions and employers’ organisations, the ongoing operation of formal
institutions gave the illusion that the social partners were important
and their role was undisputable.

2.3 The Impact of the Crisis on the Trade Unions’ Role

Economic problems in Hungary started two years before the world-
wide financial crisis broke out. By 2006 the budget deficit and state
indebtedness had grown to a level that forced the socialist-liberal coa-
lition government to implement austerity measures in line with the con-
vergence programme regulating accession to the European monetary
union (EMU). In the autumn of 2008, the global financial crisis shook
Hungary, whose economy was already slowing down since the previous
year, and led to the rapid devaluation of the national currency. An IMF
and ECB loan helped to overcome the currency crisis but the European
economic recession spilled over and manufacturing, the most impor-
tant sector of Hungarian exports, contracted. By 2009 GDP fell by 6.7
per cent and unemployment grew to 11 per cent.

The further degeneration of trade union influence from an already
low level started as early as 2006 despite the traditionally friendly rela-
tions between the governing Socialist party and the major trade union
confederations. During the austerity programme the national tripartite
forum gradually lost its significance and its roles were taken over by
other institutions, while a new social platform, meeting ad hoc, that
was convened by the prime minister with employers” and employees’
representatives, never had any intention of reaching binding agree-
ments. Nonetheless, the tripartite forum continued to discuss govern-
ment measures® to manage the crisis. Policy consultation on economic

3 Thelist included the introduction of shortened working time, an extended reference period
in working time accounts, central subsidy for loss of wages due to shortened working hours
and for preventing layoffs and for training.
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matters, however, was transferred to a newly established parity commit-
tee, between the government and business representatives. In 2008 the
business community set up the »Reform Alliance« and came up with a
package of economic reforms. In the new »technocratic« Bajnai govern-
ment,* several of the authors of these reform plans were given ministeri-
al portfolios and the transitional government by and large implemented
the Reform Alliance’s recommendations.’ Trade unions proved unable
to respond to the strengthened influence of the business lobby outside
the tripartite forum. In addition, the role of the tripartite forum was
also questioned by the Constitutional Court, following the President of
the Republic’s submission of the 2006 law on the tripartite forum for
constitutional review. It declared that it was against the institution of
parliamentary democracy to give social partners, whose legitimacy is
vague, the right of codetermination on legislative issues such as setting
the minimum wage.

During the economic crisis years of 2007-2009, confederations’ re-
lationships with the political parties also shifted. Whereas MSZOSZ,
the major private sector union, and SZEF, another large public sector
union, did not break their traditional ties with the Socialist Party, it
became increasingly obvious that they had lost their influence on the
socialist party-led government. On the other side, LIGA moved towards
the political opposition and became the tactical ally of the right-wing
FIDESZ. When the Socialist-led government moved another package
of reform measures concerning mainly education and health insurance
the opposition led by FIDESZ rejected it. These reforms were finally
cancelled through a referendum which was initiated by LIGA. LIGA
also staged a series of demonstrations against the austerity measures
and threatened the government with a continuous strike alert of rail-
way workers.

Despite the decreasing importance of national discussions, com-
pany trade unions continued to play an important role in fighting the
crisis-perpetuated layoffs at certain companies. According to a case
study, in order to preserve the jobs of the core workforce, trade unions

4 It came to power after the resignation of the government of Ferenc Gyurcsany.

This included the introduction of the flat-rate personal income tax, lowering employers’
social security contributions, increasing employees’ contributions, cancelling the 13" month
pension and the 13" month wage in the public sector, freezing public sector salary scales and
so on.
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were willing to bargain concessions on wages and flexibility, and often
managed to agree with the employer on partial compensation for loss
of earnings due to shortened working hours. These accords basically
served the job security of core workers, sometimes at the expense of
damaging the position of the contingent workforce (for example, agen-
cy workers, employees of supply firms) (Neumann/Boda 2011). Labour
economic research has found significantly lower than average redun-
dancies in companies with a collective agreement (Koll§ 2012).

3. Current Modes of Union Operations
3.1 The Politico-economic Context after 2010

With the 2010 election victory the Orban government systematically
dismantled democratic institutions and »distorted the evolved state-
market symbiosis« by a series of brutal measures of state intervention.
We do not have room here to go into detail about how and why this
political answer, Hungary’s U-turn (Kornai 2015), emerged from the
previous decade’s extremely polarised political landscape of Hungary.
No doubt, it was exacerbated by the problems that had developed from
2006 and were laid bare by the financial and economic crisis (sovereign
debt, austerity, forex credit bubble, abandoned welfare reform initia-
tives, very low employment rate) (T6th et al. 2012). To briefly describe
the political mood of 2010, one might say that the vast majority of vot-
ers, including the working majority, were so fed up with the former So-
cialist-Liberal elite that the FIDESZ’s populist rhetoric, promising every
stratum of society exactly what it seemed to want and pledging swift
remedies for their acute grievances, won easily and at the same time
induced high expectations. This radical rhetoric also capitalised on dis-
content with the mainstream neoliberal ideology, seemingly offering
the country a radical alternative vision of recovery from the economic,
political and - allegedly - moral crisis.

From 2010 onward the right-wing government with its two-thirds
majority systematically removed the fundamentals of the democratic
system, the checks and balances put in place in the years of transition,
including the Constitutional Court, the Budgetary Council, the National
Bank, the media, the data protection ombudsman, judiciary independ-
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ence and the autonomy of local governments, as well as non-govern-
mental organisations. By replacing the constitution with a new Basic
Law and passing the related laws requiring a two thirds majority (such
as the election law), as well as appointing their nominees in public of-
fices for a period overarching parliamentary terms, the ruling party
coalition did its best to make its power permanent. Despite the financial
benefits of EU membership, it has been waging a »war of independ-
ence« against Brussels, trying to enlarge its room for manoeuvre, even
at the expense of losing former allies, courting Putin’s Russia and other
autocratic regimes in the East. Indeed, the coalition won the 2014 elec-
tion too, although it has since lost its supermajority in the Parliament.
In 2010 the right-wing government to some extent broke with for-
mer governments’ economic policy based on attracting FDI into the ex-
port-oriented growth sectors (automotive, machine building, chemicals
and electronics manufacturing) that had ensured an increase in GDP
prior to the economic crisis. The new economic policy declared war
on multinationals and claimed that it would give priority to domestic
capital. For this purpose a wave of centralisation, affecting every field
of governance, included the reversal of privatisation policy and brutal
state intervention in markets. However, re-nationalisation (or achieving
a domestic majority) in practice was limited to certain sectors: banking,
energy supply, media, retail chains (mainly in food stores and tobacco
- shops), in other words, to those sectors in which companies are either
of direct political importance (the media) or tied to the local market,
which forecloses the option of relocating to another country. It is worth
noting that the preference for domestic businesses, together with oth-
er means, also gave rise to massive corruption and the exacerbation
of crony capitalism. (Magyar 2015, Téth - Fazekas 2015) In turn, the
government kept on doing its best to invite and financially assist FDI
in manufacturing. Moreover, the Prime Minister announced a policy
of »re-industrialisation«. The latter also means assistance for manu-
facturing businesses by providing an abundant supply of cheap labour:
reorientation of the education system (channelling pupils into voca-
tional schools instead of grammar schools preparing them for higher
education), ensuring competitiveness by keeping the wage level low
and through labour legislation allowing flexibilisation of working con-
ditions, as well as weakening collective representation of workers. The
government’s labour market policy also boosted the supply of cheap
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labour: funds have been reallocated from unemployment benefit and
training to large-scale public works (paying subminimum wages). The
workfare policy also includes drastic cuts in welfare spending and en-
titlements, as well as cancellation of early pension schemes, especially
in the police and armed forces.® All in all, the Hungarian growth model
basically remains FDI-driven and export-oriented. However, within its
manufacturing focus, Hungary has shifted towards the dominance of
»low-road« workplaces by neglecting higher education and research
and development activities.

However, the policy of »economic nationalism« (Té6th 2014) has
so far had very limited success in terms of revitalisation of the Hun-
garian economy. The country was hit hard by the economic crisis and
only recently returned, more or less, to the pre-crisis level. The other
post-socialist countries in the region have well outperformed Hungary.
The direct reason for the slow recovery lies in the minimum level of in-
vestment activity because of the insecurity of the business environment
and lack of investor trust, due to the government policy of attacking the
banking sector and some groups of foreign investors. All these things
have resulted in stagnating real wages, largely owing to the public sector
pay freeze maintained since 2008. As to the societal impact, beyond the
persistently low employment rate, these years since the crises have wit-
nessed continuously growing inequality and alarming growth in poverty.

3.2 Organisational Features of Trade Unions

As for their organisational structure, Hungary’s post-socialist unions
have generally been fragmented, with weak sectoral and national cen-
tres in terms of finance and authority over their company chapters. With
the splitting up of SZOT into four successor organisations in 1989-1990,
the 19 sectoral federations also broke up into smaller industrial sub-as-
sociations. Partly due to new statutory requirements introduced by the
1990 Association Law (voluntary membership, representation of work-
ers’ interests as the objective of association declared in the charter of

6  Although the Hungarian government’s crisis measures show a startling resemblance to those
introduced by its counterparts in southern Europe, it is worth stressing that in 2010-2014
Hungary was not under pressure from the Troika.
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organisation, democratic internal structures) and partly in response
to grassroots pressure, the previous top-down model of administra-
tion has been turned into a bottom-up structure and company unions
evolved as the base for governance within the »reformed« union con-
federations as well.

Even though not all company trade unions are registered as inde-
pendent legal entities, they do enjoy a high degree of autonomy in the
sub-sectoral federations both in terms of shaping their company-lev-
el interest representation policies and controlling membership dues.
Company trade unions are free to decide which federation they want
to join. Instead of a clear hierarchy, this has resulted in a complicated
web of affiliations, which makes union organising, sector-wide union
actions and sectoral bargaining extremely difficult.

Until 2013 trade union mergers happened only at sectoral level, at
which the old industry unions had shrunk and become unsustainable
(for example, agricultural and food sector unions were merged). How-
ever, in 2013 the three, allegedly »socialist-oriented« union confeder-
ations (MSZOSZ, ASZSZ and SZEF) announced a merger plan - partly
as a response to the government policy of abandoning them. Then they
formally created the new confederation (MSZSZ) as an umbrella body.
By 2015 success had been stymied due to conflicts over personnel and
financial issues. The major public sector union (SZEF) stepped out from
a full-fledged merger and as a result they have been unable to solve one
of the most serious problems, the long standing public/private divide
between the confederations.

The existence of institutions of internal democracy (for example,
elected leaders, regular congresses, financial supervisory body) is a
legal criterion for registration. A union ballot is not a precondition of
industrial action, although given the low strike activity it has little rele-
vance. In practice, however, democratic channels do not function prop-
erly. Experience of the insufficient information and participation of rank
and file members are quite common. Another problem is the abuse of
organisations’ statutes; sometimes internal fights within the union lead-
ership translate into legal actions, for example, challenging formally
democratic decision-making by reporting to the supervisory authorities,
filing lawsuits by/against leaders/ member organisations and so on.

Both at the confederation and the sectoral levels, the main obstacle
to adequate interest representation is the lack of specialised staff. Un-
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til the tripartite committees regularly worked, trade unions had hardly
enough experts to fill the available positions; the same persons often
participated in meetings that required very different kinds of knowl-
edge and specialisation. Confederations have at most ten to twenty full-
and part-time staff. Nowadays a confederation or an industry federa-
tion rarely has more than a dozen employees, except for LIGA, whose
ranks recently swelled to 100 (see below). Therefore most union centres
persistently suffer from the lack of professional experts and organisers,
and a few volunteers can hardly make up for the insufficient manpower.
The available staff is obviously insufficient for organising and perform-
ing interest representation tasks in the strict sense, which in Hungary
also includes assistance to company unions due to the decentralised
nature of organisation and bargaining.

The shortage of experts is the result of the trade unions’ dire fi-
nancial situation. In the decentralised union structure federations and
confederations derive little benefit from membership fees. Tradition-
ally, union dues represent 1 per cent of a member’s gross earnings, but
many unions reduce this rate to attract members. Sometimes competing
unions undercut each other by lower or even symbolic union dues. The
majority of collected dues are utilised at company level, and a substan-
tial share is spent for assistance on occasions such as childbirth, the be-
ginning of the school year and so on; occasionally, unions also support
needy members. Allegedly, members expect such union assistance be-
cause they became used to this function of local unions in the state-so-
cialist period. Company unions in theory are supposed to transfer 40 to
60 per cent of the collected dues to higher union organisations, but in
practice a much smaller portion winds up in the union centres’ coffers.

In addition to membership dues, in recent decades trade unions
have raised revenue from two other sources: inherited or redistributed
union assets (typically, selling real estate) and grants from public funds.
All union confederations and a majority of sectoral federations have al-
ready consumed a large part of their assets. With extensive media cov-
erage, they have sold their headquarter buildings and moved offices to
smaller, sometimes rented, premises. Plummeting membership, assets
and dues have forced trade unions to cut expenses and staff, including
those doing interest representation work. MSZOSZ, for example, laid-
off the staff in its rural interest representation network in the course of
one rationalisation about ten years ago.
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Since the mid-1990s unions have increasingly become beneficiaries
of public subsidies, although government support for the social part-
ners has thus far not been carried out transparently. Until 2010 public
support was generally split equally between unions and employers’ con-
federations and on each side the confederations distributed the mon-
ey among themselves. The right-wing government from 2010 changed
the system, which now favours one applicant only, a union-employ-
er consortium (see details below). These funds have sometimes been
earmarked in accordance with different functions, such as education,
research, developing sectoral social dialogue and preparation for EU
membership. Despite the earmarked nature of subsidies, it is very likely
that union centres have been covering a growing share of their opera-
tional costs from government and EU funds.

The Hungarian unions are well embedded in international union
networks at all levels. Confederations and sectoral federations work
together in international actions and research programmes, mainly
funded by the EU. It is worth mentioning the interregional (cross-bor-
der) projects, for instance, the cooperation between OGB and MSZO-
SZ, which provides migrant workers with legal assistance in Austria. At
several multinational companies the European works councils include
representatives of workers in the Hungarian subsidiaries.

3.3 Trade Unions’ Presence in the Workplace and in Society

By now union density may have shrunk below 10 per cent.” The latest
survey showed 12 per cent overall density in 2009, with substantial dif-
ferences across industries, size of company and ownership structure.
While public sectors such as transport and postal services, energy, wa-
ter and sewage, education and health care are trade union strongholds,
at the other pole the construction industry, hotels and catering and
private services are barely organised. In general, unions fare better in
larger companies and state / municipality-owned workplaces. The latest
representative population survey indicated only about a 5 per cent un-
ion density in the private sector (including state/municipality-owned
companies) (Dabis et al. 2015).

7 The next round of the Hungarian Central Statistical Office’s survey is just under way.
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The organising activity of Hungarian unions has been very modest
since the mid-1990s. Exceptions are the rare grassroots union forma-
tions and the cases of greenfield sites of foreign companies, provided
that the trade union or works council of the mother company ensured
a permissive environment. Notable cases are the German automotive
plants of Audi and Daimler-Benz. While in principle union leaders
always agree on the necessity of »organising unionism, they cannot
afford large-scale organising campaigns. Since the turn of the Millen-
nium the confederations LIGA and, to a lesser extent, MOSZ have in-
vented a new way of growing: they have poached members from other
confederations. In the spirit of economies of scale, they did not rely on
attracting individual members nor did they challenge incumbent unions
at establishments; they rather targeted whole sectoral organisations to
cross over. With the right-wing electoral victory, from 2012 LIGA (in
coalition with an employers’ association) received huge state support,
among other reasons for organising purposes. Not surprisingly, it keeps
on poaching large sectoral unions, which has further aggravated the
long-standing divide between confederations (T6th 2013).

The low level of employment has been a persistent problem since the
restructuring of the economy in the early 1990s. A new phenomenon
in recent years is the steeply growing outward migration, especially of
young people, and partly of prime age workers. While this leads to skill
shortages in certain trades, the unions have not been able to capitalise
on the tight labour supply. The only exception was the young doctors’
action (see below), which resulted in a deal that raised physicians” and
nurses’ wages, separating their pay from the general salary scale of
public service employees. For the rest of the workforce, particularly for
the low skilled, labour surplus is a prevailing phenomenon, with regard
to which one cannot expect robust union action; even  ,basic organising
is minimal in the contingent workforce.

In general, Hungarian unions represent the core workforce of the
formal sector, not precarious labour. This is striking, given that the
share of fixed-term and temporary agency workers has been growing
continuously in the past two decades, and this phenomenon has been
enhanced during the recovery from the crisis of 2008-2009. Temporary
agency workers are hardly or not organised at all by the user company’s
union. Unions claim that temporary workers cannot be organised due
to their mobility and they are outside the legal boundaries of company
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collective agreements. This is de jure true, but the Hungarian legisla-
tion that transposed the EU’s Temporary Agency Work Directive into
national law requires equal treatment, including wages and fringe ben-
efits. Therefore, the user company’s collective agreement is de facto in
force for temporary workers as well. Nonetheless, interview evidence
revealed that company unions’ real reason for not organising might be
different: the core workforce (represented by the union) considers the
temporary workers a buffer, which may contribute to their job security.?

The workplace presence of unions is a controversial issue. Given the
decentralised bargaining system, company unions enjoy a great deal of
autonomy within the union organisation. However, the contents of most
collective agreements are fairly weak, they rarely regulate individual
wages and most agreements include meaningful stipulations only on
issues specified by the Labour Code as possible fields of deviation from
the law. Unions” workplace presence has long been limited by another
problem: the lack of established grievance procedures in the workplace.
Furthermore, the 2012 Labour Code removed unions’ right to monitor
working conditions; since then, works councils have taken charge of
»controlling« the lawfulness of employers’ operation (Nacsa/Neumann
2013). With this change in legislation, together with another one curbing
the Labour Inspectorate’s scope of action, unions are practically help-
less when it comes to enforcing labour law and collective agreement
stipulations in the workplace.

3.4 Collective Bargaining Development

Hungary has a decentralised bargaining system. The overall collective
bargaining coverage fell between 2001 and 2012 - from 47 per cent
to 33 per cent.” Until 2012 (when the majority of public schools were
centralised into one national body) two-thirds of the local collective
agreements were signed by single employers in the public sector, al-
though, in terms of employees covered, the proportions are reversed.
8  Source: own interviews with union officers at various levels in the recent decade.

9 However, another data source, the Hungarian Central Statistical Office, produced much low-
er coverage figures: in the 2009 Labour Force Survey respondents were asked whether their
wages and/or employment conditions were influenced by any collective agreement and only
22 per cent answered positively (although a quarter of respondents said they did not know).
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The highest coverage can be found in state/municipality-owned com-
panies which belong to the private sector from a labour law point of
view. While collective agreements are valid for several years (most of
them are open-ended), annual agreements on wage increases are han-
dled in separate wage agreements. There has been a dramatic decline
in the number and coverage of annual wage agreements since 2001 in
company-level bargaining. Only 19 genuine industry-level agreements
have been concluded with employers’ organisations; despite the efforts
of previous governments to strengthen industry-level bargaining, there
is no indication that the number is likely to increase. In the absence of
meaningful sectoral agreements use of the legally regulated extension
procedure is rare; since 1992 it has occurred in only five sectors. The
prevailing attitude of employers is still a reluctance to join employers’
associations or to authorise them to conclude industry agreements.
Moreover, the 2012 Labour Code curbed unions’ rights and operating
conditions at the workplace - influential factors in a decentralised bar-
gaining setting - and increased the scope of unilateral management
decisions, which removes the former »incentives« for employers to con-
clude agreements at both sectoral and company level. The 2012 Labour
Code authorised works councils to conclude quasi-collective agree-
ments in the absence of local trade unions with bargaining entitlement,
although these agreements cannot regulate wages.!°

As already mentioned, the contents of collective agreements are of-
ten weak; parts of them simply repeat regulations of the Labour Code.
However, another - presumably smaller - part contains meaningful
stipulations with regard to the signatories’ statements on wages, terms
and conditions of employment and has proved to be fairly resilient. This
is not just a sort of inertia; in these cases trade unions effectively bar-
gained to mitigate the effects of the economic crisis and to fend off the
negative impacts of legislative changes. Therefore, the issues regulated
by these collective agreements and their provisions remained almost
unchanged. It is worth noting that the 2012 Labour Code fundamentally
changed the legal philosophy of contractual deviations from the man-
datory conditions: now the bargaining parties may agree on anything
that is not prohibited explicitly by the law, concerning the individual

10 A similar regulation was in force between 1999 and 2002, but only a few agreements were
signed by works councils. The impact of the new legislation is yet to be seen.
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employment relationship, even to the detriment of the employee. (The
former Labour Code contained minimum standards, applying the fa-
vourability principle - collective agreements and individual contracts
may deviate from the legal minimum standards only for the benefit of
the employee - and enumerating the rare exceptions for negative devi-
ations.) However, the renegotiated agreements do not indicate that the
parties were able to capitalise on this possibility to the fullest extent; in
many cases even the management was cautious, maintained good rela-
tions with the union and human resource management objectives took
the company’s reputation into consideration (Nacsa/Neumann 2013).
The bargaining approach of Hungarian trade unions is largely in-
herited from the state-socialist era. For union leaders, the primary re-
sponsibility of trade unions is to develop a broad framework of working
conditions. While they fight for higher wages, what they bargain for is
to increase gross total wages at the company level, minimum wages for
certain groups of employees (such as the unskilled and semi-skilled) or
broad wage tariffs that specify lowest and highest wages, and substan-
tial wage increases for privileged groups of employees. Within this basic
framework of collectively agreed wages and working conditions there are
broad possibilities for management to make unilateral decisions based on
the performance of individual employees, as well as to bargain informally
with individuals and groups outside trade union control (Té6th 2006).
Thus the present Hungarian wage determination system, as well as
the regulation of conditions of employment, is fairly decentralised and
individualised by western European standards. Individual bargaining pre-
vails, and supply and demand on the labour market is a crucial factor in
wage setting. Little wonder there are sizeable wage differences across re-
gions, industries and companies. Contrary to Western experiences, decen-
tralised bargaining does not mean that unions have a strong presence at
the workplace; »job-control« unionism is alien to the Hungarian tradition.

3.5 Collective Action

According to the statistics strike activity has been fairly low in Hungary.
Between 2000 and 2009 there were 87 strike events with the participa-
tion of 172,255 workers (source: Hungarian Central Statistical Office).
Roughly half of them occurred in 2006-2008 when the austerity meas-
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ures were implemented by the increasingly unpopular socialist-liberal
government led by Ferenc Gyurcsany. Not surprisingly, the figures have
been even lower since 2010 when the strike law was changed. Between
2010 and 2014 there were only 20 incidents, of which six were warning
strikes lasting two hours at most and one was a solidarity strike (source:
personal communication from Erzsébet Berki).

As regards trade union mobilisation capacity it has been seen since
the 1990s that employees prefer softer industrial action (petitions, pub-
lic demonstrations, workers” assemblies and so on) to strike action,
especially in the public sector. Nevertheless, with the amendments of
strike laws in 2010-2012 unions practically have become unable to le-
gally go on strike due to the high number of sectors declared as essen-
tial services (including the formerly strike prone public transport and
postal services) or the hurdles built up by the rulings of labour courts.
Moreover, a recent opinion poll showed that the vast majority of work-
ers are not willing to go on strike, and a considerable part (43 per cent)
does not even accept it as a legitimate means of union leverage, not
to mention the prevailing rejection of solidarity strikes (Dabis et al.
2015) Knowing this membership preference union leaders also shy to
call strikes. A nice example of such soft actions has emerged recently
among social care workers. They posted selfies on the Facebook with a
sheet on which they listed their job position, length of service and the
miserable sum of last month’s take home pay. The same sheets appeared
later on their clothes during a public rally.

Union leaders tend to explain the low strike activity by workers’ in-
security (»traumatised worker syndrome«), saying that they are simply
afraid of losing their jobs in case of industrial actions or making their
collective voice heard in any way. Nonetheless, the societal reasons are
more deeply rooted in the lack of trust in unions and more general-
ly, in the value system of workers, in which solidarity and willingness
to partake in collective actions are not pronounced. In addition to the
everyday general feeling of political apathy, a couple of research ad-
dressed population attitudes toward political and civil activity. Accord-
ing to the data series of European Social Survey (ESS - http://www.
europeansocialsurvey.org/), in Hungary active youth participation in
political institutions is getting extremely low. In 2000 one-third, in
2004 15 per cent and in 2012 a mere 6 per cent of the respondents said
that they were affiliated in any way with a civic, political, church-based
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or charity organisation, or a sports or cultural club or other community
group. (While sport, student and leisure time organisations were the
most popular, party and youth organisation membership was below the
measurable level.) Civil society engagement involves a very thin stratum
of active people and, over time, this is becoming even thinner. This is
not a specifically Hungarian phenomenon; a low level of participation
(»bowling alone«) is a general feature among the »new democracies«.

3.6 Unions and Politics, Vanishing Social Dialogue

Union-party links are quite weak or even hidden. Following some un-
ions’ fiasco of an alliance with the Socialist Party in the 1990s and partly
in the 2000s," nowadays all union confederations claim that they work
independently of any political party. On one hand, the former Socialist
allies can no longer rely on enthusiastic support from left-wing or liberal
political parties. This parting of the ways is partly understandable, as
even the Socialist Party (MSZP) aims to be a catch-all party, and thus
unions and workers’ issues are not highlighted in its programme any
more. On the other hand, the two confederations obviously close to the
current governing party FIDESZ (LIGA and MOSZ) also claim to be in-
dependent, in an effort to disguise their privileged position. What seems
to be worrying is that JOBBIK, the far-right party, which achieved mas-
sive electoral success in 2010 with its populist rhetoric and huge mobi-
lisation capacity, is ready to support and pick up unions” demands fast.
Despite the absence of clear-cut party alliances, all confederations
are pursuing variations of a pro-European political stance, focussing on
the European Social Model. This is not so obvious nowadays, as the Hun-
garian government is shifting away from mainstream European policies.
Up to 2010 the main feature of industrial relations was the function-
ing of top-level tripartite negotiation forums. With the landslide right-
wing election victory in 2010 the second Orbdn government eliminat-

11 The election alliance between MSZ0OSZ, as well as SZEF and the Socialist Party was first for-
malised before the 1994 general election, which brought the Socialists back into power.
Then a few union leaders became MPs. Given the austerity package implemented by the
Socialists in 1995 and the unions’ failure to influence government policies to the extent that
they had expected, in the following socialist-liberal governments (2002-2010) union leaders
did not run for Parliamentary seats, although a couple of them got government jobs.
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ed OET, the standing tripartite forum, and replaced it with a quarterly
convened representative consulting council (NGTT) which includes -
apart from the earlier members of the GSZT - churches and ethnic Hun-
garians in the adjoining countries. With this move, setting the minimum
wage - the single decision-making right of the earlier tripartite forum
- was made a government competence.

The abovementioned institutional and legislative changes of 2010-
2014 were introduced by the government unilaterally, namely without any
previous social dialogue and meaningful Parliamentary debate with the
opposition parties.”” The only exception was the proposed amendment
of the Labour Code, when trade unions asked for expert opinions from
international organisations (ILO and EU), which finally brought about
negotiations with a limited set of social partners and the government was
willing to compromise on a few issues (T6th 2012). Thus the trade unions,
having got used to having strong institutional power through the estab-
lished social dialogue forums (most notably through the OET), found
themselves in an institutional vacuum, and they still seem reluctant to
seek alternative channels for influencing government decisions.

The situation slightly changed again in February 2012, when follow-
ing the negotiations on the Labour Code (see below) a new tripartite
body, the Standing Consultative Forum for the Competitive Sector and
the Government (VKF), was set up to discuss employment issues on the
initiative of the social partners in the private sector and state/munici-
pality-owned companies. However, only three confederations on each
side of the social partners have been invited to participate in this new
body and its role and media coverage are more limited than those of the
former OET. It is worth noting that so far the VKF negotiations have gen-
erated very few gains for trade unions. Basically the government is not
willing to make any concession at the negotiation table. On occasion, it
will concede ground to the demands of strong groups, either by agreeing
on selective concessions (young doctors, other public sector groups), or
withdrawing in the case of harsh public opposition, for instance, when a
hundred thousand strong spontaneous demonstration protested against
the announcement of the planned internet tax in December 2014.

12 Some of them, for instance the amendment of the strike law, circumvented even the legal
requirements of legislation, as the bills were submitted by MPs of the ruling party. This
»lawful« trick was used many times by the governing coalition, which had a super majority
in Parliament anyway.
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The story of public sector - for example, education, health and so-
cial care - social dialogue is slightly different. Here the social dialogue
institutions formally remained intact; however, negotiations have not
achieved increases in the general wage-scale of public sector employ-
ees, which has been frozen since 2008."” Instead, the government has
engaged in selective negotiations with different groups with strong
bargaining power and introduced separate wage scales and other in-
centives for these groups. The notable example is the case of young
doctors. Similar to their Czech and Slovakian counterparts they threat-
ened resignation and the government had to give in (Szabé 2013). In this
way, weaker groups of public service employees (for instance, social
workers, nursing personnel in elderly care) are systematically left out
from wage rises and the government successfully divides public sector
employees from their unions.

Currently, the unions still do their best to restore institutional chan-
nels to influence policymaking, so far without any success. When a new
2014 minimum wage was concluded formally in the VKF, the govern-
ment promised to open up negotiations on three issues that trade un-
ions have kept on the agenda since 2010-2012, when the government
unilaterally introduced the legislative changes. Expectations were high
at the beginning of a new round of negotiations on early retirement,
strike law and the Labour Code. The joint proposal of trade union con-
federations was completed by February 2015, but after that the negoti-
ations reached deadlock in the absence of endorsements from employ-
er’s associations insisted on by the government. Employers agreed to
only a few marginal changes and the unions declared the negotiations
a failure. It is an open question now, whether they are willing and able
to make use of other means against the government on these issues or
whether they will remain at the negotiation table without any hope of
success. Nonetheless, it is unlikely they will be able to mobilise mem-
bers en masse; on these three issues. At most they could stage some
token actions (for instance, small public rallies or road blockades, which
was LIGA’s weapon under the socialist-liberal government).

The government’s withdrawal from meaningful social dialogue
poses the question of whether Hungarian trade unions are able to find

13 If there has been any wage increase it is due to the regular annual increase of the minimum
wage affecting mainly low-skilled public employees.
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alternative ways to influence policy. Since 2010 the trade unions have
been squeezed into a defensive position; almost all union leaders’ state-
ments are limited to weak complaints in response to the government’s
offensive moves. In theory, one option would be to address the wider
public, raising awareness of the problems of the working population.
Signs of such action have already emerged in a couple of areas. MSZO-
SZ has raised the issue of working conditions in public works schemes
and recently MSZSZ launched a campaign against in-work poverty (its
demand is to raise the minimum wage to the subsistence minimum
within three years) and public sector unions publicise the miserable
wages in social services. So far they have achieved limited success. Un-
fortunately, there is no appropriate discourse in which to formulate the
unions’ position. For example, public sector unions” demands are often
formulated in the language imposed by the government. Here wages
lag so far behind the private sector that the very livelihoods of families
are endangered: the abovementioned selfie campaign cleverly stressed
the inadequate wages. However, in the union centres’ statements and
press releases every group of public sector employees demands a »ca-
reer path« for themselves - which is government language, meaning
regular promotion across wage brackets over the lifecycle, which is
what a selective set of public employees has already been given. As
if employees needed vague future wage promotion, not an immediate
raise.

4. Outlook: Possible Scenarios

As already indicated, one future scenario is a merger of unions and the
return to a single, monopolistic, government-friendly union confeder-
ation, which was characteristic of the state-socialist period. The other
five confederations have recently publicly blamed LIGA for poaching
their member organisations, but this is a belated and wary effort and
fails to address the real problem, government favouritism. Thus the in-
tended message hardly comes through and the opposition union forces
are unable to halt this process. However, it is an open question how
a »Greater LIGA« would operate, whether the expectations of federa-
tions taken over recently will be met or whether the confederation’s au-
thoritarian style with regard to internal policy will have repercussions
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in the old member organisations which are used to a different position
in the confederation leadership.'

Now the other group, the »Socialist-oriented« union confederations
in opposition position have to fight for their very survival. What are
their possible strategic choices? In this respect it is of crucial impor-
tance what the outcome of the current confederation’s merger process
will be. In addition, there could be a long-lasting effect of the current
mobilisation campaign in the public sector. Success in this campaign
could be used for an organising drive, by entering into non-union com-
panies (perhaps by using the leverage of mandatory works council
elections, as they used to do in the early 1990s), or by addressing new
constituencies, first of all the precarious workforce. In a decentralised
system a more inclusive bargaining strategy should offer certain gains
for workers not belonging to the core workforce of the company. Fur-
thermore, it remains open whether union confederations will be able to
address broader social problems (in-work poverty, minorities, migra-
tion, education reform at various levels, pensions and so on).® Here,
they might seek cooperation with civic movements which similarly suf-

14 The firstsign of such a development is already palpable: at the time of completing the report
(July 2015), the focus of the media was the scandals around Istvan Gasko, president of LIGA.
He was also president of one of the biggest member federations, VDSZSZ Szolidaritas, a
railway union, although the union congress has not re-elected him for presidency recently.
Since then the conflict between the president and the member organisation has escalated.

15 One recent union initiative (from VSZ, the railway union belonging to MSZSZ), has demand-
ed men’s universal early retirement, possibility after 40 years of service, similar to the gov-
ernment measure introduced in 2010 which allowed the same possibility for every woman.
Considering gender equality the Curia (the highest court in Hungary) has given the green
light for a referendum on this issue. However, it is a very controversial question. On one
hand, it is a very popular move, so much so that not only the two biggest union confedera-
tions but also political parties (the Hungarian Socialist Party and JOBBIK, the far right party)
have joined the initiative. The enthusiasm of trade union confederations is understandable;
they have seemingly found the remedy to the long-lasting deadlock in negotiations with the
government on early retirement schemes, which were entirely abolished, even in physically
demanding and dangerous jobs and in the armed forces in 2010. Moreover, the unions may
have found a cause to which the general public pays considerable attention. On the other
hand, it is obvious that meeting the demand would endanger the sustainability of the state-
run pension system, already burdened by demographic change and widespread undeclared
work. Not coincidentally, the government was swift to announce that if the referendum
succeeds the costs should be covered by cuts in existing and future pension payments. Ob-
viously, the government has tried to divide pensioners and would-be beneficiaries of the
initiative. The latest development (in September 2015) on this issue was that right-wing civil
activists petitioned the Constitutional Court to annul the Curia’s decision, referring to the
principle of positive discrimination in favour of women ensured by the Basic Law. Finally, the
Constitution Court was swift to do so in an extraordinary procedure, which obviously halted
the collection of signatures and saved the government from embarrassment.
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fer from a low participation rate and a government policy that selec-
tively supports favoured organisations and neglects or even suppresses
the rest. Almost all such actions have already emerged to some extent
in the agenda of MSZSZ, the newly merged umbrella body. The question
is whether it will be able to develop them into sound strategy, reach-
ing a broader constituency and a critical threshold of public attention.
However, it is likely that we can exclude one option for the near future:
the politicisation of Hungarian unions. Partly because there is no viable
left-wing alternative political party that could be an appropriate vehi-
cle, partly because of the spectacular failure of the Hungarian Solidar-
ity Movement, which tried to organise a radical civil organisation and
union-based political opposition to the right wing government in 2010-
2012 (Neumann 2014), and partly due to the caution of union leaders.

Postscript

Janos Kornai’s »U-turn diagnosis« continues to be a good description
of the nature of the Orban regime into 2017, even though the Hungar-
ian path is no longer unique in the region; Poland has followed a sim-
ilar track in recent years. The ruling right-wing Fidesz-KDNP parties
have further strengthened, while the left-wing and liberal opposition
remains fragmented and has lost many supporters: in particular, the
Hungarian Socialist Party, the former union ally, is weakened.

Authoritarianism has not shut down critical voices in society. In
2016-2017 the major challenge to the government came from various
civic actions, first from the teachers’ movement staging a major wave of
demonstrations, strikes and civil disobedience. Then new civic actions
were provoked by different government measures (applying to host the
2024 Olympics, the so-called »Lex CEU« and the legislation stigmatis-
ing foreign-funded NGOs as foreign agents).

On the economic side, labour shortages, as well as skills shortfalls
are becoming a major obstacle to growth for many companies. In 2016,
the government put strategies for tackling the labour shortage high on
its political agenda. Several were taken up in the Consultative Forum of
Industry and the Government (VKF), with negotiations finally resulting
in a multi-year agreement on substantial hikes in the minimum wage
and a gradual lowering of the record high Hungarian levies on wages.
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After several years of stagnating real wages, they grew by 13 per cent in
2017 due to the enormous increase in the minimum wage, government
measures affecting the public sector and the state/municipality owned
companies and the tight labour market.

However, by 2017 the tripartite social dialogue in the VKF lost the
momentum of the previous year. Instead, the social partners used other
lobbying channels in which a sort of inter-confederational union coop-
eration has evolved. MOSZ has taken the lead in such actions, as Istvan
Gasko, long-time president of the LIGA confederation, had to resign
in February 2016. The latter development put an end to the attempt to
return to a single, monopolistic, government-friendly union confedera-
tion, which had previously been regarded as a possible.

Strikes and other forms of industrial action occurred more often
than in previous years. First, the abovementioned teachers’ move-
ment staged a one-day strike, then the public transport and automo-
tive sectors witnessed two-hour warning strikes, followed by wage
negotiations. Clerical staff of the municipalities on several occasions
held two-hour warning or whole-day strikes. The year 2017 witnessed
an unprecedented two-day strike in the retail sector, where TESCO
workers demanded higher wages and a staff increase in order to ease
the workload attributable to staffing problems. While public sector
unions were not able to challenge government policy on the almost
decade long freezing of general wage scales, sectoral, sub-sectoral or
even occupational level decisions accomplished staggered salary in-
creases. Such »career path« adjustments have been introduced for core
professions in many areas in the public sector, while groups with less
bargaining power were always left out. Generally speaking, the gov-
ernment successfully divided public sector unions organising different
sub-sectors.

In the past two years tight labour markets have helped trade unions
to conclude collective agreements on immediate wage hikes in flag-
ship companies in the private sector and paved the way to government
measures on significant wage increases in part of the public sector.
However, it remains to be seen whether trade unions will be able to
use the labour shortage to strengthen their organisation. In addition
to attracting new members, strengthening inter-sectoral cooperation
would be most desirable, especially bridging the cleavages between the
public and private sector unions.
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Slovak Trade Unions at a Crossroads

From Bargaining to the Public Arena

Marta Kahancova and Madria Sedldkova

1. Introduction

This chapter examines the transformation of trade union roles in Slo-
vakia - from serving as the »extended hand of the communist party«
before 1989 to their more mixed role today. On one hand, unions serve
as genuine representatives of workers’ interests at enterprise and sec-
toral level; on the other hand, they often face criticisms for being an
extended hand of business interests and party politics at the national
level. In any case, the combination of economic success based on mar-
ket liberalisation and labour market deregulation, occurring hand in
hand with the persistence of coordinated industrial relations and firmly
established trade union structures, make Slovakia an interesting case
for addressing union transformations in response to the challenges of
transition, liberalisation, EU membership, domestic political cycles and
post-crisis austerity.!

While the transformation from state socialism did not undermine
the hierarchy of trade union organisations, recent years have seen frag-
mentation emerging between unions focusing on traditional modes of
action (collective bargaining and social pacts with governments) and
unions dissatisfied with the lack of results through bargaining and now
seeking other kinds of action. The latter group of »new« unions is more
radical and uses the public arena for their actions, including protests,

1 Thechapteris based on various earlier studies, including original research by the authors and
secondary literature. Data sources include OECD, Eurostat and the Database on Institutional
Characteristics of Trade Unions, Wage Setting, State Intervention and Social Pacts in 34 coun-
tries between 1960 and 2012 (ICTWSS, version 4.0, 2013).
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demonstrations and petitions. Results obtained through action in the
public arena suggest more success for trade unions than traditional
collective bargaining. This trend has been increasingly important also
among public sector trade unions, especially in response to »austeri-
ty« measures in the post-crisis years. While such new types of action
strengthen union resources at a time of a general decline in union
membership, they also undermine the traditional pillars of industrial
relations, most importantly, coordinated bargaining and wage setting
above enterprise level.

2. Historical Context

In the past 20 years, Slovakia has evolved into an open, export-led econ-
omy with a high share of foreign direct investments (FDI). Economic
growth has been accompanied by labour market reforms aimed at lib-
eralisation and employment flexibilisation. At the same time, Slovakia
is characterised by a relatively high degree of wage bargaining coordi-
nation, related to the hierarchical structure of trade unions inherited
from the pre-1989 period. This section summarises the most important
historical developments that marked the formation of trade union roles
in Czechoslovakia and Slovakia before and after 1989.

2.1 Trade Unions before the Transition

The Slovak labour movement developed within the larger territory of
the Austro-Hungarian Empire from the late nineteenth century. As are-
flection of Austro-Hungarian social diversity, trade unions were equally
divided along national, political and religious lines (Docherty and van
der Velden 2012). The first unions sought to gain international recog-
nition; for example, several representatives attended the International
Federation of Trade Unions conferences in 1901 and 1902 as observers.
By 1913, more than 300,000 union members were dispersed in Ger-
man, Catholic or Protestant unions. The number of union members had
grown to 1.7 million in Czechoslovakia by 1920; and union membership
reached a peak in 1928, when 583 unions had 1,738,300 members (ibid.).
After the Nazi occupation, during which unions were suppressed and
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subordinated to efforts to increase labour productivity, the communist
takeover opened a new chapter. The Central Council of Trade Unions
was formed in 1945 and from 1948 the communist federation became
the sole national labour centre of which all unions had mandatory mem-
bership (Valovicova and Vrchota 2012).

In the period from 1948 to 1989, trade unions were integrated in the
Revolutionary Trade Union Movement (Revoluéni odborové hnuti, ROH),
which was fully subordinated to the ruling Communist party (Drahok-
oupil and Kahancovéa 2015). During the 1968 Prague Spring and efforts
towards political liberalisation, ROH supported organisational reforms
of the socialist political order introduced by Alexander Dubcek. Twelve
industrial unions were divided into smaller unions and given a certain
degree of independence within the ROH. However, their initiatives were
suppressed after the Soviet invasion and the fall of Dub¢ek in 1969. Dur-
ing the following normalisation process, the ROH’s initiatives for greater
independence were blocked (Docherty and van der Velden 2012).

The main characteristic of trade unions under state socialism in
Czechoslovakia was their highly unified and centralised structure,
through which unions served as an extended hand of the communist par-
ty. Their activities were standardised, controlled from above and subor-
dinated to political power (Myant 2010). They were not able to represent
the interests of workers independently and negotiations about employ-
ment relations, such as pay, were out of the unions” scope of influence.
However, trade unions had formal powers over health and safety issues
at the workplace and adherence to the law. In addition, trade unions
often signed agreements with management at the enterprise level to
encourage higher productivity, with promised individual benefits in re-
turn (Myant 2010; Drahokoupil and Kahancov4 2019). With this special
position in society, trade unions enjoyed almost universal membership
(Myant 2010). Their roles and membership structure changed following
the period of economic and political transition to democracy.

2.2 Economic and Political Transition
As one of the newest EU member states from the post-Socialist region

of central and eastern Europe, Slovakia is an open, export-led economy
with a high share of foreign direct investment (FDI). Economic growth
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has been accompanied by labour market reforms aimed at liberalisation
and employment flexibilisation.

The reform process started with the 1989 fall of totalitarian regimes
across central and eastern Europe. The »triple transformation« to cap-
italism, democracy and a reformed nation-state (Offe 1991) laid bare a
lack of competitiveness in many Slovak enterprises (Balcerowitz 1995).
While the centrally planned economy was characterised by full em-
ployment with state enterprises, restructuring, privatisation, and the
emergence of new firms led to double-digit unemployment rates (Myant
and Drahokoupil 2011). Unemployment grew from 2.7 per cent in March
1990 to 12 per cent in March 1993 (World Bank 1994).

Slovakia emerged from the transition as an embedded neoliberal
country, characterised by market liberalisation and deregulation, on
one hand, and generous welfare policies and developed labour mar-
ket institutions on the other (cf. Bohle and Greskovits 2012). These in-
clude labour legislation, tripartite negotiations, coordinated sector/
multi-employer and company-level collective bargaining institutions,
as well as employee representation at the company and sectoral levels.

In the late 1990s, after several years of the autocratic rule of Prime
Minister Vladimir Meciar, which focused on building a domestic capi-
talist class, Slovakia embarked on a policy turn towards attracting FDI
and further market liberalisation. With the aim of achieving economic
stability and employment growth, the right-wing government coali-
tion of Prime Minister Mikuld$ Dzurinda introduced wide-ranging
reforms focusing on bank revitalisation, extended privatisation and
FDI. A major Labour Code (LC) reform was launched in 2002, facilitat-
ing company-level bargaining and opening the door to new forms of
atypical and flexible employment. These measures helped Slovakia to
become an attractive host country for foreign investors in the Viseg-
rad region.

In sum, reforms put Slovakia on the pathway to an open economy
with a high share of FDI (see figure 1). In the first transition years, trade
unions managed to maintain their hierarchies from pre-1989 times but
sought independent societal legitimacy to overcome their association
with the Communist Party. Some efforts of early governments to estab-
lish »yellow« trade unions in industrial companies failed to undermine
the long-established trade union structure, and trade unions did not
lose their workplace representation.
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Figure 1: FDI Stocks as a Percentage of GDP, Slovakia
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2.3 Trade Unions in Policy and Reform Processes

In the course of the early economic and political transition in the 1990s,
new political elites feared possible social protests in response to painful
reforms. Therefore, elites offered a welfare contract to trade unions, ex-
changing labour quiescence for trade union involvement in policymak-
ing (cf. Bohle and Greskovits 2012). As a result, trade unions participated
in the transition from the planned socialist economy to a market econo-
my mainly through social dialogue with employers and the government
without significant resistance. In the initial transition years, unions rath-
er served as silent observers of the changing political and economic en-
vironment. Trade unions tried to avoid any substantial statements on the
process of economic transformation beyond the desire that employee
rights should be respected (Myant 1994). In this sense, the role of trade
unions as agents of change in the transition process was marginal.
However, once unions accommodated their operations to the chang-
ing social, political and economic structures, they took a more active
role in the transition process. Most importantly, unions influenced the
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new legal frameworks and helped to retain a substantial level of em-
ployment protection. Protection for employees was accompanied by le-
gal recognition of trade unions and collective bargaining (Drahokoupil
and Kahancova 2019). Unions maintained important formal powers,
including rights to information, consultation and codetermination (for
example, of company social funds) and some control over the regulation
of health and safety and overtime.

However, towards the end of the 1990s, when the right-wing gov-
ernment coalition continued to decrease the state’s role in the economy
and facilitate private entrepreneurship, the established welfare con-
tract with trade union rights and employment protection exchanged for
labour quiescence during initial reforms came under challenge (Bohle
and Greskovits 2012: 246). Slovakia has seen trade unions being grad-
ually excluded from national-level policymaking by the government
(ibid.). This trend of »illusory corporatism«, where tripartite bodies
formally exist but keep losing their influence, has also been observed in
other CEE countries (Avdagic 2005; Mailand and Due 2004; Ost 2000;
Stein 2002; ICTWSS database 2013).

The 2000s brought more turbulence and interactions between the
unions’ role in policymaking and interest representation in the trans-
formed society. EU enlargement, the increasing presence of multina-
tional firms, declining membership and fragmentation of unions due
to diverging interests redirected trade union activities from collective
bargaining at sectoral level to strengthening their political role and leg-
islative influence at the national level. In this way they reinforced a legal-
istic or »statist« model of industrial relations (cf. Kohl and Platzer 2007)
which depends on extensive use of legal provisions for regulating the
role and activities of trade unions and employers” associations, as well
as a larger role for political links than in western European countries.

2.4 Trade Union Adjustment Strategies in the
New Political and Economic Environment

Despite the establishment of a strong legal framework with regard to
trade union rights and collective bargaining, the 1990s also brought
trade union disintegration, a decline in union membership and the in-
creasing importance of plant-level worker participation (Myant 2010).
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After the »Velvet Revolution« in 1989 and the collapse of the communist
regime, the former Revolutionary Trade Union Movement (ROH) trans-
formed itself into a hierarchically structured federal trade union system
(Cziria 1995). Member unions formally dissolved ROH within the newly
emerging congress of unions to establish a united federation of Czech
and Slovak unions - the Czechoslovak Confederation of Trade Unions
(Ceskoslovenskd konfederace odborovych svazti, CSKOS) in March
1990. After the split of Czechoslovakia in 1993, the Confederation of
Trade Unions of the Slovak Republic (Konfederédcia odborovych zvizov
Slovenskej Republiky, KOZ SR) emerged as an independent national un-
ion confederation.

After years of being the transmission belt of the Communist Party,
trade unions after 1989 tried to overcome the common perception of
being an extended hand of political parties, despite some continuity in
union personnel. Their new role required them to negotiate pay and
conditions with employers at three levels: enterprise, sectoral and na-
tional (Myant 2010).

At the enterprise level, trade unions retained some strength in state-
owned enterprises and public services, but suffered marginalisation in
the private sector in both newly privatised and newly established en-
terprises (ibid.). Several significant Slovak employers - in the steel and
chemical industries, mechanical engineering, energy and telecommu-
nications sectors - were taken over by multinational companies. Some
of these multinationals - for example, the Austrian and German ones -
facilitated the implementation of employee participation and the func-
tioning of trade unions at their subsidiaries in Slovakia (Tholen 2007).
Being part of a multinational company allowed employees working in
a subsidiary in Slovakia to participate in meetings of European Works
Councils (EWC). Employees in EWCs are usually represented by the lo-
cal trade union organisation (Cziria 2012).

At the sectoral level, Slovakia is one of the few countries in central
and eastern Europe in which sectoral level social dialogue and collec-
tive bargaining have developed to complement enterprise-level indus-
trial relations structures. This is closely related to the continuity in
trade union structures and hierarchy organised along sectoral (branch)
principles.

At the national level, the most important role of trade unions is their
participation in the tripartite committee, established by the government,
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employers and trade unions in October 1990. The aim of the tripartite
committee was to offer a platform for consultation between the part-
ners in social and economic transformation and to secure social peace.
Although the committee serves only as an advisory body to the govern-
ment without enforceable policy influence, tripartite social dialogue has
been a crucial element in Slovak industrial relations in the past 25 years
A legal act regulating the functioning of the tripartite committee was
adopted in 1999 and withdrawn in 2004, to be replaced by a new legal
act on tripartite consultations in 2007. The conclusion of countrywide
general agreements in the tripartite committee ceased in 2000; however,
trade unions strive to maintain their influence, especially on legislation,
through their commitment to tripartism. Besides their participation in
the tripartite committee, trade unions developed direct interaction with
political parties, MPs and government representatives.

Dualism of Worker Representation

The formation of new private enterprises in the 1990s and the EU acces-
sion process in the early 2000s facilitated the emergence of other forms
of worker participation besides trade unions (Myant and Drahokoupil
2011). In the context of implementing the EU directives on information
and consultation and on European Works Councils, dual worker rep-
resentation through trade unions and works councils was introduced in
2002. The establishment of works councils to some extent challenged
the monopoly of trade unions in interest representation. The regula-
tion of the coexistence of works councils and trade unions and of their
responsibilities evolved in a political party struggle, with right-wing
governments favouring weaker trade unions and shifting some of their
rights onto works councils; and left-wing governments favouring the
dominance of trade unions and promoting legislation to weaken the
functions of works councils (Drahokoupil and Kahancova 2019). How-
ever, to date works councils have demonstrated little real influence at
the workplace level, with trade unions remaining the dominant channel
of interest representation.

2 Source: website of the tripartite committee — Hospodaérska a socidlna rada SR, http://www.
vlada.gov.sk/hospodarska-a-socialna-rada-sr/.
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Political Cycles

Besides developing bargaining skills and adapting to the organisation-
al cultures of foreign enterprises, over the 2000s trade unions contin-
ued their lobbying activities to shape labour legislation (Drahokoupil
and Kahancové 2019). Political cycles left their mark on industrial re-
lations. While right-wing government coalitions attempted to deregu-
late industrial relations and weaken trade union powers (for example,
by complicating the extension procedure for higher-level collective
agreements), left-wing governments led by the SMER party and prime
minister Robert Fico signed a memorandum of cooperation with the
largest union confederation KOZ SR, declared support for trade unions
and social dialogue, and strengthened unions by abandoning the rep-
resentativeness threshold for trade unions at enterprise level® and en-
abling an erga omnes extension mechanism for collective agreements
(Bulla et al. 2014). The extension mechanism was introduced in 2009,
withdrawn after a change of government in 2011 and re-introduced in
2012. The years 2013-2015 saw the unions using this tool for the ex-
tension of collective agreements in key sectors, including mechanical
engineering (and the automotive industry), steel, electronics and con-
struction.

Impact of EU Membership

The entry of Slovakia into the EU in 2004 influenced the role of trade
unions in several regards. Slovak unions became integrated into Eu-
ropean trade union structures (Cambélikova 2014). Slovak employee
representatives, usually union members, have a seat in the European
Works Councils of multinational companies with operations in the Slo-
vak Republic. These transnational bodies, and their right of access to
information, have led to some pressure to improve trade union work,
especially at the company level. Slovak unions welcome the opportu-
nity to interact with foreign counterparts through European channels

3 The 2011 Labour Code amendment introduced a representativeness threshold for newly es-
tablished company-level trade unions at 30 per cent of the workforce. This provision was
removed by the next Labour Code amendment in 2012 (Bulla et al. 2014).
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of union cooperation and consider this an important resource for do-
mestic action.*

Besides this direct influence, EU membership has also influenced
the operation of Slovak trade unions through various grants to support
social dialogue in Slovakia and other EU member states in the region.
Starting with early PHARE programmes in the period of the 2004 en-
largement, support continues. The most notable recent development is
the opening of the National Centre for Social Dialogue, in cooperation
with the Ministry of Labour, Family and Social Affairs, funded by the
European Social Fund.

Changes in Union Structures

In the course of transition, trade unions not only became a partner in
bargaining on pay and working conditions, but also adjusted their or-
ganisational structures to their new roles. This involved decentralisa-
tion and operational autonomy at the enterprise level. In contrast to the
centralised past, basic organisations operating at the enterprise level
enjoyed freedom to affiliate with branch organisations (Myant 2010).
Similar to the Czech Republic, branch organisations covering all em-
ployees within a sector remained the dominant form. This was chal-
lenged only recently with increasing trends of union fragmentation and
the split of occupational unions from more encompassing branch un-
ions, or the emergence of new professional unions, mostly in the public
sector (health care and education) in response to post-crisis »austerity«.

At the national level the Confederation of Trade Unions of the Slovak
Republic (KOZ SR) has remained the largest and dominant union confed-
eration in Slovakia. Since its formation in 1990 it has continued its oper-
ations within the independent Slovak state without significant changes
in its structures (Cziria 1995). KOZ SR, according to its statutes, is a vol-
untary association of trade unions and associations, whose aim is to de-
fend the rights and interests of their members. The statutes highlight the
democratic principle within KOZ SR with equal rights for all members,
4  For example, a recent 2014 interview of the authors with a union representative in health

care revealed that unions find their bargaining power vis-a-vis employers and the govern-

ment increases if they use evidence and arguments backed by European legislation, analysis
or statements of EU-level trade union structures.
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as well as its open and non-partisan character (KOZ 2012). KOZ SR brings
together branch and sectoral trade unions from both the public and pri-
vate sectors across industry, with a current membership of 27 sectoral
trade unions. The second biggest confederation, the Independent Chris-
tian Unions of Slovakia (Nezavislé krestanské odbory Slovenska, NKOS),
brings together trade unions in the education, railways and metal sectors
and participates in national tripartism alongside KOZ SR.

The transition to democracy also influenced decision-making pro-
cesses within trade unions and internal election processes. The pro-
cedural rules for elections were integrated into trade unions’ statutes,
although the latter are not always easily accessible to non-members or
the general public. Election to the bodies of KOZ SR is indirect and im-
plemented by elected representatives of KOZ SR member unions. These
delegates elect KOZ SR’s president, vice-president, three auditors and
members of the executive. The president and vice-president of the
Confederation are elected on the basis of a written proposal of at least
one-fifth of all members, submitted at least 30 days before the congress
or at least one-fifth of the delegates present at a congress by a secret
ballot. The congress can also decide to vote by acclamation. The candi-
date who receives the most votes wins the election, but only if they also
obtain an absolute majority of all the present delegates with a casting
vote. The executive is also elected by the delegates. Five members of the
executive represent trade unions from the production and business sec-
tor and four members represent trade unions from public services. The
same holds for the three auditors. The election mechanism is the same
as for the president of the confederation (KOZ Statutes 2012).

Transfer of Trade Union Assets and Property after 1989

When the regime change happened, the assets and property of ROH
were transferred to the unions’ successor organisations - first, to the
Czechoslovak Confederation of Trade Unions (Ceskoslovensks konfed-
erace odborovych svazf, CSKOS) and after the division of Czechoslo-
vakia to the Confederation of Trade Unions of the Slovak Republic (KOZ
SR). The general rule was to divide the property between the new con-
federations in accordance to their numerical strength as of 31 December
1989. In early 1992, the right to property at the central level was given
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to the Slovak Property, Administrative and Delimitation Union of Trade
Unions. The congress of KOZ SR became the institutional founder of
the unions” economic and recreational facilities. According to the new
1992 Slovak Commercial Code, these facilities had to be transferred to
commercial companies. Therefore, in June 1992 the Slovak Property,
Administrative and Delimitation Union of Trade Unions, together with
38 trade unions, established - as founding members - the United Prop-
erty Fund of the Trade Unions and Associations (Jednotny majetkovy
fond zvazov odborovych organizdcii - JMF ZOO). At the end of 1992
JMF ZOO became the legal successor and owner of all economic and
recreational facilities (Valovicova and Vrchota 2012). Similarly, after the
dissolution of ROH, all financial assets were transferred to the trade
unions. Since then, unions have been fully responsible for the manage-
ment of these assets (ibid.).

The KOZ SR is not a member of the United Property Fund. In other
words, union property and assets managed by JMF ZOO are separated
from the political centre of trade unions, despite that both organisa-
tions currently reside in the same building (KOZ; Valovi¢ovéd and Vr-
chota 2012). JMF ZOO's structure is currently divided into five limited
liability companies, whose main source of income is real estate activ-
ities. By way of illustration, one of the five companies, SOREA sro, is
currently the largest hotel company in Slovakia (Valovicova and Vrcho-
ta 2012; SOREA webpage).

According to its webpage, the main role of JMF ZOO is to offer
services for member trade unions, including management of their ac-
counts, payroll and personal administration, economic asset manage-
ment, technical support and maintenance, and other support services.’
However, Valovi¢ova and Vrchota (2012) claim that it is an open ques-
tion how JMF ZOOQ'’s financial resources are used for KOZ's activities,
particularly its sectoral trade unions and individual members. Although
trade unions are not legally obliged to publish their financial accounts,
some in the media have pointed out that KOZ SR should be more trans-
parent, particularly because the majority of their financial resources
were »inherited« from ROH and thus financed by general public.®

5 Source: JMF ZOO's webpage: http://www.jmf.sk/index.html.

6  Source: http://korzar.sme.sk/c/4583020/korzovanie-co-skryvaju-odbory-o-majetku-nechcu-hov-
orit.html.
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3. Current Modes of Union Operation and Participa-
tion in the National Industrial Relations Structure

3.1 Social Dialogue and Collective Bargaining

Trade union participation in national industrial relations structures is
firmly institutionalised and more important than in many other CEE
countries, especially when compared with neoliberal states (cf. Bohle
and Greskovits 2012). The industrial relations system in Slovakia is
organised hierarchically with national-tripartite, sectoral (tripartite,
multi-employer and bilateral) and company-level social dialogue struc-
tures. However, the impact of trade unions on policymaking depends
greatly on which political party is in power. Trade union lobbying in
the legislative domain and national policymaking has yielded disparate
results over the past 10 years. Right-wing governments (1998-2006,
2012-2013) introduced regulations with negative long-term effects
on trade unions, while left-wing governments (2006-2010 and since
2012) withdrew these measures as soon as they regained office. Within
this stop/go framework, the unions have concentrated their attention
on defending or shaping labour legislation. This focus reinforces the
strongly legalistic character of the Slovak system, in which law and
politics are crucial for the functioning of industrial relations institu-
tions. At the same time, this union focus derives from the changing
preferences of incumbent governments regarding the institutions of
social dialogue, which increases trade union uncertainties at a time of
declining membership.

The role of national-level social dialogue is to review, comment on
and debate all relevant policy issues, especially those related to legisla-
tive proposals, and to help advise the government, without the conclu-
sion of national tripartite agreements. The last general agreement was
concluded in 2000 (see above).

Within the tripartite committee, the unions present their stand-
points and point out issues of general relevance, mainly in relation
to economic, social and employment policies. Despite trade union ef-
forts to use tripartism as the most important channel of influence
at national level, the results of tripartite concertation are not legally
enforceable, but rather »gentlemen’s agreements«. In case of disa-
greement, the social partners’ views are included when governments
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send proposals and draft legislation to be discussed in parliament.
Although there have been several conflicts during the past two dec-
ades, including trade union criticisms of insufficient government ef-
forts to reduce high unemployment and falling real wages, and even
a trade union boycott of the tripartite committee, tensions between
the social partners have not led to radical protests or industrial action
(Cziria 2012).

At the sectoral level, the trade unions perceive collective bargain-
ing as their most important task. Wages, job security and working con-
ditions are the most important issues bargained about with employ-
ers and employers” associations. Sectoral bargaining is widespread in
crucial sectors of the Slovak economy, including the automotive, steel,
electronics, chemicals, construction and transport industries. The role
of trade unions in sectoral bargaining is also firmly established in the
public sector, where unions regularly conclude collective agreements
with the government separately for public services (local administra-
tion, services of general interest, local government, selected health-
care institutions and so on) and for the civil service (state adminis-
tration and selected areas of local administration). The presence of
major multinationals from countries with established social dialogue
contributes to the stability of sectoral employers’ associations. One
reason why employers do not opt out from sectoral employers” asso-
ciations and remain committed to sectoral bargaining is that sectoral
agreements often set only minimum standards. For example, in some
sectors - tourism, commerce and agriculture - the agreements contain
only general stipulations, often not covering wages, to meet the diverse
interests of various stakeholders in the sector. This situation facilitates
the persistence of sectoral bargaining and supports the role of trade
unions. At the same time, the content and regulatory scope of sec-
tor-level collective agreements are contested. In an international com-
parison, evidence from the ICTWSS database suggests that sectoral
bargaining in Slovakia is characterised by lack of regular pattern-set-
ting” and low involvement of peak-level social partners, including KOZ
SR on the trade union side. In other words, although unions find their

7  Pattern-setting refers to the role of sectoral bargaining in setting far-reaching benchmarks
for wage bargaining in the economy. The term »pattern setting« is used in the ICTWSS da-
tabase (see Database Codebook at http://www.uva-aias.net/uploaded_files/regular/ICTWS-
Scodebook40.pdf).
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activities at both national and sectoral level important, they remain
relatively separate and vertical coordination between the national and
sectoral levels is lacking.

Vertical coordination in union activities is also an issue between
sectoral and enterprise-level bargaining. With regard to the trade
union position in sectoral bargaining, access to enterprise-level in-
formation is often crucial; however, sectors vary in terms of the pro-
vision of such information. Some unions with better connections and
sectoral-level capacities have a good overview of the enterprise-level
activities of their members, while other sectoral unions have only a
scattered knowledge. This points to the risk of further trade union and
collective bargaining fragmentation. At the same time, sectoral union
federations support the independence of their base (establishment-lev-
el) organisations.®

In sum, trade union roles in national industrial relations structures
have clearly crystallised in the past 25 years and are firmly established.
Despite the persistent importance of the sectoral principle in both
trade union organisational structures and collective bargaining proce-
dures, recent trends suggest an increasing effort of trade unions to fo-
cus their activities at the national level (to influence legislation) and the
enterprise level (capacity building of union representatives in collective
bargaining). This divergence leaves the future of the sectoral princi-
ple uncertain and may lead to divergence towards fragmented union
structures and bargaining processes between Slovakia and other CEE
countries.

Because trade unions in Slovakia concentrate strongly on shaping
legislation and on collective bargaining, other forms of union action,
such as organising efforts in segmented labour markets, mobilisation
and industrial action, remain underdeveloped. However, there are a
few exceptions, revealed by the authors’ recent research. The most im-
portant activities include a shift in the unions” approach to temporary

8 Recent capacity-building projects for Slovak trade unions, supported by Norway grants, pro-
vide empirical evidence for this trend. For example, in recent evaluations of these projects,
sectoral trade unions in health care, education and the food industry reported greater in-
dependence of union representatives at establishment-level in collective bargaining, and
decreasing frequency of requests of support from sectoral organisations. Various projects
run by Slovak trade unions funded by the Norwegian grant programme Decent Work and
Tripartite Dialogue in the period 2012-2014 aimed to support capacity-building and training
of trade union representatives at establishment level.
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agency workers, from exclusion to inclusion in union strategies and
efforts to negotiate on behalf of agency workers (see Kahancova and
Martiskov4 2015). Another example is the rise of new trade unions in
the public sector, namely in health care and education, which use differ-
ent channels of influence from traditionally established trade unions
(see Section 2.2 below).

3.2 Trends in Union Membership and Bargaining Coverage

Trade union membership, density and bargaining coverage have de-
clined in the past two decades. Based on national data, Cziria (2012)
reports a decline in union density from 30 per centin 2003 to 18 per cent
in 2008 and about 16 per cent in 2010. The ICTWSS database confirms
the trend of declining union density (see table 1 and figure 2).

Table 1: Trade Union Density, Slovakia (%)

1995 2000 2005 2010 2011

56.1 323 22.8 16.9 16.7

Note: Net union membership as a proportion of wage and salary earners.
Source: ICTWSS database 4.0 (data code: UD).

The global financial crisis of 2008-2009 and the EU’s growth crisis
in the aftermath probably accelerated the long-term trend of declin-
ing membership and density (see figure 2). KOZ SR representatives re-
ported a loss of members in companies undergoing restructuring and
facing dismissals in the past two decades. At the same time, unions
reported some new members from among employees at risk of dis-
missal. Table 2 shows the developments in trade union membership in
the 2000s.°

9 Adecline in trade union membership has also been reported in the national survey conduct-
ed by the Trexima company commissioned by the Slovak government. Trexima’s Information
System on Working Conditions (Informacny systém pracovnych podmienok, ISPP) is based on
a sample survey in enterprises covering 30-40 percent of employed persons in the economy
in the relevant year. According to ISPP, the share of enterprises in the sample where trade
unions were present decreased from 48 per cent in 2007 to 43 per cent in 2008, 42 per cent
in 2009 and 33 per cent in 2010 (Cziria 2012).
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Table 2: Trade Union Membership, Slovakia, 2001-2010

2001 2003 2005 2008 2010
Number of members (‘000) 655 576 480 379 306
Change towards the previous period ('000) - -79 -96 =101 -73
Density % 34 30 25 18 16
Change towards the previous period % - -4 -5 -7 -2

Source: EIRO Report TN0403105U on Trade Union Membership (1993-2003), Cziria (1995 and
2009a) based on KOZ SR and NKOS data.

With company-level bargaining becoming stronger, the enforceability
of sectoral or industry agreements weakened and bargaining coverage
declined systematically, from 51 per cent in 2000 to 35 per cent in 2011
(see table 3). The reasons include the declining trade union and employ-
er density and the limited use of statutory extension mechanisms to
increase bargaining coverage.

Table 3: Collective Bargaining Coverage, Slovakia (%)

2000 2004 2011

51 40 35

Note: Employees covered by collective (wage) bargaining agreements as a proportion of all wage
earners with the right to bargaining, adjusted for the possibility that some sectors or occupations
are excluded from the right to bargain.

Source: ICTWSS database 4.0 (2013), data code: AdjCov.

The declining role of unions is related to the spread of (bogus) self-em-
ployment, part-time work and temporary agency work, which under-
mine the trade unions’ traditional representative role. For example, the
construction industry is currently experiencing the scandal of a major
construction company, Vdhostav, which failed to pay for the services
of a high number of self-employed subcontractors in contracts partly
coming from public sources. This scandal feeds into debates on policy
adjustments regarding decent work, working conditions, regulation of
contractual relationships and public procurement procedures.
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Figure 2: Union Density and Bargaining Coverage in Slovakia (%)
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Note: The high density levels in the early 1990s have to be
interpreted with caution in all post-Socialist countries.
Source: ICTWSS Database, version 4.0 (2013).

Mergers have been one trade union response to declining membership.
Between 2008 and 2010, several unions joined their organisations to
establish new bodies. As a consequence, the total membership of KOZ
SR fell from 31 sectoral unions in 2008 to 27 in 2010."°

10 The trade union association Metalurg (Odborovy zvaz Metalurg, OZ Metalurg) became part
of the Metal Trade Union Association (Odborovy zvdaz Kovo, OZ Kovo). The Slovak Trade
Union Association of Energy (Slovensky odborovy zvaz energetikov, SOZE) merged with the
Trade Union Association of Chemical Industry (Odborovy zvaz Chémia, OZCH SR) to establish
a joint trade union association in the energy and chemistry sectors (Energeticko-chemicky
odborovy zvaz, ECHOZ). Next, the Textile, Leather and Footwear Industry Workers Trade Un-
ion Association (Odborovy zvaz pracovnikov textilného, odevného a koziarskeho priemyslu,
0OZ TOK) and the Trade Union Association of Transport, Road Management and Car Repair
(Odborovy zvaz dopravy, cestného hospodarstva a autoopravarenstva) merged with the
Trade Union Association of Construction (Odborovy zvaz Stavba, OZ Stavba) and established
the Integrated Trade Union Association (Integrovany Odborovy zvaz, 10Z). Finally, the Slovak
Trade Union Association of Societal Organisations joined the Slovak Trade Union Association
of Public Administration (Sloves) in 2010 (Cziria 2012).



Slovak Trade Unions at a Crossroads 365

3.3 Labour Unrest, Militancy and Trade Union
Participation in Workers’ Actions

The transition period, social and economic reforms, growth of non-
standard work and responses to the crisis were accompanied by very
low levels of labour unrest in Slovakia. Bohle and Greskovits (2012)
argued that labour quiescence in the Visegrad countries, including
Slovakia, was facilitated by the welfare contract in the early 1990s in
which trade unions agreed to labour quiescence in exchange for policy
influence. As already discussed, trade union policy influence has been
weakening for the past two decades, but unions did not overtly mobilise
to pursue their interests. Figure 3 documents the development of indus-
trial action in the second half of the 2000s in the EU, showing that Slo-
vakia, together with other CEE countries, has among the lowest number
of working days lost through industrial action in the European Union.

Figure 3: Strike Activity in Slovakia and the EU (measured as days not
worked [DNW] per 1000 employees)
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The economic crisis did not change the trend of labour quiescence
and the low level of collective actions. However, what is noteworthy in
the Slovak case is the increased number of strikes in the public sector
in response to post-crisis austerity and wage freezes (Kahancova and
Martiskovéa 2016). In the education sector, trade unions tolerated wage
freezes until 2011 when teachers engaged in a strike after the govern-
ment failed to meet their demands in long-lasting bargaining rounds.
The strike succeeded in obtaining wage increases (albeit lower than the
unions initially demanded), but at the same time increased union frag-
mentation in the education sector (ibid.).

Next to education, public health care also saw growing dissatisfac-
tion with working conditions and wage levels, which motivated union
mobilisation for public protests and threats of resignation by doctors.
The largest health-care union (Slovensky odborovy zvaz zdravotnictva
a socidlnych sluZieb, SOZZaSS) remained committed to collective bar-
gaining to demand equal wage growth for all health-care personnel. The
principle of equal wage growth was broken after the 2011 protests by the
doctors’ trade union (Lekarske odborové zdruzenie, LOZ) who demand-
ed and finally achieved significant pay increases for doctors only, stipu-
lated by legislation instead of collective bargaining." The success of LOZ
motivated the newly established trade union federation of nurses and
midwives (Odborovy zvaz sestier a porodnych asistentiek, OZSaPA) to
launch public protests, a hunger strike and a billboard campaign against
the government in 2012-2013 to obtain wage rises exclusively for nurs-
es and midwives through legislation. In sum, while SOZZaSS$ favoured
more traditional modes of union action, including collective bargaining,
the occupational unions LOZ and OZSaPA succeeded in gaining more
public attention and wage rises through more innovative union actions.

Besides the public sector, strikes and union protests also occur in
industry. OZ Kovo, the metalworkers” union federation, was publicly
most visible in relation to protests, demonstrations and strikes in the
past five years. Strikes and protests most often responded to one of
two kinds of conditions: first, individual company conditions (company

11 The actions of LOZ included a campaign among medical doctors to quit their jobs if their
demands were not met. This action pushed the government against the wall and produced
significant wage increases for doctors, implemented gradually between 2012 and 2015. The
action of OZSaPA also yielded a law on wage rises for nurses and midwives, although in 2012
it was withdrawn as unconstitutional.
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restructuring, delay in wage payments, criticism of working conditions)
and second, legislative changes to the Labour Code. While strikes, pro-
tests and demonstrations by sectoral and company-level unions centred
most commonly on specific company cases, KOZ SR actions respond-
ed to unsatisfactory developments, most often related to (proposed)
changes in the Labour Code.

3.4 Unions Representing the Rights and Interests of their
Members and Recognising Opportunities for Action

Legal frameworks continue to remain a crucial resource for trade un-
ion functions. The reliance on legislation also reflects the weakening
capacities of unions to negotiate better working conditions through
collective agreements. Trade union actions thus focus to a large extent
on defending the legal frameworks that were negotiated in the early
transition years, or preventing their further erosion. At the enterprise
level, a key role for trade unions is monitoring compliance with labour
legislation in companies with or without a union presence.

However, Kahancova (2015) argues that despite structural indicators
showing declining union capacity to represent their members’ interests,
union resources are not completely depleted. As a result, unions are
able to mobilise and serve as relevant interest representation organ-
isations in the post-crisis conditions in Slovakia. Several case studies
provide evidence for this argument.

Migration, Skill Shortages and Bargaining in Health Care

In the pre-crisis years, public health care in Slovakia was strongly af-
fected by the migration of medical professionals to western EU mem-
ber states, causing labour shortages in domestic health care. At the
same time, union density in health care was 50 per cent and employ-
er organisation density reached 80 per cent in 2006. Collective agree-
ments applied to about 95 per cent of public health-care employees in
the same year (Cziria 2009b).

Kaminska and Kahancova (2011) studied how health-care trade un-
ions, most notably SOZZaSS, responded to migration-triggered labour
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shortages and whether their strategies produced wage increases, better
working conditions and consolidation of coordinated bargaining. Their
findings show that health-care unions took the skills shortage created
from post EU-enlargement migration trend as an opportunity to bargain
for better working conditions, which in turn helped to improve trade
union legitimacy and strengthen the unions’ role in society. In contrast
to Poland where unions opted for strikes and public protests, the Slovak
unions placed their action within the functioning bargaining system
(ibid.). Only later did doctors and nurses opt for other kinds of action
than collective bargaining (see above). As a result of bipartite sectoral
bargaining in the aftermath of extensive migration, unions achieved
wage increases for health-care employees in state hospitals amounting
to 30 per cent between 2006 and 2008. Although this achievement did
not help to overcome union fragmentation in health care between SOZ-
ZaSS and LOZ, it consolidated the unions’ role in sectoral bargaining.
Union action also reinforced multi-employer bargaining in the health-
care sector, which is unique in the overall trend of bargaining decen-
tralisation across European countries. In more recent years, bargaining
in health care has been undermined by further union fragmentation and
union preference for militant action and public campaigns to collective
bargaining (see section 2.2).

Trade Unions in Sectoral Bargaining in the Automotive Sector

Given the strong industrial orientation of the Slovak economy, the
economic crisis in 2008 yielded stronger effects in production than in
financial markets. The crisis brought an opportunity to intensify bar-
gaining coordination on anti-crisis measures in the highly relevant
automotive industry. Despite union dissatisfaction with employers’ re-
jection of horizontal extensions and employer threats to opt out from
coordinated bargaining, the sectoral union OZ Kovo and the employers’
association ZSP (Zvaz strojarskeho priemyslu, ZSP) succeeded in nego-
tiating sector-specific anti-crisis measures. These included employment
guarantees for skilled workers in the automotive industry. OZ Kovo and
ZSP agreed to amend the 2008-2009 collective agreement with pro-
visions on short-time working, the use of flexikontos and payment of
60 per cent of wages in case of lockouts. At the same time, the strong
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trade union interest in maintaining sectoral bargaining overruled the
unions’ interest in representing workers in more precarious employ-
ment, including temporary and agency workers. As a result, the sectoral
agreement for 2010-2011 directly stipulated that contracts with agency
and temporary workers were not to be extended and (bogus) self-em-
ployment was to be minimised (Kahancova 2013). While these outcomes
document a commitment to coordinated bargaining, the underlying
union strategy contributed to widening the gap between workers with
standard employment contracts and precarious workers. This asymme-
try in protecting workers’ interests results from a deliberate strategy of
both ZSP and OZ Kovo (ibid.).

Trade Unions against Precarious Employment

Post-1990 labour market developments increased pressures for labour
market flexibilisation, which in turn facilitated the growth of precari-
ous employment forms. Some forms of precarious work resulted from
legislative changes (temporary agency work, fixed-term employment),
while others developed as externalities of legislative developments (for
example, bogus self-employment replacing regular employment).

The Slovak trade unions generally share the goal of reducing pre-
carious employment with unions in other countries. However, union ef-
forts to organise precarious employees remain marginal and union ac-
tion does not target precarious employees exclusively (Kahancova and
Martiskova 2012). Instead, unions have opted for political involvement
in the national legislative process to support legislative improvements
and extend protection to precarious workers. At the same time, un-
ions engage in collective bargaining on working conditions specifically
for precarious employees and monitor unlawful employer behaviour
against such workers, for example, in the retail sector (ibid.). To a mar-
ginal extent, trade unions have also attempted to disseminate informa-
tion on decent work in order to increase public awareness of growing
precarious work and empower workers to help to reduce this trend.
Despite these actions to support precarious workers, some union activ-
ities have done exactly the opposite and have deepened labour market
dualisation between regular and precarious workers (see section 2.3.2
above).



370 Marta Kahancova and Maria Sedlakova

Political engagement in the legislative process has been the most im-
portant trade union instrument in their efforts to address the rights
of precarious workers. Union political action has been effective in ob-
taining political support from the leading party SMER and the govern-
ment dominated by this party between 2006 and 2010 and since 2012.
Dependency on political support, however, has been to the detriment
of an original proactive approach to the regulation of precarious em-
ployment on the side of trade unions.

However, since 2011 the unions have revised their strategy vis-a-vis
precarious employment and have developed more proactive, target-
ed, union-driven organising efforts to address the rights of precarious
workers. Besides elaborating a strategy on precarious work at the con-
federation level within KOZ SR, since 2014 the sectoral union OZ Kovo
has striven directly for the conclusion of sectoral agreements for tem-
porary agency workers, who are among the most precarious categories
of employees on the Slovak labour market (Kahancovéd and MartiSkova
2015a). Union efforts have been supported by employers, who - despite
the fragmented structure of the employers” association in the tempo-
rary agency work sector - aim at more detailed regulation of agency
work to avoid social dumping and unfair competition from several
agencies operating in the sector. The shift in union strategies to extend
their representation to disadvantaged groups on the labour market in-
dicates the unions” ability to recognise new opportunities and to act
accordingly, despite their structural weakening (bargaining coverage
and membership trends).

4. Conclusions - Constraints and Challenges
Facing Trade Unions

Similar to other post-Socialist countries, trade unions in Slovakia face a
growing range of challenges to their role in society. The fall of state so-
cialism left trade unions with no experience of systematic bargaining,
no independent identity, little heritage of collective militancy and limit-
ed experience of the effective representation of workers” interests. The
lack of a tradition of collective action in post-Socialist Slovakia proved
to be the major challenge for trade unions after 1989. At the same time,
trade unions inherited substantial apparatuses and property that gave
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them the potential to assert independence and develop influence in
workers’ representation and policy making in the transition years (Dra-
hokoupil and Kahancové 2019). Despite these mixed influences from
the past, trade unions did manage to re-establish themselves as interest
representation organisations in the newly formed capitalist system. The
transition years were followed by a decade of economic growth, labour
market flexibilisation and deregulation and finally the economic crisis
of 2008-2009 intensified the challenges facing trade unions.

The main pillar of trade unions is legal regulation, stipulating un-
ion rights in codetermination, information and collective bargaining.
However, especially in the recent post-crisis years there have been
legal changes concerning union legitimacy. This in turn has pushed
trade unions to a position in which they constantly have to re-establish
themselves as legitimate organisations capable of representing the in-
terests of their members and the wider labour force, engaging in social
dialogue and delivering feasible collective bargaining outcomes. Facing
this challenge, unions operating in an environment hostile to collective
interest representation are focusing most of their capacities for action
in two areas.

First, at the national level, they seek to influence legislation through
their engagement in tripartism and direct political support. Through
the open cooperation between the largest trade union confederation
KOZ SR and the political party SMER, trade unions gained codeter-
mination rights on flexible working time accounts (flexikonto), the in-
troduction of erga omnes extensions to sectoral collective agreements
and involvement in shaping Labour Code amendments, such as the
definition of »dependent employment« (Kahancové 2013). Whenever a
union-unfriendly political party regains power, such influence is neu-
tralised, if not negated. With a pro-labour government since 2012, un-
ions enjoy political support for their national-level actions. However,
the government is increasingly coming under the influence of business
interests, which leaves the political resources of trade unions in some
doubt for the future. This development suggests that unions should de-
velop a more balanced mix of resources in order to reduce their politi-
cal dependence. Resources that would probably strengthen trade union
legitimacy and structural power include organising new members also
from more flexible and precarious parts of the labour market, devel-
oping strong international contacts with European and international
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trade union federations, a more pro-active engagement in domestic
socio-economic developments, and an active role in EU-wide debates
within sectoral social dialogue committees and beyond.

Second, at the sectoral and establishment levels, unions consid-
er collective bargaining, the conclusion of collective agreements and
monitoring employer compliance with the law as their main functions.
Despite variations in bargaining procedures and outcomes, coverage
rates and trade union structures across the sectors of the economy, in
Slovakia the sectoral principle still plays an important role in union
structures and collective bargaining.

Another major challenge facing trade unions is the decline in organ-
isational capacities, most notably driven by membership decline. Trade
unions face difficulties in recruiting young members and members from
among precarious employees in segmented labour markets. KOZ SR es-
timates that precarious workers comprise 15 per cent of all union mem-
bers (ibid.). Such membership trends have negative consequences for
union capacities and legitimacy. At the same time, capable leadership
in some sectoral unions, most notably health care, yielded improve-
ments in working conditions through sector-level collective bargaining
in the mid-2000s. Besides membership decline, trade unions are wor-
ried about the declining coverage of collective agreements. In this light,
trade unions welcomed the legislative change to support erga omnes
extensions to higher-level collective agreements.

Recent years have seen fragmentation emerging between unions fo-
cusing on traditional modes of action (collective bargaining in sectors
and social dialogue at the tripartite level) and unions that were dissatis-
fied with the lack of results through bargaining now seek other kinds of
action. The latter group of »new« unions, which emerged particularly in
the public sector, is more radical and uses the public arena for protests,
demonstrations, petitions and campaigns to influence society as a whole.
More militant action in the public arena seems to bring more success for
trade unions than traditional social dialogue and collective bargaining.
While such new types of action strengthen union resources, at the same
time they undermine the traditional pillars of industrial relations, most
importantly coordinated bargaining and solidaristic wage setting.

Finally, trade unions in Slovakia also increasingly recognise the
need to adjust their internal structures to meet the above challenges.
Union leadership structures inherited from state socialism have un-
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dergone many changes but need to adjust further to modernise trade
union operations. This includes the incorporation of young trade un-
ion professionals with international educations in sectoral trade union
structures. '?
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The FDGB and Its Craft Union IG Metall
in Pursuit of Self-Transformation

Wolfgang Schroeder

Before the member federations of the Deutsche Gewerkschaftsbund
(DGB - German Trade Union Confederation) transferred their organ-
isations from western to eastern Germany by institutional transfer the
Freie Deutsche Gewerkschaftsbund (FDGB - Free German Trade Union
Confederation) and its former craft trade unions had attempted - more
or less resolutely - to transform themselves. Why did these attempts
at self-transformation fail? Who were involved in these activities, what
aims did they pursue, what challenges did they have to contend with
and what were the consequences of these activities? The following
presentation focuses on what unfolded among the trade union actors of
the East German metal industry.

1. The Upheaval: From »Third Way«'
to Accession Movement

Viewed from outside, until shortly before its political collapse the Ger-
man Democratic Republic (GDR) appeared to be a relatively stable
state. Behind this facade, however, the latent internal contradictions
became increasingly pronounced, although not in such a way that a rev-
olution could have been predicted. Open destabilisation leading up to
the implosion of the Socialist Unity Party of Germany (Sozialistische
Einheitspartei Deutschlands - SED) regime was the final outcome of a
long period under a dysfunctional institutional system and a paralysed
economy. The dynamics of the political process in 1989 were driven by

1 Cf. Rochtus (1999).
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mass exodus and demonstrations. What was special about the political
collapse of the SED regime is not revealed by a comparison with those
COMECON partners - such as Hungary and Poland - in which there
were both reform forces within the Communist Party and opposition
groups with a long tradition and deeper roots in the population than
was the case in the GDR. Because there were room to manoeuvre and
avenues for exerting influence in these countries for both system-con-
formist counter elites and those who were critical of the system the
potential also existed for self-transformation. The decisive difference,
however, was the fact that people in the GDR had an alternative to their
way of life constantly before their eyes, for which no particular effort
had to be made to »sell« it to them because it was already part of their
everyday lives: the Federal Republic of Germany. It was the key reason
why collapse there was more rapid than in any other »real socialist«
country. Instead of venturing a risky transformation that would not
have had much to build on, people demanded »the turning point with-
in the turning point« (»>die Wende in die Wende«) or annexation to the
Federal Republic.

Confrontation with the SED regime took place primarily on the
street. The main criticisms were the lack of civil rights and liberties and
the paucity of consumption opportunities. Workers went on demonstra-
tions after work. The workplace was a subordinate place of conflict.
And even when the conflict over the legitimacy of the SED regime took
place there it was mainly about the replacement of the old system and
less about self-transformation on the part of workforces. To that extent
the mode and manner of the upheaval in the GDR should be sharply
distinguished from a revolutionary model in the Marxist mould. In the
perspective of what one might term a »producers’ revolution« the is-
sue was the right of disposal over the firm. By contrast, in the GDR at
issue was a »consumers’ revolution« (Kadtler, Kottwitz, Weinert 1997:
23). Correspondingly, the hope arising from the so-called »shortage
economy« of a higher level of consumption formed the pivotal point of
both individual and collective political orientations in the turmoil of
the period of change. This characterisation implies not only a delimita-
tion from the producers’ revolution but also a fundamental rejection of
further socialist experiments. At the same time, the concept of a con-
sumers’ revolution draws attention to the fact that it was less a posi-
tive attitude towards the Federal Republic’s model of democracy that
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moved the majority of people to act, but rather the expectation of being
able to enjoy the material output of the West German system. Thus the
upheaval in the GDR can be understood as a passive consumers’ revolu-
tion. Because of reunification, no one had to take responsibility for the
transformation.

2. Debates in and about the FDGB:
Discontent in the Workplace

Substantial impetus for the collapse of the SED regime came from the
mass exodus to the Federal Republic and the mass demonstrations in
the GDR. Conversely, this does not mean, however, that workplaces had
somehow become entirely marginalised. Practically all activities occur-
ring at the borders and in the streets also found expression at the work-
place level. First and foremost, primarily at the level of informal com-
munication, but increasingly also under the spotlight within the firm. At
the centre of workplace discussions was the fundamental conflict with
the SED regime, which was deemed beyond reform. As political debates
infiltrated the workplace general political topics in most instances took
on a workplace-specific aspect, either because the workforce was ex-
asperated (Ruppert 1996: 41) with SED functionaries there or because
they complained of specific problems. A first public indication that the
workplace was also becoming a venue for debates about change was
the open letter written by the trade union members of the state-owned
company (VEB or Volkseigener Betrieb - literally »company owned by
the people«) on 29 September 1989 to then leader of the FDGB Harry
Tisch (Pirker et al 1990: 16).

While the criticisms voiced on the streets were directed almost ex-
clusively against the SED leadership, in the workplaces the FDGB lead-
ership also came into the firing line, especially because of its function
as the SED’s »transmission belt«. Initially, the discontent was directed
less towards the fact that the FDGB did not really represent the in-
terests of the workers and rather against the insensitive and ritualised
stigmatisation of groups of citizens and those leaving the country as
»betrayers of the fatherland« or »dupes of the class enemy« by FDGB of-
ficials. How disastrously wide of the mark most FDGB officials were in
their reading of the situation can be seen from the fact that they them-
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selves, against the background of the emigration wave communicated
by the mass media, were not in a position to take a critical look at their
own failings (Pirker et al 1990). Even in policy areas in which the FDGB
could not deny a certain responsibility, such as wage policy, the FDGB
leader rejected the criticisms of workplace representatives and instead
laid the shortcomings they were complaining about at their door, claim-
ing that they were not really up to the job.

After the opening up of the Hungarian border on 11 September 1989
and the mass demonstrations in the context of the GDR's Fortieth Party
Congress the pressure on the SED regime was becoming so strong that
the SED leadership under Egon Krenz took the bull by the horns and
sought a »controlled dialogue« with the populace. In parallel with this
the FDGB leadership, too, launched a public dialogue with its members
on 13 October 1989, both throughout the GDR via the FDGB newspa-
per »Tribiine« and at grassroots level in workplaces. The membership
seized the opportunity provided by these newly created forums with
both hands to articulate the existing dissatisfaction with SED policies
and demand root and branch changes (Pirker et al 1990). The demands
raised within the framework of workplace debates did not, for the time
being, include calls to do away with the FDGB and the establishment of
anew, independent trade union. Rather members demanded that home-
made problems be addressed more critically and openly, especially the
unsatisfactory supply situation and the unfair distribution of social
benefits. All this is to be categorised as political protest to the extent
that it culminated in the demand that all political authorities should be
removed from the workplace and the FDGB should make itself inde-
pendent of the SED (Kéadtler et al 1997: 253fF).

Even though as late as October 1989 no direct counter-movement
to the FDGB leadership was on the horizon, the latter proved to be
its own worst enemy by falling in line with the SED’s stance towards
those ready to emigrate and demonstrators. It thus increasingly found
itself the focus of popular anger. The negative image that arose from
this was reinforced by revelations about the illicit personal enrich-
ment of individual trade union leaders, as well as embezzlement by the
FDGB national executive (Weinert 1997: 235). On 1 November 1989 the
Berliner Zeitung - the district organ of the Berlin SED - reported on
improper use of state resources for the construction of a new house by
Gerhard Nennstiel, leader of IG Metall/GDR. On 23 November ADN
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(Allgemeiner Deutscher Nachrichtendienst) reported on the Byzan-
tine grandeur of Harry Tisch’s sojourns at the state hunting estate at
Eixen. On 29 November 1989 the FDGB executive confirmed that the
Freie Deutsche Jugend (FDJ) had received 100 million marks from the
FDGB’s Solidarity Fund for its Whitsun meeting. Finally, on 7 Decem-
ber it was revealed that the FDGB had 2 million marks in a slush fund.
To what extent these scandals were part of deliberate manoeuvring
by the SED leadership - for example, to downplay its own role or even
personal, as some suspect in the case of Nennstiel? - is a moot point.
What matters is that these public scandals brought about a change at
the top of the FDGB. This answered a widely-felt need on the part of
the population to find people responsible for their poor living stand-
ards and to punish them.

The scandals provided a sounding board for the discontent with ex-
isting circumstances and the idea that something fundamental had to
change (Weinert 1997: 235). Some people left the trade union, others
cancelled their membership dues® and many regarded it as confirming
their opinions, but without any immediate effects on their actions. In
their study of works councils Kadtler, Kottwitz and Weinert come to the
conclusion that workforce pressure was not oriented towards specific
employee interests, but rather driven by a desire to get the SED regime
out of the workplace.* This also included the fight against »red socks
and cliques« that in some cases led to the resignation of unpopular BGL
chairmen (BGL = Betriebsgewerkschaftsleitung - company or workplace
trade union leadership), combine directors and leaders. In many cases
the old officials had no option but to resign or were forced from office
by the employees. In order to pre-empt this fate many company un-

2 Gerhard Nennstiel (born in 1946) belonged to the younger, more politically ambitious gen-
eration of individual trade union leaders (who had attended the Higher Party School in
Moscow), who was expected to succeed to the throne. It was suspected that the Berlin SED
district leadership was behind the campaign to discredit Nennstiel and bring Annelis Kimmel
to the fore as successor to Harry Tisch.

3 »In protest against abuse of office in the national executive of the FDGB and the squander-
ing of union dues we shall not pay our dues for the months of December 1989 and January
1990. But this does not amount to resignation from the FDGB!« (SAPMO-BArch, Bestand
IG Metall: K EAW, Hoffmannstr. Abt. OZSF, Berlin to the central executive committee IG M
20.12.1989).

4  This evaluation is also inferable from the following statement by a works council represent-
ative: »The red cliques was the key idea at that time. And we as the works councils had been
given the task of focusing on that« (cited from: Kadtler et al. 1997: 85).
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ion leaderships sought democratic legitimacy by calling for a vote of
confidence. In many workplaces this worked; in others, however, the
BGL could no longer muster enough candidates and elsewhere a works
council was elected in the course of the transition in 1989 that replaced
the BGL and AGL (AGL = Abteilungsgewerkschaftsleitung - departmen-
tal trade union leadership) structures. In quite a few cases BGLs and
works councils co-existed until the conclusive adoption of the Works
Constitution Act (Ruppert 1996: 157).

Which kind of representative body the workforce opted for depend-
ed not only on the preferences and balance of power within the firm.
Another key influence was the fact that the company management could
encourage the establishment of a works councils and activists in the
company saw this as a welcome opportunity to demonstrate that they
were eager to lead the way in embracing the onrush of Western stand-
ards. Also very important were direct company contacts with West
German trade unions and works councils. This included some who rec-
ommended the establishment of works councils,’ but also some who, on
the basis of their own political preferences, called for utilisation of the,
from their standpoint, more extensive possibilities of the BGL within
the framework of the Labour Code. While the former dominated in the
region of Leipzig, the latter were more prevalent in the Berlin region.

The upheavals that took place at the workplace level in 1989/90
were primarily politically motivated »cleansing« operations, which
delegitimised not only the SED, the »workers’ militia«, the Society for
German-Soviet Friendship (DSF) and the Stasi, but also the FDGB as
representative of the unloved system of rule. The capitulation and dese-
lection of most BGL leaders were followed in many cases by the election
of BGL members or the founding of new works councils. What form of
interest representation was preferred was not the result of a substan-
tive struggle between two hostile lines but rather the »silent« and some-
times random outcome of the particular internal constellation. This is
also borne out by the fact that where BGL and works councils existed in
parallel, after some initial conflicts and difficulties in establishing roles,
a pragmatic division of labour could usually be found (Ruppert 1996:
157). In places where a works council had been established early on, one
can talk of »demonstrative re-establishments« (Kadtler et al 1997: 86)

5 This was, for example, very pronounced in the region of Leipzig.
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aimed at opposing the hierarchical FDGB with a workplace alternative,
without being active beyond the company level.

Workplace activities that resonated beyond the firm or even urged
the formation of a new independent trade union - like the establish-
ment in October 1989 of workplace reform trade unions in Teltow, Er-
furt and Potsdam® reported by the West German media - were rather
peripheral phenomena. Even though initially only individuals lay be-
hind this and no independent trade unions emerged from it, it was a
further public sign of discontent with the political conditions in the
workplace. The fact that there was no groundswell for the establish-
ment of an independent union in workplaces was discovered by no less
a person than Heiner Miiller’, when, at the great rally on 4 November
1989 in Berlin, he proposed that very thing (Pirker et al 1990: 139). The
lack of interest among the workers can be traced to three things in par-
ticular. First, those who proclaimed the need for an independent trade
union - such as the »initiative for independent trade unions« (Jander
1996) - were a barely noticed small group dominated by intellectuals.
Although these projects embodied the model of a producers’ (workers’)
revolution, they had neither influence in the workplace nor any idea of
how an independent trade union should operate on a day to day basis.
Ultimately, these initiatives, which existed in the environment of highly
diverse opposition groups, represented a framework for debates and
the making of public statements and thus amounted to little more than
a talking shop. Second, it should be noted that FDGB membership went
hand in hand with selective perks, such as holidays at FDGB resorts,
bonus payments and other benefits. A switch to an organisation without
resources would have put an end to all this. A third key factor was that
workers were not looking forward to a new GDR trade union, but West
German unions.

The commitment and influence of those workplace actors who were
close to the civil rights movement or regarded themselves as part of it
were of central importance in the comparatively trouble-free disman-
tling of SED organisations and the establishment of works councils.

6  »SED aus den Betrieben« [SED out of the workplace], in: Spiegel, 30.10.1989; Griindung einer
unabhangigen Gewerkschaft in Teltow versucht [Founding of an independent trade union
in Teltow attempted], in: Der Tagesspiegel, 24.10.1989.

7 Heiner Muller is arguably the most important German dramatist in the 20* century after
Bertolt Brecht.
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Above the company level, however, trade unionists in the civil rights
movement did not play much of a role. In the end it was the work-
place FDGB cadres of the second and third rank who participated in
the self-transformation efforts of structures such as IG Metall/GDR.
Some of them were able to rise within the apparatus fairly rapidly and
to become torchbearers for a renewed metalworkers trade union. By
contrast, the top ranks of BGL leaders were almost entirely replaced
(Jander 1996: 62).

Faithful to the model of the consumers’ revolution broad swathes
of the workforce participated in political cleansing in the workplace
because in that way they were able to remove people and institutions
that had not only been involved in the shortage economy, but had even
been able to exploit it to their own advantage through a selective clien-
tistic distribution and control policy. Larger workforces took part in the
reorganisation that began as early as October 1989 in many workplac-
es. Subsequently, this was the case mainly with regard to nominating
candidates and works council elections. The actual representative work
was put in the hands of the new interest representatives, dominated by
white-collar workers and graduates of universities and technical col-
leges (Kadtler et al 1997: 42; Bergmann 1996: 268). Representatives from
among the workers’ ranks played a subordinate role both quantitatively
and in terms of qualitative participation.

While the broad criticisms of the FDGB concentrated primari-
ly on abuse of power, personal enrichment, political co-responsibility
and thus on the lack of independence from the SED, not to mention
the selective approach to the distribution of scarce holiday places, the
new actors from a white-collar milieu demanded of IG Metall rather
an open, unvarnished account of the causes of the economic crisis in
order to improve company performance. Higher economic efficiency
was expected to arise from a higher level of responsibility in the work-
place, to be accompanied by a company union (BGL) furnished with
more extensive rights on the basis of a reformed Labour Code.? Aware

8  »First of all, we at IG Metall have to implement the performance principle in our workplaces
at a completely new qualitative level; in other words, conditions have to be created, and
that must also be an IG Metall demand, with a view to the inclusive implementation of
the codetermination of working people in the reproduction process and for all colleagues
to participate in the profits« (SAPMO - BArch, Bestand IG Metall: Beyer stellv. BGL-Vorsitz,
21.12.1989 to the central executive committee IGM).
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that the extensive mode of production of the planned economy, with its
disregard for profits and costs and a politically superimposed control
bureaucracy was a fundamental cause of the unsatisfactory economic
performance and thus also of the shortages, they focused their criti-
cisms on removing the hindrances on white-collar employees in order
to improve efficiency and performance across the board (Kadtler et al.
1997: 117). Many white-collar employees were sceptical whether their
interests could be adequately represented by IG Metall, which in turn
led to their weighing up whether to form their own white-collar union.

The dismantling or reconstruction of workplace SED/FDGB insti-
tutions, as well as the reorganisation of workplace social systems took
place at a time when the state structures of the GDR had more or less
the character of a Potemkin village, while their counterparts in the
Federal Republic, albeit not yet existing on the ground, nevertheless
already determined the debate. IG Metall-West and the other DGB
trade unions were still not present in workplaces when the consumers’
revolution had already swept the FDGB away. Scandal transformed la-
tent into open distrust. At the same time, there was a hope that the
social securities that the FDGB co-guaranteed could be continued by
the West German trade unions. The employees found themselves in an
ambivalent situation. On one hand, there was the euphoria of the con-
sumer revolution concerning the coming end of the shortage society
(its symbolic cornerstones were the opening up of the Berlin Wall on 9
November 1989 and the introduction of the DM on 1 July 1990). On the
other hand, there was a fear that because of the enormous economic
disparities between East and West Germany an unprecedented threat
to or even destruction of familiar living standards might occur. It was
ultimately the euphoria of the process of reunification and the end of
the shortage society it ushered in that masked the »worries about sell-
out, unemployment, poverty, piecework and anarchy« (Marz 1989). The
transfer of trust to the West German elite and its apparently guaranteed
level of prosperity that occurred at this time also contributed to the
fact that there was little significant effort to fashion new home-grown
structures against the opposition of the West German elite. Togeth-
er the new workplace functionaries, largely drawn from white-collar
ranks, and part of the unpaid FDGB elite tried to assert the interests of
the employees in the ongoing company transformation process. They
called for efficient management and efficient structures of production.
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Their commitment was oriented primarily towards business consider-
ations; their trade union ambitions beyond the firm were accordingly
modest, so that at the workplace level there was insufficient substance
to enable the self-transformation of IG Metall/GDR from there.

3. From Upheaval to Dissolution: IG Metall in the GDR
Manages neither Self-transformation nor Merger

With around 1.5 million employees the metal and electrical industry
was the biggest industrial branch in the GDR (Schroeder 1996). The
number of officially registered trade union members in this econom-
ic area was larger still; in 1989 it stood at 1,819,356 people, making IG
Metall/GDR by far the biggest organisational unit among the FDGB'’s 14
sections. In the following analysis we shall look at how after the »tran-
sition« IG Metall/GDR tried to develop itself into an autonomous in-
dustrial trade union of the Western kind; the background against which
these developments happened; what steps were taken; and what con-
flicts were fought out. In October 1989 everything seemed hunky dory
in IG Metall/GDR’s world, at least on the surface. Its leader, Gerhard
Nennstiel, at the tenth congress of the Executive Committee, praised
the fact »that the commitment to special initiatives on the occasion of
the Republic’s anniversary in the trade union groups and local organ-
isations of IG Metall/GDR has had an impact and has met with strong
approval«.’ The GDR, Nennstiel went on, is »our homeland, established
on the unshakeable unity of economic and social policy as hallmarks of
socialism in the colours of the GDR«. He denied West German critics
any right to propose changes in the GDR, because the fact was that in
the Federal Republic the situation was socially unacceptable, so much
so that »around one-third of all households in the Federal Republic are
dependent on social assistance to maintain their subsistence«. The con-
clusion he drew from this was that the lures and instruction emanating
from this society »would for us be a step back into the past, which we
all know is just not possible. Because history does not repeat itself«.!

9 Gerhard Nennstiel's closing speech at the 10t congress of the ZV. »Aus fester innerer Uber-
zeugung und mit guten Grunden...« [Out of firm inner conviction and with good reasons...]
in: 1G Metall Informationsblatt 10/1989, p. 1.

10 Ibid.
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The role of IG Metall in the FDGB could by no means be compared
with that of IG Metall/GDR in the DGB. The East German IG Metall was,
as already mentioned, merely a section of the FDGB. That changed only
after Gerhard Nennstiel’s resignation, after public accusations that he
had enriched himself in the job (Pirker et al 1990: 28). Following this in-
cident, which created something of a sensation in the slowly developing
East German investigative media, the IG Metall executive decided - as
one of the first leadership bodies from the midst of the FDGB trade un-
ions - to make a very public fresh start, in terms of both personnel and
substance. After the resignations of Gerhard Nennstiel and Harry Tisch"
the 11 congress of the Executive Committee was held on 7 November
1989, at which a new course was set for the reorganisation of IG Metall.
Against the background of a general uncertainty, which gave rise to hy-
peractivity in SED and FDGB bodies, the IG Metall leadership sought,
in actions fraught with symbolism, to regain the trust of the members
and to boost the power of the union apparatus. The dramatic challenge
faced by IG Metall was described by the executive committee as follows:
»In particular the instances of misuse of office, corruption, personal en-
richment and other actions that have come to light in recent weeks have
done nothing to alleviate the loss of trust among the members; on the
contrary, they have only served to deepen it. And this loss of trust has
gone so far that many seasoned trade union officials have been dese-
lected or resigned under unbearable moral pressure«. The trade union
apparatus was profoundly unsure of itself. On one hand, officials feared
for their positions, which was, in the first phase of the upheavals, a real
threat because of the reaction of the members to the revelations about
even the slightest privileges. On the other hand, they also feared the
members because the discontinuation of SED directives also took away
the basis for a policy of »authoritative imposition« and they simply had
no experience of confidently navigating the somewhat choppy waters
that divided the interests of the organisation and those of the members
or of implementing a strategy of argumentative dialogue.

The attempted renewal of IG Metall in the GDR began in November
1989. This development, which lasted until the union dissolved itself
at the extraordinary central delegates’ conference in Bogensee on 5-6

11 Harry Tisch resigned as leader of the FDGB on 2 November 1989; elected as his successor was
former Berlin FDGB district leader Annelis Kimmel (cf. Pirker et al. 1990: 23).
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October 1990, can be divided into three phases. The first phase, which
ran from November 1989 to February 1990, began with the resignation
of Gerhard Nennstiel, who up to that point had been leader for just
under a year and had been considered by many East German IG Metall
officials as both loyal to the system and a dynamic ray of hope. The be-
ginning of the first phase can thus be dated to November 1989 because
up until that time there had been no politically relevant reaction on the
part of the SED and the FDGB to the debates on the future of the GDR
that had already been in progress for a number of weeks at the work-
place level. The first post-SED phase was characterised by the attempt
to address the criticisms emerging from the workplace in order, on the
basis of a new reform-socialist federation ideology, independent of the
FDGB, to signal to the members that IG Metall knew which way the
wind was blowing. The reactions of the union apparatus to member-
ship pressure, however, were rather off the cuff, somewhat incoherent
and by no means consistently reform-oriented. The short-term goal was
to placate the members and to achieve a degree of consolidation. The
newly elected leader first of all had to establish a power base within
the union apparatus, which was makeshift at best. Although from the
outset he counted on the support of the West German IG Metall, espe-
cially the then leader Franz Steinkiihler, in order to bring about credible
renewal, at least on the surface, effective public support from the FDGB
and the SED/PDS had to be eschewed.

The second phase - lasting from February to May 1990 - began when
it rapidly became apparent that the formation of a unified German na-
tion-state was on the cards. From this point on, the issue was no longer
how IG Metall would reinvent itself within the GDR, but rather whether
and how a merger with the West German IG Metall might be brought
about on the most favourable terms for the East German IG Metall offi-
cials. With the Trade Union Act passed on 6 March, the reform of the La-
bour Code and the call for the retention of workplace trade union lead-
erships (BGL) an attempt was made to continue a substantial part of state
trade union activities. The agreement on protection against rationalisa-
tion measures of 6 April 1990 was aimed at publically underlining that
something had already been learned about proper interest representa-
tion. The 12'h central delegates’ conference on 8-9 April in Bernau turned
out to be the highpoint of the brief history of IG Metall/GDR as a federa-
tion relatively independent of the FDGB. The goal of the conference was
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to portray the union as a successfully renewed, independent industrial
trade union that was capable of acting as an authentic interest-represent-
ative organisation and thus met all the conditions necessary for merging
with the West German IG Metall on an equal footing. Although there was
no longer any fundamental dissent on the part of the workers, they did
not set much store by the ability of IG Metall/GDR to reinvent itself, but
rather put their faith in the West German IG Metall. This period ended
on 25 May 1990 with a joint declaration by the two metal trade unions,
which laid out the dissolution of the East German IG Metall and the ab-
sorption of its members by the West German IG Metall.”?

The third phase - May to October 1990 - was characterised by the
constant, but mainly futile efforts of the East German trade union lead-
ership to play a substantive role in shaping the transition process. Be-
cause from May 1990 the upper hand was firmly with the leadership
of the West German IG Metall in Frankfurt the interest of IG Metall/
GDR officials soon focused on the question of how they could secure
themselves a future career in the West German organisation. Given that
it made no sense to bring all officials on board, a range of intensely indi-
vidualised tactics were deployed, which led to a rather fraught situation
in the union executive, in which solidarity went out the window, as a re-
sult of which at the level of collective action even minimal forms of veto
power against West German IG Metall were now out of the question.
The response of the union apparatus to the changed circumstances re-
sembled the race between the tortoise and the hare. In this phase it was
no longer only the central executive in Berlin, but increasingly also the
districts that were expressing their positions and interests. For exam-
ple, a district leader was elected in Mecklenburg-Western Pomerania
even though he defied the statutory directives of the IG Metall, while
some metalworkers in Saxony threatened, during the final period, ever
more frequently and explicitly to establish their own organisation. Even
though no institutional substance emerged from this separatist rhetoric
these actions made it clear that even within the East German IG Metall
there was a certain regional vitality that could no longer be ignored as
a factor in its own right.

12  Annex to the circular of 25 May 1990: »Gewerkschaftseinheit verwirklichen« [Realising trade
union unity], signed by Franz Steinkuhler, Klaus Zwickel, Hartwig Bugiel and Fredi Jahn
(Hamburg, 25.5.1990).
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4. Attempts at Personnel, Organisational
and Programmatic Renewal

Following the presentation of the historical events, in what follows we
shall attempt to elucidate the problems that ensured that IG Metall/
East was unable to bring about sustainable renewal, whether personal
or structural, as well as with regard to substance.

Attempts at Renewing Union Personnel

Until well into 1988 the leader of IG Metall was Rainer Sommer. His life
and career” embodied the peculiarities of the functionary elite in the
GDR, between omnipotence and impotence (Lexikon 1992: 429). This
included standing witness to the woes of the German labour movement,
as well as a lack of response to the structural crises and functional
shortcomings of the GDR. His long period of office, too, was dominat-
ed by Byzantine pretensions to such an extent that the privatisation of
power came to be the defining feature of his administration. This ap-
proach was epitomised by the fact that before the commencement of his
final period of office the 60 year old Sommer insisted that he be elected
one more time and subsequently his absenteeism and lack of leadership
were more conspicuous than ever as he sought to assuage his need to
swan around on the international stage.

Gerhard Nennstiel (born in 1946), anointed Sommer’s successor in
1988, belonged to the generation that missed out on the experience of
fighting fascism, growing up with the GDR and its institutions. Before
he became leader of IG Metall he had won his spurs as FDGB district
head. On top of that, he had been considered by the cadres who mat-
tered as successor to FDGB leader Harry Tisch and member of the Po-
litburo. An important condition for such a career were his studies at
the Higher Party School of the Soviet Communist Party in Moscow. Not
surprisingly, when Gerhard Nennstiel took office there was no policy
change, merely one of generations at the top of IG Metall/GDR.

13 Born in 1921 and growing up in the Weimar Republic, with a proletarian-anti-Fascist back-
ground, war experience, machine fitter and mandatory academic qualification as certified
economist.
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Because after Gerhard Nennstiel’s resignation the symbolism of gen-
erational change was already pastits sell-by date the IG Metall executive
decided to underline the desire for renewal by selecting the new leader
from outside the ranks of the executive committee. Because his election
was to take place in concert with the grassroots committees and on the
basis of competing nominations the secretariat was tasked with coming
up with at least two nominations," in coordination with the members of
the executive, the district chiefs and the most important central BGLs
(Betriebsgewerkschaftsleitung - central company union leadership in
combines) chairs. At the 12" Congress of the Central Committee on 26-
27 November 1989 the candidates for the post of union leader were the
Jena BGL chair Hartwig Bugiel and the Rostock IG Metall official Riidi-
ger Klein." The first open vote in IG Metall ended with the clear victory
of Hartwig Bugiel,’ who as a citizen of both West and East Germany
attracted considerable public interest. He was born and brought up in
West Germany and moved to the GDR only in the 1960s.

Three groupings were involved in the attempt to reform IG Metall/
East: first, the old executive elite; second, parts of the upwardly mo-
bile BGL elite; and third, grassroots activists from workplace level, who
hitherto had not occupied any official post. Even though this categori-
sation cannot capture all the relevant factors - for example, regional
origin, relationship with the Party and age played a role - it does give a
reasonable picture of the decisive institutional arena. Between the two
main groups - the elites of the union apparatus and the workplaces -
there largely developed (even though in individual cases the boundaries
could be rather fluid) the dynamic that shaped the internal organisa-
tional process between the transition and the end.

14 The deputy leader Joachim Pampelt and the International Secretary Werner Geistert were
tasked with finding two candidates. As first choice Uwe Rosenkranz was agreed on, the 1G
Metall district chairman of Carl-Zeiss-Jena, one of the biggest and most important Kombi-
nats in the GDR. However, he turned it down.

15 About this election the secretariat of the executive wrote: »We would like to underline here
that these nominations were discussed with the workplace trade union leaderships, shop
stewards or BGL chairs of the relevant workplaces and, in the case of Rostock, with the secre-
tariat of the district committee and the chairs of the district executives of IG Metall and met
with their approval. We shall address the cadre problem in accordance with the confirmed
agenda« (SAPMO-BArch, Bestand IG Metall: Report of the Secretariat to the 12*" congress of
the executive board of IG Metall of 23.11.1989; p. 21).

16 On 26 November, 63 members of the executive voted for Bugiel and 17 for Klein (cf. Tribine
15.1.1990).
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Renewal of personnel did not come directly from the union appa-
ratus nor was it dominated by the trade union leaderships of the big
Kombinats."” The last leader, up to his election, had no cross-regional
functions in the SED, the FDGB or IG Metall. He belonged to the BGL
elite, which in the final year of the GDR was supposed to ride to the
rescue of the union apparatus. With the grassroots’ insistence on new
blood the way was blocked to the old executive elite. As a result, the old
members of the management committee (geschdftsfiihrende Vorstand)
- with the exception of Karin Schubert - did not even put themselves
forward at the 12" central delegate conference on 8-9 April 1990 and
instead switched to departmental leadership positions.”® Thus with only
one exception representatives of the BGL elite were elected to the new
leadership positions who seemed best able to give the impression that
IG Metall had undergone a sea change. Instead of the gerontocracy who
usually dominated the leadership of the GDR’s institutions the union
was now headed by six members of the management committee in the
prime of life (with an average age of 44), who were supposed to drive
the renewal of the organisation with new ideas. With regard to age,
experience and professional career the executive elected in April 1990
showed a considerable degree of homogeneity. However, they were hin-
dered by their lack of experience with the political authorities of the
capital, in particular when it came to dealing with their own union ap-
paratus and its work and so the influential officials of the central execu-
tive could reasonably hope to maintain their influence.

The image of an IG Metall renewed in terms of both personnel and
policy remained rather a wish than a reality: the BGL elite, who hitherto
had operated mainly at regional level, were not the forces who since
October had striven to push the SED regime out of the workplace. Most
of them favoured rather a cautious readjustment. Those who had estab-
lished works councils of their own accord and/or within the framework
of the newly elected BGL favoured a complete renewal of trade union
activities barely played a role in the transformation of IG Metall. Of
the BGL representatives newly elected to the management executive in
April only one was not an SED member and the union apparatus that

17 The really big combines, such as Carl-Zeiss-Jena, had their own district executive; smaller
combines had only a central plant-level trade union leadership (Z-BGL).

18 For example, the previous deputy chair Joachim Pampelt switched to the post of departmen-
tal head of personnel and organisation.
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stood behind this executive was characterised by a high degree of con-
tinuity. There were absolutely no departures - on the contrary, in the
course of transferring FDGB personnel and resources to the individual
trade unions the whole thing mushroomed, so that in a short period the
number of employees of the central executive rose from 68 to around
120. And because the established officials had long organisational ex-
perience and thus enjoyed the requisite working relations with FDGB/
SED authorities and with ministries those at this level had everything
they needed to steer things in their own interest.

With regard to the mode of renewal there appear to have been few
major substantive differences between members of the executive. The
requirements of the political unification process and the influence of
the executive of IG Metall/West led to the laying down of correspond-
ing principles (to be weighted differently at different times). Howev-
er, as soon as the substantive positions of individual executive mem-
bers became known rivalries began to develop, in particular between
Hartwig Bugiel and the leading officials of the union apparatus. In order
to avoid having to depend on the veteran colleagues of his predecessor
Bugiel fashioned his own advisory team and relied on support from
Franz Steinkiihler, leader of the IGMetall."” Externally, he sought to
use the tensions between the old central committee members and the
new BGL representatives to his own advantage by presenting himself
in public as guarantor of the renewal of IG Metall. At the 12" central
conference of delegates Bugiel had to withstand a crucial vote when
Karin Schubert, one of the most prominent executive committee sec-
retaries put herself forward as chair. Das Handelsblatt reported as fol-
lows: »It was clear to the delegates in the vote that they had to decide
between the old FDGB course of unequivocal allegiance to the SED/
PDS and the line based on party-political independence espoused by
Bugiel and the other reformers, who in the previous year had brought
about the deposition of the old trade union leadership«.?° This depic-

19 The unity and apparent equality between Steinkthler and Bugiel were emphasised symbol-
ically, among other things by means of photos, which were regularly featured in the com-
munications of IG Metall/GDR up until the Hamburg resolution in May 1990 (for example,
No0.1/1990; 4/1990; IG Metall-update on the central conference of delegates).

20 Cf.Kampfabstimmung um den Vorsitz ergibt klares Votum fur Bugiels Erneuerungskurs [Cru-
cial vote on the chairmanship gives a clear approval of Bugiel’s renewal path], in: Handels-
blatt 10.4.1990.
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tion is exaggerated to the extent that things did not come to a head
in this way as far as the substantive everyday issues were concerned.
Although Bugiel clearly won this vote, too, the renewal of IG Metall
proceeded very slowly.”

Summing up, in November 1989 the IG Metall executive commit-
tee was delegitimised by the public scandal to such an extent that
mere recycling of the elite within the management committee was
out of the question because it would send the wrong signals about
renewal. The gradual exit of the executive committee heralded the
hour of the BGL chairs, who were able - in the slipstream of the »new
democracy« - to sidestep the successor elite of the union apparatus
who were still waiting in the wings. In the last months of IG Metall/
GDR the new, politically inexperienced BGL officials, who had risen
to the top of IG Metall, had to contend with many minor skirmishes
in order to reach a compromise with the established representatives
of the central trade union apparatus. However, despite the person-
nel constellation that had been extended with the influx of BGL and
FDGB representatives it was to some extent a closed event involving
the established SED-oriented forces from which the representatives
of the newly elected works councils or even the citizens’” movement
were excluded.

Attempts at Organisational Renewal

The self-interest of officials played an important role in the organi-
sational restructuring of IG Metall/GDR. Their starting point was
comparatively favourable because the SED/FDGB structures were dis-
credited, but no real alternative existed. In this situation a transfer of
resources to the level of the industrial trade unions seemed the order
of the day in response to the criticisms articulated publically within
the framework of the workplace dialogue events. Modelled on West
German conditions and the proposals of the Bernau Trade Union Col-
lege on the reorganisation of trade union work (Jander 1996: 86), which
had been prepared at the beginning of November 1989, there were

21 Of the 439 votes cast, with one abstention, 282 — around two-thirds — went to Hartwig Bu-
giel. Karin Schubert was supported by 148 delegates (Handelsblatt 10.4.1990).
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demands for the dual autonomy of the industrial trade unions, inter-
nal trade union democracy, extension of the rights of individual trade
unions, a law on trade unions and the convening of an extraordinary
FDGB congress.

Initially, the IG Metall leadership insisted on only a little inde-
pendence from the SED*? and the FDGB,?® which in the course of time
amounted to a fundamental, albeit not uncontroversial decoupling. Af-
ter his first meeting with Steinkiihler on 8 December 1989 Bugiel, as
first chairman of the industrial trade unions, demanded full independ-
ence, including financial autonomy and free collective bargaining on
the West German model.>* This was harshly criticised in particular by
the FDGB union apparatus: »I regard this as the first step to a split in
the trade union and the task of the unified trade union that in future
we as umbrella organisation will so desperately need. Our own finan-
cial administration would mean that in future we shall have poor and
rich IG Metall trade unions and also high personnel costs. (...) I thus
consider a central, uniform finance policy under the responsibility of
the FDGB as much more effective, albeit one in which the voice and
decision-making authority of the IG Metall trade unions concerning the
use and application of resources must be substantially enhanced«.” The
dissociation from the FDGB was also emphasised by the fact that the in-
dustrial trade union with the most members advocated reform neither
in terms of personnel® nor politically, but rather deliberately made pro-
visions for its breakdown in order to obtain a share of the assets in line

22 |G Metall proceeded very cautiously with cutting the cord with the SED in its first (November)
action plan: »In order to conserve the trade unions’ independence the chairmen of interme-
diate executive committees and leaderships cannot be members of elected party bodies« (I1G
Metall action plan 27.11.1989).

23  On this the spokesman of the central executive committee remarked: »We confirm the posi-
tion in this action plan that we as IG Metall are in fact becoming a craft union, that is, within
the FDGB, autonomous, free and independent of the state, any parties, organisations, po-
litical movements and religions, and represent the interests of metal workers and metallur-
gists« (SAPMO-BArch, Bestand IG Metall: report by the secretariat to the 12* congress of the
central executive committee of IG Metall, 23.11.1989, p. 6).

24 Cf. Tribtne 8.12.1989.

25 SAPMO-BArch, Bestand IG Metall: Winfried Reinhard to the IG Metall central executive com-
mittee 1989.

26 Although in the »Committee on preparations for the extraordinary congress« Bugiel acted
as press spokesman, and at the congress of 31.1/1.2.1990 IG Metall, with 450 delegates, was
the strongest grouping, it did not submit a candidate for the chair (cf. Pirker et al. 1990,
38ff.).
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with its membership, although it was unsuccessful in this.?” With some
delay only the transfer of FDGB personnel to the IG Metall apparatus
took place, the handing over of a training facility and the assumption of
IG Metall staff costs by the FDGB up to 30 June 1990. On one hand, the
FDGB represented a significant negative example in relation to which
the renewal efforts of IG Metall appeared in a shining light. On the
other hand, it contributed to the material support for this process with
its own resources.

At the 12" Central Delegates’ Conference in April 1990 the IG Metall
executive committee tried to stage-manage the »rebirth« of IG Metall as
an autonomous industrial trade union.?® At the core of this stage-man-
agement stood the adoption of its own statutes that, alongside financial
autonomy, was a key symbol of the new independence. In this way IG
Metall thus possessed, for the first time since the end of the 1940s, legal
independence on the basis of democratic structures.”® At the centre of
the statutes lay the existential principles of internal trade union democ-
racy to convert the »SED transmission belt« into an authentic interest
representing organisation.*®

In order to ensure its viability the IG Metall leadership committed
itself in particular to a long-term state guarantee and backed a trade
union law that provided for a trade union right of veto in all ques-
tions that directly affected employees. In addition, the trade unions
were to be consulted on all legislative decisions and they were to be
given the »right of legislative initiative«. With the law passed on 6
March 1990 the right to strike was legitimised for the first time, lock-
outs prohibited, the monopoly of the FDGB trade unions in workplac-

27 Concerning these issues Hartwig Bugiel remarked at IG Metall’s dissolution congress at
Bogensee: »Up until the dissolution congress of the FDGB on 14 September some worked
towards prevention of further fragmentation. You know that we have fought to obtain the
20.1% IG Metall share from the assets of the umbrella organisation. On 14 September, how-
ever, the majority of delegates of the IG trade unions decided to leave the assets intact
for the time being and to distribute them among the IG trade unions only after the set-
tlement of liabilities. What will then be left for redistribution at present no one can say«
(SAPMO-BArch, Ms. Speech by Bugiel, p. 39a, Bestand IG Metall).

28 |G Metall Aktuell, 12t Central Delegates’ Conference 1990, p. 2.

29 A substantial difference from the statutes of the West German IG Metall was the fact that
the workplace trade union leaderships were conceived as the most important grassroots
organisations and the collection of dues was to take place directly in the workplace (cf. IG
Metall-spezial, Statut der Industriegewerkschaft Metall §5, 1990, p. 4).

30 Cf. Action plan of the central executive committee of IG Metall, 27.11.1989.
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es codified® and, at the same time, the sporadic existence of works
councils was ignored. In the public debate on the alternatives of works
council or BGL IG Metall conceded that the BG leaderships had lost
trust because of the FDGB'’s policies, that the social differentiation
that already existed before 1989 was not reflected in BGL structures
and, finally, that due to the expected changes in ownership structures
there was considerable acceptance of the West German works council
model.?? Nevertheless, with the backing of individual representatives
of West German IG Metall the vote went in favour of the BGL and that
with the argument of context-specific effectiveness: »What matters is,
under GDR conditions and thus in the context of existing democratic
and social values, to find and create the most effective forms of in-
terest representation for the whole workforce«.** Under the aegis of
effectiveness not only were direct ties to the workplace interest rep-
resentation of IG Metall mentioned, but also the lack of a legal basis
for works council activities. The chairman of IG Metall East Berlin had
this to say on this subject: »We have tried to say that we understand
you and that the fact you want something new is OK, but we would
also like to say that you should heed the fact that at present you can-
not; the Works Constitution Act does not yet apply in the old GDR, but
the Labour Code is still in place. If you have a dispute in the workplace
you cannot deal with it on the basis of the Works Constitution Act, but
you have to do so on the basis of the Labour Code« (Wagner 1993: 30).
Presumably, the reason for the preference for BGLs as representative
organs was less legal validity and issues of political effectiveness than
worries about organisational and financial disadvantages. The conse-
quence of this attitude, which in individual regions - especially Berlin
- was massively supported by the West German IG Metall, was a re-
nunciation of sustainable support for a new beginning operationally.

31 The need for a trade union law was grounded on the restrictive practices of the state author-
ities in relation to the trade unions: »That virtually compels the question of what means and
opportunities we as trade unions have available to us, both today and in the future in order
to be able to pursue and indeed protect trade union work effectively in the interest of the
members. We thus call for the working out of trade union law and for legal regulations to
resolve work conflicts« (IG Metall/GDR action plan, 27.11.1989, p. 10).

32 |Ibid.

33 Auf der Suche nach wirksamen Mitbestimmungsformen [In search of effective forms of co-
determination]. In: IG Metall. Meinungen. Tendenzen. Anregungen [Opinions, tendencies,
impulses] 1/90, p. 2.
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In case of conflict this could also mean that IG Metall, in workplaces
in which there existed both a newly founded works council and a BGL,
would support the latter (Wagner 1993: 37).

The most visible expression of the dramatic erosion of the ties be-
tween the BG leaders and the central executive committee was the di-
minishing willingness to pay to the executive committee the dues laid
down in the union statutes. The union apparatus considered financial
disclosure to be particularly important for the restoration of trust. The
financial plan presented at the 12" central delegates’ conference in Ber-
nau gave the impression that IG Metall was inclined to meet this de-
mand,** but it proved otherwise. Only four weeks later the union appa-
ratus had to swear an oath of manifestation. On the brink of insolvency,
on 11 May 1990 executive committee member responsible for finances
Karin Schubert visited the treasurer of West German IG Metall to re-
port to him on the financial crisis. The grassroots organisations gave
the central executive committee only 63 per cent of the dues it was en-
titled to in accordance with the union statutes; liquidity could no longer
be ensured for the month of July. Thus it became clear to the West Ger-
man union leadership that the restructuring of East German IG Metall
into an independent trade union organisation had failed (Christ 1990).

The white-collar workers who up to 1989 had been at a structural
disadvantage were not only the most important actors in the organisa-
tional upheaval, but from their ranks came the often made threat that,
if IG Metall did not represent their interests in a more robust manner,
they would establish their own interest representative organisation or
switch to the DAG (Deutsche Angestellten Gewerkschaft - German Sal-
aried Employees’ Union). From December 1989 the executive leadership
responded with the demand that all employees should be treated equal-
ly. At the 12" Central Delegates’ Conference a policy motion was adopt-
ed that proclaimed the formation of white-collar worker committees at
all levels and laid down that they were to be represented in proportion
to their share of the workforce in the BGL. To ensure that the Central
Executive Committee really represent the interests of the white-collar
workers it was to be advised by a voluntary committee. And virtually
no programmatic contribution was complete without the remark that the

34 Presentation of the accounts of IG Metall, Annex 2; 12 Central Delegates’ Conference IG
Metall, 8.4.1990 (IG Metall documentation).
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Table 1: Distribution of Full-time Officials in IG Metall/GDR (February 1990)

Level Number %

Executive committee (Vorstand) 128 22.5
Districts (Bezirke) 60 16.6
Subdistricts (Kreisgebietsstellen) 380 67.0
Total 568 100.0

Source: Material IG Metall/GDR.

principle »one shop, one union« had proved its worth in West Germany to
such an extent that any separation would be a kind of crime against unity.

The restructuring of the East German trade union landscape was
portrayed by the IG Metall leadership as a process of decentralisation.
By that they meant a transfer of resources and responsibilities from the
FDGB to the individual trade unions, resulting in a centralisation of re-
sources within IG Metall at the level of the central executive committee.
The number of subdistrict (Kreisgebiet) offices was reduced from 156 to
94: the number of district branches remained the same and the central
office was upgraded with an increase in personnel and resources to en-
able it to maintain its ability to interact with ministries, employers, com-
panies and, above all, the West German IG Metall. The number of posts
in the central executive committee rose within a few months from 68 in
December 1989 to 128 in February 1990. Since, however, the other or-
ganisational levels did not go along with this the centralisation process
rapidly became a precarious business that ultimately succeeded only
because of the time pressure. The majority of employees and grassroots
workplace organisations, moreover, banked on IG Metall/West taking
responsibility for all this. Because the employees basically accepted the
transitional character of IG Metall/GDR the work in progress did not
break down, despite the fact that the situation was fraught, to say the
least. And after it had become clear that the trade union would disin-
tegrate many of the leading officials tried to safeguard resources - in
other words, members and assets - some as a matter of principle, but
others in order to get their hands on something to bargain with in the
upcoming handover process.
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Programmatic Reorientations

Besides demands related to the organisational structure of IG Metall,
from September 1989 ideas on a new policy started to emerge from the
trade union’s workplaces and branches. This critique took place from
mid-October within the framework of the dialogue supported by IG
Metall/GDR. In parallel with the political process and part and parcel of
agreements with FDGB reformers a perspective crystallised that aimed
at a socialist recalibration of economic productivity and a fairer distri-
bution of power. This idea was reflected in the work programme of the
central executive committee of 27 November 1989,% a condensed ver-
sion of which was presented to employees in a first leaflet® issued by IG
Metall/GDR on 18 December 1989. The most important demands were:

» Fair remuneration and free collective bargaining: equal pay for equal
work; higher wages for higher performance; the use of the wage
fund should be a company responsibility; performance-related pay
for skilled workers; new rates for metalworkers in trades and crafts;
revision of the assembly and customer service agreement; equitable
taxation of all employees; rising performance, rising annual bonus;
social security in the event of technological or age-related changes in
the workplace; real wage and pension compensation guarantee in the
event of changes to subsidies and prices; standardised pension rights.

« Working conditions: employment protection, work environment;
safe, non-hazardous workplaces; no trade union agreement to ex-
emptions for onerous working conditions; elimination of environ-
mental hazards.

o Training and further training: occupational training and further
training: equal rights for all; better opportunities for metalworkers;
deployment in accordance with qualifications and abilities.

35 Animportant role in the transfer of policy ideas from IG Metall/West to the East German IG
Metall was played by the international secretary Werner Geistert, who was in possession of
the main programmatic documents as a result of his regular contacts and visits. Because of
his participation in the congress of the West German |G Metall he was also informed about
the intricacies of individual areas of debate.

36 Around 1 million copies of the leaflet were printed, at the expense of the West German IG Metall.
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« Holidays and free time: transfer of all state and party holiday facil-
ities to the trade unions” holiday service; allocation of trade union
holiday places under the supervision of the IG Metall leadership;
staggered school holidays to facilitate family recreation; cultural
and leisure provisions by the company.

o Economic reform: safeguarding of public ownership of the main
means of production; right to work; trade union participation in
structural and ownership changes with regard to the national econ-
omy and companies; radically simplified and needs-oriented central
planning.

The central executive committee of IG Metall acclaimed the working
programme as an important stage on the way to restoring workers’
trust. The view generally expressed in public was: »That is what we
want and need. Keep it up«.* By contrast, there was no lack of crit-
ics of the work programme, whose main concern was to speak out
against the socialist reform perspective;* others suspected that the
programme amounted to little more than empty rhetoric and that
ultimately nothing would be done.* The reform-socialist work pro-
gramme enjoyed only a brief »half-life« because, due to the ongoing
unification process, the proclaimed basic orientation proved unsus-
tainable. The work programme assumed the continuity of the state
socialist framework; even the performance-related aspects of reform
were part of this project and thus lagged behind the accelerated de-
velopment of the political process. The melange of old state social-

37 Metall-Basis: Arbeitsprogramm kommt an [Action plan well received]. In: IG Metall. Meinun-
gen. Tendenzen. Anregungen. 1/90, p. 1.

38 »How does IG Metall know that the goal of the majority of workers is to strive for a viable,
democratic, attractive socialism? The same words have been preached to us for 40 years and
we all know what happened. We are no longer ready to put up with any kind of socialist
experiment. Blood was shed in the name of socialism in China and, as we all saw recently, in
Romania« (SAPMO-BArch, Bestand IG Metall: message signed personally by members of the
technological department of VEB IKR Pirna branch office 9.1.1990 to the central executive
committee of IG Metall).

39 »We demand at long last a clear statement on how things stand or what has been achieved
so far with regard to the action plan and the leaflet of our industrial trade union in order
to be able to convey clearly to our metalworkers here what the central executive committee
of our IG Metall has accomplished.« (SAPMO-BArch, Bestand IG Metall: district executive of
the industrial trade union Magdeburg-Nord 17.1.1990 to the central executive committee
IGM).
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ist and new democratic political ideas represented to some extent
an activist dry-run that showed that the relevant protagonists were
structurally overstrained by the fact that the restructuring of their or-
ganisation and the shift of focus were happening simultaneously. The
faster things changed the more difficult officials found it to come up
with new answers to point the way. After the first programmatic dry-
run had run its course, the topical positioning of the central executive
committee focused solely on keeping up with the accelerating politi-
cal and economic transformation process. At the centre of this work
were demands, negotiations and agreements in which IG Metall/East
articulated citizens’ social interests and thus, at the same time, sought
to underscore the renewal of its own organisation in terms of interest
representation.

5. Reasons for the Failure of Self-Transformation

Views differed between the trade unions concerning how East Ger-
man officials might be able to assert their interests in the process of
integration in structures and institutions of West German provenance.
Whatever the differences, which were focused primarily on wheth-
er a preponderance of East German officials would be absorbed - as
was the case with the IGBCE, for example - or whether this would
take place only in individual instances, it ultimately came down to an
institutional transfer from West to East Germany. In contrast to the
SED the FDGB and its craft unions did not manage to transform them-
selves. This can be traced primarily to the fact that they were subject
to socio-politically motivated pressure for unions with the Federal
Republic. Furthermore, a successful social partner was already in the
field in the form of the West German IG Metall, which was in a po-
sition to extend its organisation to the territory of the former GDR.
On top of that, the East German actors, lacking experience in deal-
ing with the institutions of a dynamic market economy, were hobbled
right from the starting gate. The accelerating transformation process
and the changing expectations of its members forced them to launch
a constant stream of new initiatives in order to become or remain vi-
able. This they could not manage without resorting to West German
models and improvisation. However, these forms of actionism, new to
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the GDR, could not disguise the dominant leaning towards old struc-
tures and types of solution. Sometimes, the impression was that even
the protagonists did not believe their own reform rhetoric. Similar to
the hare and the tortoise they always came in too late to influence the
rapidly evolving unification process. The attempt to successfully bring
about an independent reform process was too much for the officials of
the East German metalworkers union. The majority of workers called
for integration in West German society so that they would never even
have to contend with the feared difficulties likely to go hand in hand
with self-transformation. The sheer aura of the West German alterna-
tive to burdensome and uncertain self-transformation, not to mention
the material resources underpinning it, was so strong that after the
demise of the Soviet »security guarantee« there was no realistic ba-
sis for such a transformation. The work of the existing BG leaderships
during the transitional period was characterised by pragmatism, there
being little trust in the capabilities of the higher level union apparatus.
Indicators of the lack of trust among workplace actors with regard to
those further up the union hierarchy include the diminishing honesty
with regard to union dues and the unenthusiastic participation in IG
Metall/GDR’s transformation efforts.

When assessing what came to pass, however, it should not be for-
gotten that the union apparatus also represented a substantial ob-
stacle. Among leading officials there was little confidence in the way
ahead and thus no consensus. The tensions between new and old
committee secretaries were one thing; the other was that the major-
ity of new actors found it difficult to adapt to the rapidly changing
circumstances. Charismatic leaders were lacking who had sufficient
trust among the grassroots and the necessary authority to be able to
encounter West German trade union officials on an equal footing. On
top of that there was the financial crisis of the central executive com-
mittee, which also limited the capabilities of the trade union leader-
ship. If the transformation from a planned to a market economy had
not also been embedded in the political process of unification the
East German trade union officials would probably have been able to
restructure their organisation on their own terms and without a fixed
model. Accession in accordance with Art. 23 of the Basic Law and
the tremendous time pressure ultimately limited their role to that of
»liquidator«.
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Industrial Relations in East Germany

From a Worker-oriented Wage Policy to Counter
Migration to the West to a Capital-oriented Incentive
Policy to Encourage Migration to the East

Wolfgang Schroeder

1. Introduction

The East German transformation process from a planned to a market
economy took place primarily by way of the accession of the German
Democratic Republic (GDR) to the Federal Republic of Germany. With
the amalgamation of two extremely different national economies the
political actors concerned were faced with a challenge unprecedent-
ed in the post-War period. This concerns not only its quantitative and
qualitative dimensions, but also the rapid succession with which prob-
lems arose. Under enormous time pressure answers had to be found
to mass unemployment, deindustrialisation, institutional collapse and
the fundamental transformation of living and working conditions, as
well as political culture. The decisive impulses came initially from the
Federal government, which at the outset of transformation chose to
renounce, in contrast with the usual practices of the »semi-sovereign
state« (Katzenstein 1987), a policy of close consultation with the par-
liamentary opposition and intermediary organisations. Their participa-
tion only came back into play after the government had clarified the
main pillars of the foreign policy coordination process. In accordance
with the structure of the German political system the transformation
occurred in the context of the multi-level federal and sectoral system,
which meant that during the initial period there was a high level of
common interests between the actors. This also applies to the relations
between IG Metall and the employers’ organisations in the metal indus-
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try, which as a result of their negotiation policy as it were installed and
made use of an »elevator« with which the East German population was
to be raised successively to the level of its West German counterpart.

If one compares the interim results of the transformation process in
the former COMECON countries what is most striking is the fact that
the level of real income in eastern Germany is significantly above that
in all other COMECON states and certainly above that achieved under
the old regime.! The comparatively high living standards in the Federal
Republic already constituted a central point of reference for the East
German population when the countries were still divided. During the
period of the »peaceful revolution«, indeed, this was sometimes the key
driving force for rapid accession, due to which it makes sense to talk of
a consumer revolution. Because the West German actors also oriented
their strategies to this preference the convergence of the East German
population’s living standards with those of West Germany became one
of the main determining factors for the direction of the transformation
process. In the decision in favour of a contractually binding link to West
German income levels certain elements of GDR social policy - such as
the decoupling of income, performance and productivity - were kept in
place and even the so-called shock therapy was somewhat ameliorated.
It also has to be taken into account that the dramatic collapse in employ-
ment was buffered by means of extensive labour market policy measures
and social transfers. Of key importance for the dynamic of social unifica-
tion was the collective desire for rapid convergence with West German
living standards, which became both catalyst and indicator of the trans-
formation process. To the extent that the prospect of rapid income con-
vergence became a core legitimising element of »unification policy« the
significance of welfare state and intermediary organisations of distri-
butional policy temporarily rose above the level seen in West Germany.

Table 1 shows the process of wage convergence based on collective
bargaining. In the first three years after reunification the wage level of
full-time employees in eastern Germany rose from around 45 per cent
of the western German level to around two-thirds. From 1996 or so,
however, this dynamic catch-up became bogged down.

1 Cf. Wiesenthal (1999: 61/42) »Also, there had never before been a similarly ambitious at-
tempt to sustainably raise the real income of a population of 16 million people in the space
of a few years by 50 per cent or more.«



Industrial Relations in East Germany 409

Table 1: Wage Development from 1991 to 1996, East-West Comparison (€)

oo | (RO west | g | Wedsieilnhecost ompure
1991 1832 1987 924 46.5
1992 2003 2108 1213 57.54
1993 2103 2188 1425 65.12
1994 2185 2269 1537 67.74
1995 2281 2358 1652 70.06
1996 2344 2418 1769 73.16

Note: Figures present the average gross monthly wage of full-time employees in euros.
Source: Statistisches Bundesamt 2016; author’s presentation.

The most important influences on the political course of events and
the actors concerned arose from the dual legacy - east and west - of
corporate attitudes and behaviour, state transformation policy and the
organisational structures and strategies of the relevant interest-repre-
senting organisations. In this way the construction and development
of industrial relations in eastern Germany were caught up not only
in the social conflicts of interest of labour and capital, but also in the
charged relationship between western and eastern Germany and thus
also between exogenous governance and endogenous forces. In the
transitional period of winter 1989 and spring 1990 it briefly appeared
that forces within the GDR would themselves take responsibility for
the upgrading and reconstruction of its own intermediary institutions,
while the initially surprised and irritated western German associa-
tions would provide only conceptual and logistic help, without putting
a question mark against the management capabilities of the eastern
German side. In the trade union domain there was evidently onerous
contention between the western German IG Metall and IG Metall/
GDR. With the proclamation of the currency union and the preference
for the accession model the aegis passed to the western side.? For em-

2 For more details, see the contribution by Schroeder on the FDGB and its craft union IG Metall
in this volume.
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ployers” associations and IG Metall various organisational strategies
arose from this. On the employers’ side although the eastern German
officials were formally confirmed, in reality a paternalistic teacher/
pupil relationship was established for an indeterminate period, as a
result of which decision-making competence with regard to collective
bargaining passed to the western German organisations (Hoffmann
1997). While the eastern German employers’ organisations were inte-
grated IG Metall/GDR had to disband. Its top leadership was replaced
by a set of western German officials, who were supposed to direct the
reconstruction process in terms of western German guidance and ex-
perience. The level of trade union organisation presented in Figure 1,
which depicts the east-west comparison on the basis of ALBUS data,
indicates a parallel with the fall in this level of organisation subse-
quent to a wage rise, which amounts to a convergence between east
and west. Later on the east appeared to be a pioneer for de-unionisa-
tion throughout Germany.

To the responsible western German officials of interest-repre-
senting organisations on both sides of the industrial-relations divide
what was needed was a stability-oriented institutional transfer aimed
at preventing negative repercussions for the western German status
quo. The consensus between IG Metall and the employers’ associations
was neither to undertake changes with regard to the instruments of
the original western German state of affairs, nor to borrow anything
from the original eastern German society; in other words, not to allow
any diversions that took account of the particular conditions of the
transformation phase. Both associations were able to bring on board
the bulk of the potential membership and to establish the norms of
regional industry-wide collective agreements as rules. In the initial
phase, from summer 1990 to the adoption of the graduated collective
agreement in 1991, a political collective bargaining policy prevailed
that provided the change of system with social peace and thus laid the
material basis for acceptance of a transparent convergence process.
At the same time, the emerging differentiation between working con-
ditions was being slowed down and embedded in the structures of the
western collective bargaining system. The eastern enlargement of the
German industrial relations system corresponded to a collective bar-
gaining homology that had found its most important material form of
agreement in the graduated collective agreement signed in 1991. Thus
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Figure 1: Trade Union Density in Germany, East-West Comparison
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just as previously all important areas of accession had been defined by
the government by contract, henceforth also the process of material
convergence came to be regulated contractually for a longer period
of time. Given the incipient reunification crisis this approach was wel-
comed by all those concerned and the political sphere as a positive
signal that the unification process had been successful, migration was
stemmed and convergence measures defined, with a clear prospect of
rapid integration of the eastern German economy, so to speak as the
light at the end of the tunnel.?

Upon this situationally positive reception, which can be considered
a successful orchestration, there followed, after a certain delay, pro-
found criticism from the business sector, political parties and public
opinion of the exogenous management that concentrated on the struc-
ture and level of the phased collective agreements, as well as on the role

3 Cf. Barbier, Der Stufenplan, in: Frankfurter Allgemeine Zeitung 2.3.1991: »With the phased
plan the collective bargaining parties are trying to cross a narrow bridge. The planned in-
crease in the wages laid down in collective agreements harbours an incentive for potential
investors to reach agreement quickly: whoever invests right away can benefit from the wage
differential.«
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of the trade unions in the Treuhand complex.* Even if Lehmbruch’s ret-
rospective evaluation of the phased collective agreement® »as the last
important manifestation of the tradition of corporatist strategy in la-
bour relations« (Lehmbruch 1998: 18) is somewhat exaggerated, this col-
lective agreement undoubtedly represented a significant break in east-
ern German development. Looking back, this without doubt brought
the emphatic unification and construction phase to a close.

With the conflation of the unification and location crisis® (1992/1993)
the collective bargaining parties and their policies came under pub-
lic fire, as a result of which, in particular, the membership retention
of employer organisations came under strain and ultimately was dra-
matically weakened. This led in spring 1993 to a first dramatic conflict
situation between the two sides of industry. It began with the extraordi-
nary termination of the phased collective agreement by the employers
and reached its peak with the first major widespread strike in eastern
Germany since the end of the GDR, which sought to defend the exist-
ing collective agreement. Although both collective bargaining parties,
despite fears to the contrary, proved their willingness both to engage
in conflict and to compromise there was no consolidation of industrial
relations, despite the contractually agreed introduction of the hardship
clause’ and the extension of the convergence plan. On the contrary, af-
ter the strike and the end of the Treuhand period there began a phase of
permanent uncertainty and minor conflicts between the collective bar-
gaining parties, as a result of fundamental differences of interest and
strategy. This also includes the attempt of the employers’ organisations

4  The Treuhandanstalt (Trust Agency) founded in March 1990 had the task of privatising the
assets of GDR companies. East Germany'’s large industrial combines were split up and sold.
As a result of these interventions eastern Germany suffered far-reaching deindustrialisation
and mass unemployment.

5 The deployment of the phased collective agreement was supposed to bring about a gradual
change in working conditions, as a result of which wage and productivity levels in eastern
Germany were to converge with those in western Germany. The political aim was to per-
suade the eastern German workforce to remain in their jobs and not to migrate to western
Germany.

6  Thisrefersto the crisis of the pan-German model and its regulatory conditions between 1993
and 1996, in which various crisis phenomena of the years before 1990 find expression. It is
not the same as the eastern German crisis.

7  With the hardship clause a mechanism of conditional deviation was implemented that was
supposed to prevent the imposition of too much strain on weaker companies due to high
wage costs. It is an opening clause for vulnerable companies, giving them the possibility to
undercut existing wage and salary agreements.
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to establish »trade union pluralism« in the five new Ldnder by means
of the Christian trade union in order to weaken IG Metall’s represent-
ative monopoly. Although the Christian trade union could hardly boast
a sufficient membership base and organisational strength® to enable it
to act independently in collective bargaining the agreements it reached
with the employers’ organisations did achieve considerable public res-
onance. Besides the employers” organisations and the Christian trade
unions individual companies - for example, Jenoptik (Schleef 1997) -
exerted pressure for the recalibration of the established pattern-setting
collective agreement, against IG Metall’s wishes. The employers’ strat-
egies benefitted from mass unemployment (Vogel 1999), consolidated
company »alliances for flexibilisation« (Mense-Petermann 1996) and 1G
Metall’s inability to assert itself on the symbolic field of regional politics
either in the media or in collective bargaining.

Although, to begin with, IG Metall and the metal industry employ-
ers’ organisations had a common interest oriented towards both the
stabilisation of the status quo in Germany as a whole and cushioning
the transformation shock, in the ensuing years this changed into an
opposition in some regions, which left limited room for cooperation.
While IG Metall wanted to make progress with the process of wage
adjustment the employers’ organisations insisted on a fundamental re-
vision of the basis on which collective bargaining was conducted. This
reflected not only the altered political framework, but also far-reaching
shifts in corporate structures (predominance of small companies®) and,
as a result, the membership base of employers’ organisations. While ini-
tially the employers were able to implement an externally directed pol-
icy oriented towards a logic of influence, from 1992 an endogenous set
of problems dominated the calculus of employer-organisation actions.
The loss of significance of the logic of influence was based primari-
ly on the government’s lack of interest in continuing with unification
corporatism and instead supporting deregulation of the western Ger-
man model of industrial relations. The employers’ organisations thus
set about breaking away from western German guidelines and adjust-

8 A trade union’s organisational strength is a key condition of its ability to assert itself in
collective bargaining. It is measured, first, by its level of trade union organisation in general
and, second, by its ability to mobilise its members.

9 In 1991 the average number of employees at an eastern German metal company was 384; by
1998 this had fallen to 87.
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ment parameters and preferred a more strongly contextual collective
bargaining policy, tailored to companies’ specific wage policy condi-
tions and more far-reaching flexibility needs. This proactive policy with
regard to IG Metall was nevertheless not able to halt the withdrawal
of small and medium-sized companies from the employers” organisa-
tions, an exodus that remains at a high level. By contrast, although IG
Metall was not confronted with a similar loss of members, it did face
the problem that a large proportion of its members were oriented pri-
marily towards enterprise-level compromise structures. Consequently,
a proactive trade union mobilisation for the sake of a wage adjustment
policy across the board was scarcely possible. The lack of willingness
to participate can be traced back to attitudes that made sense in East
German society, and which were rather confirmed than changed by the
exogenous transformation. Although similar behaviour was observable
in western Germany, there it did not have a comparably »paralysing«
effect on organisations. In 1996 100 per cent formal wage adjustment
was achieved between eastern and western nominal wages in the metal
and electro industries. However, this was over a longer working week -
38 instead of 35 weekly working hours - and without further additional
wage components or capitalisation-based provisions. Because coverage
had fallen so much, however, only some employees were able to benefit
from this development.

After the stabilisation-oriented initial period of exogenous institu-
tional transfer, in which the two collective bargaining parties operated
as transfer and buffer institutions, a process of erosion set in, charac-
terised by a pluralisation of arenas of action and collective bargain-
ing provisions. Thus collective agreements developed into framework
standards from which many companies deviated, with or without the
support of the collective bargaining parties. Consequently, from the
mid-1990s the collective bargaining parties concerned primarily with
the downstream balancing of new company flexibilisation patterns. The
change of tasks and strategies that went along with that was compelled
by the normative force of the actual. It set learning processes in motion
whose unintended consequence was that the gap between reality in the
firm and the sectoral norm grew wider. At the same time, the practice
of the collective bargaining actors contributed to their having to put up
with a significant loss of their ability to enter into commitments. The
employers’ organisations thus by means of the flexibilisation of associ-
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ation membership'® and the pluralisation of remuneration and working
time realities deliberately minimised the obstacles facing deviations
from the norm, which also undermined their own norm-setting author-
ity. By contrast, the dilemma of IG Metall lay in its company collective
agreement policy. By accepting special conditions for a given company
below the norm of the pattern-setting collective agreement IG Metall
can boost the willingness of the relevant workforce to participate in
collective bargaining and thus strengthen - mainly - the organisational
affiliation of its members in such companies. At the same time, howev-
er, in this way it creates lower collective bargaining reference values,
which other firms are all too eager to refer to in their own negotiations.
As a result, IG Metall in turn becomes open to collective bargaining
blackmail. In such conflicts, in which the logics of membership and in-
fluence stand counter to one another, cost-benefit analysis and damage
limitation usually form the basis for proceeding. If in such a case the
differentiation and flexibilisation process takes place as a decentrali-
sation process controlled or backed by employees” and employers’ or-
ganisations this also means that zones deprived of rights and one-sided
uncontrolled burdens on employees are avoided in order to prevent a
downward spiral that would otherwise be difficult to regulate.

The switch from an exceptional social policy situation of stabili-
ty-oriented institutional transfer towards a flexibility-oriented com-
pany modernisation was accompanied by a diminishingly exogenous
governance policy and an increasingly endogenous dynamic of its own.
The industrial relations actors in eastern Germany were able to develop
their own profile based on considerable experience by means of collec-
tive bargaining rounds, the revision strike, the routinisation of organi-
sational policy and rapid-motion collective learning. And all this, after
ten years, without getting beyond the state of precarious consolidation.
With the change in the balance of power, the enormous increase in in-
house company solutions and the major difficulties involved in anchor-
ing a consensual strategy between the collective bargaining parties no
basis for trust developed within and between the industrial relations
organisations for a transparent and broadly recognised inter-company

10 Employers’ organisations enable first memberships with and without collective bargaining
coverage and second more flexible opportunities for joining or leaving employers’ organisa-
tions in order to prevent the structural dissatisfaction of its own members.
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mode of negotiation. On the contrary, industrial relations in the eastern
German metal industry were characterised by turbulence and confu-
sion, because of which the influence of company actors can be consid-
ered very high and the ability of industrial relations organisations to
make commitments very low.

2. Transfer Programme: No Blunder, But the
Unintended, Stability-oriented Price of Unity

In evaluating industrial relations in eastern Germany contrasting posi-
tions confront one another: the pessimists feared that in eastern Ger-
many a long-term deviant trend had set in in relation to western Ger-
many, which at the same time could result in a permanent weakening of
the western German model. As Archimedean point the proponents of
the erosion thesis identified the specific form of transfer programming
(Ettl and Wiesenthal 1994). Some referred primarily to the initial efforts
in relation to collective bargaining, while others pointed to the deal-
ings with the eastern German actors and the representation gap that
developed out of that (Mahnkopf 1991). In contrast, optimists put into
perspective the long-term burdens arising from the initial measures
implemented and pointed to the robustness and flexibility of the west-
ern German model (Turner 1998). I interpret the course taken as a sta-
bility-oriented, complexity-reducing power strategy on the part of the
western German actors, which corresponded to the security-oriented
expectations in both parts of Germany. Although the unintended con-
sequences imposed considerable costs and burdens on the actors in-
volved, they were perfectly manageable compared with the significance
of this once-in-a-century event. They have not led to any fundamental
change in the German model, but to its reinforcement in modified form.

As far as the motives for and consequences of action are concerned
a number of prominent authors have formulated the thesis that the deci-
sion in favour of a rapid wage adjustment was in the long-term interests
of the western German actors due to the removal of low-wage compe-
tition. This calculation, imputed to the collective bargaining parties in
the course of the initial efforts with regard to collective bargaining, is
thus brought into an intentional relationship with deindustrialisation
and mass unemployment. Particularly effective and apposite in this con-
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nection is the criticism by economists Gerlinde and Hans-Werner Sinn
(1991: 150): »The collective agreements for eastern Germany amount to
an employment ban in one part of the country. Only those can engage
in economic activity who can do it under western conditions. From 1995
production will be possible only with the technology of one of the most
productive economies on earth and at its wage levels.« The justification
offered by the collective bargaining parties for the »high wage, high tech
strategy« - that the idea was »not to give investors false signals when
choosing their technologies« and thus to bring about high productivity
and to halt labour migration to the west (Sinn und Sinn 1991: 151ff) - was
evaluated by the Sinns as a paternalistic strategy, with massive efficiency
problems, which would burden the state and tax payers. Thus to a cer-
tain extent the main blame for the rapid decline in employment was put
on the collective bargaining parties. Furthermore, a kind of conspiracy
theory about the long-term strategy of western German »cartel broth-
ers« was blamed, aimed at fending off eastern German competition.

Ettl and Wiesenthal’s (1994: 4306) organisation policy-oriented ac-
tor-theoretical reconstruction of the launch period of collective bar-
gaining is similarly to the point. They start out from a »structural rep-
resentation deficit« on the part of the employers, as a consequence of
which a policy oriented towards »conflict avoidance« and the preven-
tion of low wage competition was implemented. The lack of »preven-
tive handling of arising problems« is the result of »egoistic ignorance«
(ibid.: 437). Ettl and Wiesenthal also come to the conclusion that there
were also negative outcomes of the initial phase of collective bargain-
ing on the level of employment, volume of investment and level of par-
ticipation.

While both explanatory approaches have different emphases with
regard to the rapid falling into line with western actors’ interests, von
Fiirstenberg starts with the »endgame rationale« thesis in relation to
the interests of the eastern German actors in the end-phase of the GDR.
Given the deep economic crisis, the obvious overstaffing and the unem-
ployment to be expected within the framework of the German welfare
state the main purpose of the eastern German actors in the first half
of 1990 was to drive up wages rapidly in order, later on, to receive the
highest possible compensation from the Federal Labour Office (Bun-
desanstalt fiir Arbeit). Fiirstenberg also sees here the main reason for
the different course of labour market development in eastern Germany
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and the former COMECON neighbour countries: »If East German pol-
iticians, managers and workers had taken advantage of the prospect of
unification to maximise the wage bill just before the regime’s end, the
West German receivers would have been handed an extra adjustment
problem to contend with that could not have arisen in post-communist
Poland and Hungary« (Fiirstenberg 1995: 299).

These explanatory approaches refer only to individual, particular
calculuses of action; they do not constitute an explanation of the whole,
however, because they assume that the strategic goals of individual
groups were identical with the outcome of the process. Although it is
conceivable that the intended goals of particular interests arose as the
unintended consequence of a comprehensive complex negotiation pro-
cess, it is inadequate to start out only from the goals. In such cases,
however, no causation can be established to take account of the causes
and dynamics of a process. Ultimately, economic and political action
does not occur in some abstract realm, but embedded in a complex in-
stitutional context. That applies in particular to the transfer of institu-
tions, which was shaped by a complex politically overstrained mixture
of party-political, economic and associational interests. All actors here
had to proceed with inadequate information on the current situation,
but especially with regard to the normative dimension of collective ac-
tion. Without the normative dimension, however, it cannot be explained
why the overwhelming majority of members and substantial portions
of the public held that the collective actors in the unification process
acted in good faith, going beyond particular interests. While in Sinn
and Sinn’s analysis the institutional, political and normative framework
was largely neglected, Ettl and Wiesenthal ignore the power-political,
processual negotiation dimension as the basis of action among repre-
sentative associations.

A different perspective on the initial programme arises if one con-
siders the unrealised alternatives for the rapid transfer of western Ger-
man collective bargaining structures. The thematisation of alternatives
and opportunities not taken offers us the possibility of reflecting upon
the advantages and disadvantages, costs and consequences of different
decisions. Alternative structural options for collective bargaining in-
cluded, first, more protracted transitional arrangements on the basis of
a GDR-specific collective agreement on wages and salaries and, second,
the development of a collective agreement on wages and salaries with
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new provisions on classification and remuneration principles. While a
slow transition from the GDR collective bargaining system to that of the
Federal Republic did not figure in the public debate, the desire for im-
manent reform of the system did strike a chord within the trade unions.
In Saxony, the collective bargaining parties had reached a consensus in
autumn 1990 about striking out on this path together. Instead of a new
remuneration framework agreement the separation into blue-collar and
white-collar workers was transferred to eastern Germany. Although
this separation was no longer in line with the qualification and perfor-
mance requirements of the new world of work, it did meet white-collar
workers’ »need for catch-up demarcation«, namely to establish a differ-
ence between blue- and white-collar workers that did not exist in the
former GDR (Mahnkopf 1991: 289).

Why was the opportunity of change not taken to adapt the collec-
tive bargaining system to conditions in western Germany that had al-
ready changed in the 1980s? What role did the now prominent interpre-
tations of the abovementioned authors - concerning the self-interest
of individual groups or an eastern German representation gap - play
in all this? This is based on the assumption that such a complex and
intractable decision-making situation, such as the initial period after
unification, scarcely allows for a clear-cut attribution of cause and ef-
fect. Nevertheless, the following factors influencing the initial period
can be determined, with reference to the safety-oriented behaviour of
the collective actors:

o There was enormous time pressure, which meant that the transfor-
mation process was improvised.

o There was no consensus among the western German peak organi-
sations about the direction of restructuring at the substantive and
structural levels because there was no joint analysis of the short-
comings of industrial relations in western Germany.

o It also has to be taken into consideration that neither of the collec-
tive bargaining parties felt that the plausibility deficits of the west-
ern German collective bargaining system were sufficiently critical
to consider a transformation of its own instruments and rules to be
the top priority.
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In effect, this meant that the collective bargaining parties regarded
themselves as overwhelmed by the breakdown of the system. The re-
proach of »colonialisation« (Brie 1994) is closely linked to the question
of overstrain. A large number of eastern German employers - but also
some employees - later considered the transfer of the western model as
»colonialisation« or as a process of imposition. Related to the criticism
of imposition was the reference to the lack of participation of eastern
German actors in the conceptual launch programme. However, actors
were lacking - such as competent trade unionists or employers - who
were recognised by the other side as on an equal footing. Nevertheless,
the reproach of colonialisation served as a sounding board under the
circumstances of unification for the works council movement in 1992,
the Justice Committee and the many other activities, such as the Revi-
sion Strike in 1993 (Kédtler and Hertle 1997). Also important in this was
the eastern German identity in the sense of wanting more recognition
and participation. Even today this is sometimes dismissed as » Ostalgie«
(nostalgia for the good old days of East Germany). Both the employ-
ers’ associations and IG Metall referred to this perception in pursuit of
their own organisational interests. Thus the employers made reference
to the special situation in eastern Germany to justify not only their de-
mand for a specific eastern German collective bargaining policy, but
also deviations from collective agreements at enterprise level. In con-
trast, IG Metall referred back to the specifically eastern German state
of mind when the employers tried to impose worse terms on eastern
German workers than those enjoyed by western employees (Hondrich
1993: 117f)."

3. Wage Level versus Shortage of Skilled Workers

Twenty five years after reunification wages laid down in collective
agreements have converged in almost all sectors; at the same time, real
percentage wage differences between eastern and western Germany

11 Hondrich (1993: 117) interprets the 1993 strike in this sense: »The rationality of the strike for
them lay not so much in the sphere of their interests as in their collective identity: they had
had enough of kowtowing and humiliation. In this way they showed western German em-
ployers, western German colleagues and themselves that they would not allow themselves
to be led like lambs to the slaughter.«
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with regard to all employees remain at the level of the mid-1990s. This
remains a reason - especially for young, well educated workers - to
turn their backs on their eastern German home and make for the west-
ern German labour market. Although a downward trend has been dis-
cernible in collective agreement coverage since the mid-1990s in both
eastern and western Germany, coverage in the east is much lower. In
2013 only 20 per cent of eastern German companies and 47 per cent
of eastern German employees were covered by a collective agreement
(sectoral and workplace agreements), while in western Germany the
figures were 33 per cent of companies and 60 per cent of employees
(Dahms 2014: 80f). Declining coverage has also been accompanied by
an increase in opening clauses in which companies deviate from stand-
ards laid down in collective agreements (for example, with regard to
working time, suspension of wage increases, cuts in or cessation of spe-
cial payments). Here, too, the small company structure is a key driver of
low collective agreement coverage. Interestingly, the low competence
of the social partners does not necessarily correspond to their percep-
tion as key labour market actors in the workforce: according to a survey
carried out by TNS Infratest at the behest of the labour ministry of the
state of Brandenburg, 93 per cent of those asked declared that cooper-
ation between the employers” associations and the trade unions in shap-
ing working conditions and remuneration is at the very least important.'?

Besides the falling coverage since the mid-1990s the adjustment rate
of average gross wages has scarcely changed, fluctuating between 77
and 80 per cent. Particularly alarming is the high proportion of low
wages in eastern Germany in comparison with western Germany.
While 36.5 per cent of dependent employees in eastern Germany work
in the low wage sector (hourly wage of less than two-thirds of the me-
dian), in the west of the country the figure is only 21.6 per cent (Kalina
and Weinkopf 2014: 3). This low wage policy comes at a price: low tax
revenues and social insurance contributions, burdensome social trans-
fers and weak domestic demand, which in turn affects employment
in downstream sectors, such as trade and crafts. For many years low
wages were prized as a competitive advantage of the eastern German
economy and used to woo investors: since the end of the 1990s average

12 Survey carried out by TNS Infratest on social partnership in Brandenburg, commissioned by
MASF, October 2012.
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unit wage costs in manufacturing in eastern Germany have been below
those in western Germany. In the eastern German Ldnder, however, it
has been recognised for quite some time that that this low wage image
is counterproductive in a period of looming skilled-worker shortages
with regard to efforts to retain and attract skilled workers, not to men-
tion highly qualified innovation specialists.

Demographic change and the abovementioned skills shortage that
goes hand in hand with it, as well as reductions in fiscal room to ma-
noeuvre with regard to state budgets represent a window of oppor-
tunity for implementing a new level of quality in work, fair wages and
cooperation with the goal of achieving equal decent working conditions
and living standards in east and west, as well as averting the renewed
danger of a brain drain towards the west. This positive climate of re-
form is already accompanied at the federal level by a renewed call on
the part of the social partners, who proved to be stable and reliable
partners in the global economic and financial crisis of 2008/2009 and
since then have experienced something of a renaissance. On top of that
there is a broad societal and increasingly also political acceptance of a
minimum wage policy, which now ranges across party-political lines,
encompassing Social Democrats, Greens and Die Linke, although of
course the parties’ particular solutions differ in detail.

It is striking that since around 2010 the eastern German Lénder -
with the exception of Saxony - have made an active effort to improve
the conditions of the social partners in relation to companies and the
general public. These activities have been conducted under the aegis
of the respective labour ministries. In cooperation with the employers’
associations and the trade unions a public policy favouring social part-
nership and general collective agreements is being pursued in the inter-
est of strengthening the relevant actors, though without infringing free
collective bargaining. This approach is backed by projects with ESF
(European Social Fund) funding, which are often used to boost social
partnership-oriented policies. In the awareness that activities on top
of institutionalised social partnership in eastern Germany are already
so much part of the landscape, the prospects of establishing a different
culture of social partnership are fairly distant.

A campaign conducted by the collective bargaining parties for de-
cent, secure employment in eastern Germany has thus been taken up
in the meantime by the regional governments of the eastern German
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Table 2: »Joint Declarations by the Social Partners« in the Ldnder
Land Ministry UL o.f Actors Date
declaration
Brandenburg MASF (Labour Joint declaration Ministry, DGB, IGM, 31.05.2011
and social affairs) on strengthening IG BAU, NGG, IGBCE,
social partnership Unternehmerverbande
Berlin-Brandenburg (UVB)
(Berlin-Brandenburg
business associations)
Thuringia MWAT (Economy, | Joint declara- Ministry + individual as- 24.02. 2010
labour and tion within the sociations: Metal, con-
technology) framework of struction, chemicals,
»Concerted food and beverages
Action in
Thuringia 2010«
Saxony-Anhalt | MWA (Economy Joint declaration Ministry + individual as- 21.10.2010
and labour) on strengthening sociations: Metal, con-
collective bargain- struction, chemicals,
ing partnership food and beverages
Mecklenburg- | MP and MWAT Joint declaration Ministry + individual as- 11.05.2011
Western (Tourism) on strengthening sociations: Metal, con-
Pomerania collective bargain- struction, chemicals,
ing partnership food and beverages
Berlin SenAlF Joint declaration Ministry, DGB, UVB 22.05.2013
on strengthen-
ing social part-
nership in Berlin

Source: Author’s interviews in eastern German ministries of labour and the economy.

Léinder. The fact is that the challenges are too multi-layered and complex
for any one actor to cope with. Rather a multi-dimensional approach is
required, linking labour and wage policy, but also education and integra-
tion policy and family and care policy. An important first step comprises
the joint declarations of eastern German Land governments, trade un-
ions and employers” associations. By this means, the relevant challenges
and exigencies are identified and an appeal is made to strengthen the
organisational level of trade unions and employers” associations and to
expand workplace interest representation. These joint political initia-
tives, oriented to the long term, can also be backed up at Land level by
means of public procurement laws. In this way at least minimum thresh-
olds can be drawn with regard to public procurement, in particular for
remuneration and at least a plausible renunciation of the »low wage im-
age« of the eastern German Léinder can be actively ensured.
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Such a collective bargaining offensive can soon hit the buffers, how-
ever, if, despite the positive framework conditions and high level of ac-
ceptance among the workforce, the collective bargaining parties are
unable to overcome their structural membership weakness. Although
this path via the social partners is not necessarily obsolete alternative
ways should be tried that make it possible under these conditions to
cultivate an attractive employment landscape in eastern Germany.

Such an alternative path could be found in the establishment of
chambers of labour. Such a counterpart to the chambers of commerce
on the employee side as bodies under the aegis of public law have exist-
ed in Austria, Bremen and Saarland since the 1920s or 1950s. A chamber
of labour offers the previously only inadequately organised workforce
the opportunity to ensure low-threshold access to advisory services -
especially initial consultation in legal and social matters - and further
training and thus to confer some security and direction on the world of
work. Nevertheless or precisely because the core tasks of the trade un-
ions - free collective bargaining, legal advice - would not be affected the
social partner offensive of the eastern German Léinder could in this way
obtain institutional support and a long-term boost through cooperation.

A new culture of labour is possible as the key to a consistent further
development of eastern Germany. Ultimately, such a culture must leave
behind the principle of any kind of work at any price. Forming the ba-
sis of such a new culture, besides the positive location factors already
mentioned, from infrastructure to human capital, can be the fact that
eastern German society is still defined by the heavy emphasis put on
labour as a factor of production in the socialist GDR.

4. Eastern Germany: From Temporary Main Stage to
Structural Side Stage of the German Model

After a brief empirical excursion into eastern German collective bargain-
ing and counter-strategies in the eastern German Lénder, to conclude we
would like to insert the developments presented here once again in the
structures of the German model of labour relations. The incorporation
of the former GDR in the western German model took place through ac-
cession to the Federal Republic. In the context of a comparatively radical
transformation, which can be characterised as only semi-shock therapy
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due to the massive state intervention and transfer payments, the outcome
in the five new Ldnder was deindustrialisation, mass unemployment, un-
equal wealth distribution and the dominant influence of western German
companies. Comparison with the transformation processes in other cen-
tral and eastern European countries shows that similar results - albeit
considerably protracted - were also achieved by more gradual strategies."
With the merger of two national economies with profoundly different
levels of performance a crowding-out process set in that shrank eastern
Germany’s industrial base to a rump. Eastern Germany has not become a
kind of »Mezzogiorno« (southern Italy and Sicily), however, as some had
feared. The eastern German electrical and metal industry has consolidat-
ed at a low level since 1996 and is now well established in the value chains
of western German companies as a dependent, but definitely dynamic
regional economy. An important characteristic of the eastern German
dependent economy, in which around 8 per cent (2014) of all employees in
the German metal industry work, is the small number of large enterprises
(around 50 enterprises with more than 500 employees), which - at the
same time - mainly operate along the lines of the so-called »extended
workbench« model; in other words, they rarely take care of all important
functions of the value creation process. The economy’s dependency is
particularly evident if one bears in mind that only three of the large met-
al enterprises have their headquarters in eastern Germany. Because the
majority of small enterprises operate as regionally oriented niche pro-
ducers an export orientation as an economically constitutive element of
the German model has to date been somewhat weaker in the five new
Linder than in western Germany, although it has been rising strongly.
While the export rate in the old federal Lédnder stands at 44.4 per cent,
the metal industry in the new Léinder stands at only 26.5 per cent.

The eastern German metal industry can today be regarded as a rel-
atively consolidated industrial landscape, economically. Although unit
wage costs, as well as revenue and return on sales have converged on
the western German level in the majority of companies, this has not yet
exercised a sufficiently calming influence on the viability of the dual

13 Cf. Wiesenthal (1999: 61): »Not only did eastern Germany’s industrial production shrink in
the same proportion as in Poland, Hungary and the Czech Republic, but the recovery in the
volume of industrial production took place at the same rate as in countries that had not
experienced anything comparable to economic and monetary union and had not been the
recipients of extensive financial assistance.«
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system of industrial relations. Instead, under conditions of mass unem-
ployment the paternalistic communitarian GDR legacy and the effects
of the externally governed transformation process have merged to form
an amalgam favouring conservation of company isolation strategies in
contrast to policy options pushed forwarded by collective bodies? The
key strategic actors in this process are the eastern German managers.
They seem to have been able to interpret the corporate context as a
community of fate which will be able to counter the threats from the
global market only if they jointly stand up for the future of the com-
pany and don't let outsiders prescribe what social standards they have
to provide in the market. The basis of these corporate »alliances of
flexibilisation«, which are undoubtedly open to interventions by the
collective bargaining parties that they regard as positive, consists of
the joint cultural and political origin and the priority given to main-
taining one’s own workplaces (Weinert 1999)." Even if person-centred
networks in small companies are more significant than in large ones,
this factor is found there, too. The fixation on the culturally and the
personally grounded competitive community, however, cannot hide the
fact that even in eastern Germany there is now a broad range of cor-
porate constellations, Decisive, however, is the fact that the profile of
corporate behaviour outlined in this chapter is predominant in relation
to the eastern German metal industry. The difference in comparison
with western Germany, where similar flexibilisation alliances are to be
found, consists in the fact that there the personalisation of this political
pattern is less pronounced and formal procedures and institution enjoy
greater acceptance.

What are the specific characteristics of industrial relations in the
five new Lénder? This question is usually answered by reference to the
frequency of breaches of collective agreements, a reluctance on the
part of businesses to join associations, an unwillingness to be active
participants on the part of association members and a proactive em-
ployer organisation strategy which also developed in western Germany

14 On this point one might mention a trenchant assessment by Rainer Weinert (1999: 45): »man-
agers and works councils tend to have known one another for several decades and there is
usually a feeling of unity and friendliness. They survived the collapse of the GDR and the pre-
carious stages of the privatisation phase. The common political and cultural roots in the GDR
are regarded as a decisive competitive advantage in this perspective because expected cuts
and curtailed benefits are taking place on the basis of this collective bond, the characteristics
of which are »honourcand >openness«.
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from the mid-1990s and gradually caught on in terms of a far-reaching
flexibilisation of business association memberships.

Given the inadequate integration capacity of employers’ associations
with regard to small businesses a bifurcation of these associations de-
veloped in accordance with company size, which certainly serves as a
model for Germany. Because the adaptation process had been blocked
since the mid-1990s eastern German companies have enjoyed a consid-
erable wage cost advantage in relation to western German ones and the
employers’ associations have sought to prolong it. All attempts to make
the »golden age« of collective bargaining - the period between the 1950s
and the 1980s - the benchmark for evaluating developments in eastern
Germany eventually turn into futile accounts of decline. There can be no
return to the »golden age« because things have changed entirely since the
late 1970s. A »realistic« interpretation first of all requires that one distin-
guish between the core of the German model and its variable elements
and susceptibility to change. The core of the German model of industrial
relations comprises organisations with substantial memberships that im-
plement inter-company sectoral distribution policy through conflict and
cooperation. From this perspective two dimensions in particular appear
precarious with regard to the eastern German situation: first, the lack
of members of the employers” associations and second, the lack of bind-
ing force of the regional collective agreement. If we take, with regard to
membership, the particular small business-oriented industrial landscape,
on one hand, and the markedly high membership among larger compa-
nies the problem of a lack of members appears less serious, although not
entirely groundless. More difficult to judge are the changes with regard
to the regional collective agreement: in the »golden age« the collective
agreement was declared, as an indispensable regulatory requirement, the
definitive minimum norm without the option of deviation and was also
treated as such by most companies. Since then, deviation has been in-
creasing, also by means of opening clauses, which were devised by the
collective bargaining parties themselves. In this sense the regional col-
lective agreement has developed into more of a general framework whose
shaping depends on the political balance of power and the specific eco-
nomic circumstances. It follows from this line of reasoning that the core
of the German model is not affected when the viability of individual ele-
ments is weakened. From the perspective of path-dependent development
it is decisive that the capacity for cooperative regulatory practice exists
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in the multi-level sectoral system and the associations shape this process
in a negotiation process based on a division of labour with the company
actors. In this they are able to take their bearings from a central reference
instrument that shapes the working conditions of most workers.

In the longer term, the unification process appears to have been a brief
interruption. The policy of the »middle way«' was readjusted, but contin-
ued, even though some factors do not function in the five new Ldnder as
they do in western Germany. The eastern German situation is character-
ised by the fact that there are simultaneously destabilising (low level of
organisation and low collective bargaining coverage) and stabilising phe-
nomena (especially state actors). But the overall picture is positive, despite
all the disjunctions and contradictions, not only because of integration
across Germany as a whole, but also because important political forces
in the five new Ldnder operate in the direction of stabilising integration.
Here I assume that complete convergence between western and east-
ern German standards and habits cannot be achieved overnight. On the
contrary, eastern German development provides proof that in the future
there will be more regional deviations and differences between centre and
periphery within the framework of the German model, without renounc-
ing integration in a common institutional context. The start phase of the
transformation process was supposed to help prevent mass emigration to
western Germany, and eastern Germany was not supposed to be identi-
fied as a low wage country from the very outset. It was not really possible
to achieve either. In any case, in the early years after the transition this
led to a slowing down of the restructuring of industrial relations. Since
then the restructuring process has picked up speed, in the course of which
the core elements of the German model have survived, though modified.
In this respect the role of eastern German industrial relations has been
comparable to that of the eastern German economy: in both instances
we are dealing with dependent regional factors that, although dynamic in
character and thus able to set their own priorities, are unable to shape the
core of the German model sustainably by their own efforts.

15 The policy of the »middle way« characterised the activities of the Federal Republic and its
policy outcomes with regard to economic and social policy as distinguished from other dem-
ocratic states in the period from 1949 to 1989. In practice this middle way is expressed by
various policy responses: first, the priority given to price stability, second the striving for eco-
nomic efficiency alongside a strong welfare state, third the passing on of many public tasks
to societal institutions and fourth the acceptance of a relatively high ratio of government
spending to GNP to finance an interventionist state oriented towards transfers.
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So Who's Transforming Whom?

Frank Haoffer

1. Introduction

A quarter of a century after the fall of the Berlin Wall, most of the trade
unions in Central and Eastern Europe and the successor states to the
Soviet Union are by and large incapable of mobilizing, let alone strik-
ing. The transformation of the former State unions has to be viewed
either as incomplete or as a failure, and the mass protest and strikes
of the 1980s and early 1990s did not bring forth any new unions with
strong memberships. Given the extremely difficult context, only a few
small self-sufficient trade unions have emerged - and then only thanks
to the tireless efforts of a handful of activists.

In the meantime, most of the post-Soviet trade union apparatuses
have affiliated to the Global Union Federations and the International
Trade Union Confederation (ITUC). The former State unions still have
40 million members (ITUC 2014), but they have contributed scarcely
any ideas or impulses to the renewal of the international trade union
movement. Rather, they are helping to bring about a structurally con-
servative depoliticization. The affiliation of regime-supporting unions
from authoritarian successor states, plus the dialogue with the Chinese
State unions, has led to rather muted criticism of violations of funda-
mental labour rights in these countries. This raises questions about the
international trade union movement’s own conception of itself - and
about the credibility of international trade union campaigns for work-
ers’ basic rights.

So far, the hope that cooperation and affiliation to global trade
union organizations would change State administrative agencies
into living trade unions has not been fulfilled. So the conclusion has
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to be that movements cannot be created just by transforming appa-
ratuses. Rather, they emerge from efforts to deal with new circum-
stances.

2. Looking Back

After the liberating collapse of the Soviet power bloc, a whirlwind of
privatization, freedom of opinion, freedom to publish and travel, con-
sumer glitz, workplace closures, mass unemployment and dynamic
oligarchical enrichment swept through the grey world of Soviet stag-
nation. Overnight, homo sovieticus was released from State-imposed
communitarization and pseudo-social mass organizations.

The Soviet system was based on the actual fragmentation and for-
mal socialization of the populace. Empty declarations filled the public
arena, while real life was confined to the private world of family and
friends. There was no room for civil society involvement. Independent
associations, citizens’ initiatives, parties, cooperatives, or even just
tenants’ associations, local community groups or parents” associations
were not allowed, due to their potentially subversive nature. Social
self-organization beyond the immediate circle of family and friends was
not part of people’s day-to-day experience.

The transformation swept away not only the system of Soviet rule
but also its alter ego - the opposition niche culture and the constant
backroom conversations that served as embryonic networks of social
resistance. This was partly due to a lack of practical determination,
but it was also because the new possibilities for advancement and eco-
nomic success diverted people’s attention to business. So to a large
extent, no core organizing structures were on hand to convert the up-
surge of mass protests and strikes into civil society engagement and
organization.

Once the collectivist facade had crumbled, all that remained was
loners fending for themselves in the new market maelstrom. Instead of
subjection to an authoritarian State, the structural violence of the mar-
ket became the new normality.

The absence of social self-organization permitted a shock transfor-
mation, which aimed at an ideal »perfect« market and ended up as oli-
garchical capitalism. »Structural adjustments«, ushering in mass pau-
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perization and unbridled enrichment, were introduced by technocratic
reformers without encountering any significant resistance, as the frag-
mented populace was largely helpless to act.

3. Learning from the West Means Learning to Win

The transformation debate of the 1990s implicitly assumed that, giv-
en a few radical measures, Soviet-type societies would rapidly change
into western capitalist democracies with the institutions to match. Un-
like the utopian bolshevist experiment of the early 20" century, the
»social engineering« applied by the post-Soviet shock therapists was
utopia-free. Everyone knew where they wanted to get to, and even the
»how« was rarely an issue - by and large, the radical market recipes
were the ones to use.

Supporters of rapid system change thought of transformation, or at
least »sold« transformation, as the transition from an unnatural planned
economy to a natural market economy. If the profit motive were given a
free rein, they argued, then rapid enrichment would soon, out of function-
al necessity, be followed by the institutional fabric of a regulated market
economy. The market would turn today’s robbers and speculators into
tomorrow’s entrepreneurs and innovators. Market competition would
lead to economic dynamism and performance-based fair distribution.

Weary of bumbling State planners, people were quite prepared to be-
lieve that, after a harsh transitional phase, everyone would soon be living
like they do in the West. Moreover, social democrats and trade unions
tried to put across the idea that welfarist class compromises and insti-
tutional social partnership are part and parcel of modern market econ-
omies. The fact that a socially bearable market economy is not an evolu-
tionary matter of course, that it has to be re-won time and again through
political dispute and social struggles, was often left out of the narrative.

4. Western European Welfare Capitalism -
a Shifting Transformation Target

Yet it was precisely the trade union and social democratic advisers from
the West who often ignored, or simply did not notice, how far the col-
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lapse of the non-capitalist counter-model was also changing the fun-
damentals and the nature of the target model itself. Social democratic
capitalism along continental European lines, which was being put for-
ward as an alternative to neoliberalism, did in fact itself come under
ideological, institutional and economic pressure back home, not least
due to the failure of the global counterpower. This was particularly true
of that central pillar of social democratic hegemony, the trade unions.
In English-speaking countries, unions had been subjected to strong at-
tacks even before 1989, but after the fall of the Berlin Wall, they became
a focus of criticism everywhere as an alleged barrier to the creation of
competitive, flexible labour markets. Just when the »market economy
without adjectives« (Vaclav Klaus) was being introduced in the East,
trade unions in the West were also losing influence and impact.

5. »Socialism« without Socialists

The implosion of the Soviet systems in Eastern Europe made it clear
that, contrary to state propaganda, convinced socialists were a rarity in
those countries and that, while formal State-run trade unions did exist,
there was no organized labour movement. The mass protests, demon-
strations and strikes against the »dictatorship of the proletariat« did
not give birth to any ideas of social justice, nor to new strong civil soci-
ety institutions. The fast collapse of the moribund systems gave the pro-
testers hardly any time to transform the spontaneous mass mobilisation
into organisational and institutional power. The State unions remained,
in this period, mostly bereft of ideas and said nothing. Although these
big subordinate administrative and distributive structures did have
»trade union« in their names, they were at best about State welfare pro-
vision, often about authoritarian rule and never about the independent
representation of working people. Despite all the rhetorical propagan-
da tributes to the labour movement, behind the scenes those very val-
ues had been reduced to nothing. Even in terms of language, the canon
of trade union and socialist values had been discredited.

Having had quite enough of the planned economy’s constant short-
ages and the bureaucratic Party dictatorship, the protesting, militant
workers at the Lenin shipyard in Gdansk or in the Siberian coal mines
were themselves only too willing to go along with the liberal promises



So Who's Transforming Whom? 437

of market shock therapy. They were much less open to warnings from
western leftists about the negative sides of capitalism. Not least because
those western leftists often found it difficult to grasp that the market
euphoria of the eastern protests was part of a liberation process.

What with looking nostalgically back to a vanished totalitarian wel-
fare and surveillance state and euphorically hoping for market econo-
my liberation, there was little room for a new Left. The deep cultural
divide in East European societies between the critical intelligentsia and
the workers is another problem. Most of the rather few critical intellec-
tuals stood up for freedom, democracy and human rights. Social justice
and organized labour were not priorities for them. With the exception
of KOR in Poland, there were scarcely any alliances between left-wing
intellectuals and organized labour, of the kind that made a substantial
contribution to the success of the social democratic movements in the
West. The State unions were mostly irrelevant in the transformation
debates, while the protesting citizens and striking workers just wanted
to get rid of the old system and take up the western way of life.

Unlike the youth organizations, women'’s associations, friendship
clubs and communist parties, the State unions did not dissolve them-
selves, nor were they dissolved. In particular, wherever State enter-
prise and administrative structures were still to be found, albeit in a
watered-down form, the traditional trade union committee, with its
welfare and distribution functions, also remained part of workaday
life. The union apparatuses above the workplace level sometimes had
considerable wealth reserves and lived on as mainly apolitical, con-
flict-averse actors within relatively ineffective tripartite structures.
Collective agreements, where reached at all, were low on content. Help-
ing to reshape labour law was the main field in which their traditional
technical expertise could be combined with their new conception of
their role. However, because of widespread nihilistic attitudes to law
enforcement and the unions’ inability to mobilize for workers’ rights
on the ground, there was a wide gap between the law and reality. Union
discussions about labour law often seemed strangely remote from the
actual post-socialist conditions on the labour market.

Not just politically, the outlook for trade union renewal was dire.
Mass unemployment, the collapse of many traditional industries, and
inflationary wage devaluation, particularly in the public sector, meant
that the economic conditions were also unfavourable. Moreover, the
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dominance of canonized Marxism-Leninism had led to an intellectual
narrowing and the general lack of a theory basis for critiquing capital-
ism. Neoclassical market determinism proved to be an easily internal-
ized new spiritual home for those who were unused to thinking critical-
ly. Under the circumstances, it was only occasionally possible to swim
against the neoliberal tide and convince the anti-socialist workers that
a trade union movement would be useful. The main exceptions were
smallish, occupationally focussed groups of workers, such as pilots, air
traffic controllers, dockers and train drivers, who have a relatively high
degree of striking power, but also the mining sector with its dangerous
working conditions and consequently strong culture of togetherness
and solidarity.

6. Pragmatic Modernization of a Thought-free Apparatus

In principle, there were two options for western trade unions that none-
theless wanted to support union-building in Eastern Europe: either con-
solidate the mass protests and mass strikes and build up completely new
trade union organizations or else successfully reform the State unions.
Given the lack of political and ideological starting points for a progres-
sive labour movement, western unions’ counselling was for the most
part technical and pragmatic. This approach promoted a non-political
view of trade unionism, sidestepped ideological debates with the an-
ti-socialist working class and accommodated the State unions’ interest
in moving away from their image as the transmission belt of the Party.
Freed from Party control and, much to their own surprise, now inde-
pendent, the old trade union apparatuses aspired to the world of insti-
tutionalized social partnership. They rapidly turned into protagonists
of ILO-promoted tripartism and EU-style social dialogue. However, de-
void as they were of any real membership base, these new institutions
for the most part remained in administrative idling mode. The fact of
the matter is that institutional co-determination, collective bargaining,
health and safety and new organizing are not techniques that can be
applied in a vacuum. They require a counterpower built on trade union
identity, real membership, committed activists and political convictions.
During the transformation phase, there were heated debates about
which course was better - supporting the strike movement or reforming
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the trade union apparatus. But 25 years on, neither approach can be
seen as particularly successful. Even in Poland, but equally in Russia,
Ukraine, the Baltic States, Belarus, Bulgaria and the Czech Republic, no
strong trade unions emerged from the courageous and powerful pro-
tests and strikes. This is in marked contrast to countries such as Brazil,
South Africa, Spain and South Korea, which had liberated themselves
from capitalist dictatorships.

To this day, the new unions remain confined to a few sectors. In prac-
tice, they often meet resistance from authoritarian new entrepreneurs
or even from alliances of old managements and old workplace unions.
Regime change has had its day as a unifying motivation for mass strikes
and, due not least to the discredit that the Soviet regime brought upon
socialist ideas, it has not been possible to win over broad sections of la-
bour to the notion of free trade unions, although there are some excep-
tions to this in individual workplaces. In these difficult circumstances,
the successful consolidation of a few independent unions is a tribute to
a small number of courageous, tireless trade unionists. What remains of
the old trade union structures is having hardly any impact on the policy
debate in society. They are not a significant factor of social influence
or power, and they scarcely ever hold internal discussions about con-
tent renewal or sociopolitical ideas. In only a few cases, such as Geor-
gia and Bulgaria, have they seen a principled change of leadership. But
even with renewed, credible, reform-oriented leaders, it is still difficult
to substantially alter the old structures. A change of mentality within the
apparatus is the exception rather than the rule, and the members’ faith in
renewal can only be won step by step, by acting in a credible way.

In the post-Soviet successor dictatorships, meanwhile, the for-
mer State unions have become marginalized, subordinated structures
within the personalized dictatorships of Nazerbayeyv, Aliyev, Lukashen-
ko or Karimov - and, increasingly, Putin. Here, their new role is a
slimmed-down version of their old one. In such a context, any notion
that these structures might reform themselves is just wishful thinking.
In other countries that were more successful in transforming themselves
into capitalist democracies, the State unions had to contend with mas-
sive membership losses. In some countries, there are really no longer
any unions. And even where formal organizing rates have not fallen over
the cliff, the unions are scarcely capable of mobilizing, let alone striking.
The really surprising thing is the large discrepancy between their con-



440 Frank Hoffer

tinuing high level of formal membership and their real inability to act.

In Eastern Europe, a weakly regulated market economy has arisen
in which New Money, in symbiotic unity with neoliberal, oligarchical or
oligarchical-authoritarian governments, reigns over a mostly fragment-
ed workforce. These market economies do without any of the civilizing
clemency that used to be seen, wrongly, on this side of the Iron Curtain
as the normal functioning of modern market economies. Given the lack
of any formative leftist or trade union power, the longing for greater
justice and social security in these cold market economies is being in-
creasingly co-opted by an anti-liberal political Right.

The system change resulted in a specific market (dis)order that has
little in common with the welfarist and democratically contained West-
ern European capitalism of the outgoing 20™ century. Instead of coming
closer to the original transformation goal Eastern European countries
today amplify the international competitive pressure against the social
and labour rights achievements of the former target model.

7. Economic Transformation without
Changing the Political System

While the transition to capitalism was accompanied by a deep political
crisis in Eastern Europe, the transformation in China and Vietnam is
taking place under the control of communist parties. China has success-
fully established the fastest-growing capitalist economy in human histo-
ry. Unlike the East European transformation societies, the Chinese did
not heed the market-radical shock therapists. Instead, they opted for a
State-guided mercantilist strategy of industrial catch-up. And due to the
continuity of authoritarian rule, the trade union apparatuses are in this
case still functional pillars of the regime. The Chinese communist party’s
interest in a more effective, more modern role for the ACFTU, in order to
maintain the conditions of authoritarian rule, should not be misread as
the beginnings of a transition to genuine representation of workers’ in-
terests. There is no logical reason, no systemic functionalism and no em-
pirical evidence to suggest that, in China, either the Party or the ACFTU
is aiming at any such change as part of modernization. It may be that the
many strikes and protests are triggering such a change of function with-
in workplace-level trade union structures. But whether these individual,
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often successful strikes could form the core of self-organized trade un-
ionism is, for the time being, a matter of pure speculation. However, this
would then be a transformation from below, rather than a transformation
steered from above. It is certainly a historically unprecedented situation
that, under Soviet-type party rule, workers regularly go on strike without
either destabilizing the system or being gunned down.

For want of any alternative, due to the ACFTU’s monopoly of access,
and impressed by the sheer size of an organization with almost 300 mil-
lion members and 600,000 full-time officials, western trade unions are
increasingly relying on dialogue with the ACFTU as a way of contrib-
uting to what they hope will be a process of top-down reform. Just why
they are optimistic about such a change is not something that the sup-
porters of cooperation with the ACFTU are often prepared to explain.
In exchange for their willingness to dialogue, the Chinese partners im-
plicitly, and sometimes explicitly, expect western trade unions to steer
clear of public criticism and not to seek contact with spontaneous strike
movements and NGOs.

To sum up, the sobering fact is that in most societies undergoing
transformation, the State unions have not changed into effective auton-
omous trade unions. But neither did the protest and strikes of the 1990s
bring forth any new strong unions. The few new stirrings of a critical
Left in Eastern Europe are mostly taking place outside the trade unions
and are not permeating them. The unions have not been significant ac-
tors in the more recent social movements, such as the protests against
Putin’s re-election in 2012, Ukraine’s Maidan, the anti-corruption pro-
tests in Bulgaria and recently in Moldavia, or the Hungarian demon-
strations against the Internet tax. As the transformation process was
not a great success even under conditions of relative freedom, there
seems to be even less prospect of a transformation of the State unions
under continuing Party rule, such as in China or Vietnam.

8. Transformation Feedback

The bid to transform the State unions into trade unions that can mo-
bilize and achieve results has not been a success. No serious analysis
would dispute either that fact or the real weakness of the trade unions
in the region. What is more, the transformation debate is amazingly
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one-sided, as it has been looking only at how the East is turning into
the West. There is no discussion of any actual or potential feedback
from the integration of the mostly just administratively and formally
transformed trade union apparatuses into the western-dominated in-
ternational trade union movement.

During the 1990s, the international trade union movement set a
number of criteria for the affiliation of State unions, such as democratic
rulebooks, officers elected by secret ballot, formal independence from
the Party, the State and employers. The eastern unions accepted this
verification process. The internal modernizers found it meaningful,
while others went along with it, like it or not, as western recognition
was part of a survival strategy. In the meantime, not only the often nu-
merically small new trade unions but also many former State unions
have joined the Global Unions and there are quite intense dialogue re-
lationships with the ACFTU and the Vietnamese VGCL.

After formal affiliation, the international trade union organizations
no longer had any leverage to move the process of change forward by
making demands from outside. Formal affiliation was an important
milestone for both sides. The eastern unions gained international recog-
nition, while the international trade union organizations could claim 40
million additional members and a presence in the transformation coun-
tries. Behind this lies the expectation that, despite the current inade-
quacies, real trade unions are more likely to develop from the existing
structures than from any new social movements. But it is still an open
question whether future new protest movements will take ownership of
the old trade union structures and apparatuses, or if the grey structures
will instead tend to block the road to renewal of the trade union idea.

Within the international trade union movement and its affiliates,
there is virtually no discussion about whether accepting numerous un-
ions from the Soviet bloc into affiliation entails any risks and/or dan-
gers. While much has been written about how the merger between the
ICFTU and the small and in most countries insignificant WCL was such
a major step in reordering the international trade union movement,
there has been scarcely any debate about possible changes in the inter-
national trade union movement due to its salvaging 40 million trade un-
ion members from the wreckage of the bankrupt command economies.

Yet this question does need to be put, at a number of levels. First:
How does cooperation with State unions influence the international
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trade unions’ political identity? Second: Do the new members contrib-
ute to trade union renewal or greater international combat strength?
Third: What effects do the affiliation of and cooperation with (former)
State unions have on the credibility, political ability to act and inter-
nal democratic governance of the international trade union movement?

9. Worker Self-organizing -
the Core of Trade Union Identity

In 1949, the non-communist trade unions left the Soviet-dominated
World Federation of Trade Unions and founded the ICFTU. The free
trade unions, often social democratic and socialist-orientated, firmly
rejected the State trade union concept, and in the international arena of
the Cold War, they were both resolute defenders of trade union freedom
and anti-communists. In this tense situation, trade unions with dubious
democratic reputations were sometimes taken into affiliation, simply if
they were anti-communist enough. In particular, left-wing trade union-
ists within the free unions constantly criticized these double standards
motivated by anti-communism. Despite a number of dubious affiliates,
the ICFTU'’s core identity was the defence of trade union freedoms and
trade union independence from employers and governments.

Among other things, the free trade unions used the International La-
bour Organization (ILO) and its complaints mechanisms to oppose the
violation of workers’ rights under authoritarian regimes and to defend
basic labour rights. Particularly when such action was directed against
the repression of trade unions within the Soviet sphere of influence, it
was supported by western employers and governments. The support
given to Solidarno$¢ is no doubt the most prominent example of this.
Defending trade union rights as human rights was a major building
block of the international trade union movement’s identity.

10. Staying Credible

Since the end of the Cold War, all this has fundamentally changed, and
human rights relativism towards economically successful dictatorships
such as China is the order of the day for governments and investors
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alike. For trade unions, the central issue now is how to deal with glob-
ally operating multinational concerns and a globalization architecture
that is increasingly undermining State protective regulations. The
interest in cooperation with State unions is in no small measure due
to the desperate hope that it can somehow play a positive role in this
stand-off. A joint Labour 20 Group within the G20 process or BRICs
trade union consultations are practical expressions of this hope. So is
the belief that an ACFTU presence within western companies in China
could strengthen the position of trade unions in general. So far, few if
any concrete results from this cooperation can be recorded. And yet,
cooperation is practically impossible without simultaneously muting
criticism of these organizations and the human rights situation in these
countries. Such a policy is increasingly seen as the pragmatically cor-
rect one, but it comes at a price.

For example, the ITUC is conducting a visible, professional, aggres-
sive campaign against Qatar because it denies fundamental labour rights
to migrants. But it is more reserved in its criticism of increasingly author-
itarian developments in Russia or the repression of labour rights in Chi-
na. The Federation of Independent Trade Unions of Russia (FNPR) is the
ITUC’s biggest affiliate in membership terms and it no doubt substantial-
ly influences what the ITUC says about Russia. Since 2002, the ITUC has
not lodged one single complaint with the ILO about violations of labour
rights in China. In 2014, the ITUC recommended its affiliates to vote for
an ACFTU representative in the Workers” Group of the ILO Governing
Body. The outcome was that the representative of the ACFTU, the State
union of an authoritarian regime, gained the most votes from worker del-
egates and a seat on the executive of the UN organization whose central
mandate is the right to freedom of association and collective bargaining.
In 2015, the ITUC decided to accept the Kazakh unions into affiliation.
They are part of the authoritarian regime of Nursultan Nazarbayev. As-
sociate status was granted to the Uzbek unions, which are an integral
part of the even more repressive Karimov dictatorship.

Moral integrity and credibility are the greatest political capital that
trade unions possess. Muted criticism of powerful dictatorships is like-
ly to create doubts in the public mind about the seriousness of the un-
ions” human rights agenda. (Hoffer 2013)

The clear defence of basic trade union rights lies at the heart of the
unions’ own identity and mobilizing capacity. But if former State unions
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from authoritarian countries are affiliated, there is a danger that, to
keep things peaceful in-house, no clear, audible positions will be taken
on issues in those countries.

Little by little, the unions” own central conception of themselves as
autonomous self-organized groupings of workers is giving way to prag-
matic relativism, as many »brothers and sisters« are now affiliates or
cooperation partners despite their closeness to the State. The shaky
compromises of the Cold War era are serving to justify the even shakier
compromises of today.

11. Growing Structural Conservatism?

Beyond the fundamental issue of human rights, the affiliation of ossi-
fied trade union apparatuses brings with it the risk that structurally
conservative and non-political forces within the union internationals
will be reinforced. About a quarter of the ITUC’s members are from
former State trade unions. Not all of them are paid-up members, but
nobody could prevent the Russian FNPR, for instance, from becom-
ing the ITUC’s most powerful affiliate overnight if it voluntarily - or at
President Putin’s behest - decided to pay the full affiliation fees on its
declared membership of 20 million (FNPR 2015).

During the initial phase of the transformation, the former State un-
ions gratefully discovered that the international trade union movement
was prepared to accept them in spite of their past, and giving them the
benefit of the doubt for their willingness to change. Beyond that, they
had no international agenda. To western international trade unionists,
on the other hand, this quest for affiliation gave a feeling of organiza-
tional importance that they were not getting from any other part of the
world. These new affiliates remained weak in terms both of workplace
organization and of socioeconomic policies, and therefore tended to be
averse to disputes. These days, given their own weakness, they are glad
that social dialogue structures or other participation mechanisms exist,
even if, apart from giving the unions something to be in, they achieve
nothing. They contribute almost nothing to international campaigning
and mobilizing capacities.

In almost all countries, trade unions are suffering from their im-
age of representing workers of above-average age and failing to attract
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young workers from new structures. Union officials from the East tend
to further reinforce this image. They are often still a good fit for the grey
functionaries of yesteryear. Apart from a few individuals, these unions
embody, to a far more drastic extent than the western ones, the prob-
lems of internal ossification, poor outreach and dwindling membership.
Particularly in many successor states to the Soviet Union, they are an
integral part of authoritarian restoration regimes. In their present form,
many of these organizations do not help to strengthen the international
trade union movement. Indeed, the reverse may be true. The experience
of the Socialist International should at least give the international trade
union movement pause for thought. For decades on end, the SI allowed
in dubious parties, until one fine day they became the power base of
the secretariat - which then, through all the usual favours, proceeded
to ensure its own eternal re-election. The possibility can by no means
be excluded that the former State unions may, in future, become part
of an alliance of structurally conservative affiliates that would build a
majority for replacing the ITUC’s currently rather polarizing activist
stance with the quiet penchant of impactless functionaries for consen-
sual self-occupation and organizational routine. In which case, all of
our futures would be as desolate as the transformation unions.

12. Transformation Cannot Conjure Up Movements

Given the very modest success of trade union renewal, it has to be
asked whether the supposed acceleration of union-building through the
transformation of the existing apparatus has not hit a dead end. A trade
union is always a social movement. Without membership mobilization
and a nucleus of convinced activists, it can never deploy any power.
Even in systems of highly institutionalized social partnership, such as
in Germany and the Nordic countries, these are essential elements. All
the more so in the post-Soviet societies, with the type of roughneck en-
trepreneur they have brought forth over the past 25 years.

Building up trade unions is first and foremost a political challenge.
The organizational side comes second. In the transformation countries,
25 years on, both the Soviet legacy and the market radical euphoria
are fading. However, the growing desire for greater social justice is
currently being catered to mainly by right-wing populist parties. Not
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least because they are able to incorporate this discontent into a polit-
ical project based on national rhetoric. Similarly, a trade union move-
ment can increase its reach only if, beyond regulatory techniques such
as collective agreements, social dialogue and tripartism, it has a vision
for reshaping society and the workplace that appeals both to its own
members and to other social movements.

But this has no longer anything to do with transformation. Rather, it
is a question of survival, applying equally to both East and West. In this
respect, developments in Eastern and Western Europe give grounds for
cautious optimism. From Podemos to Maidan and from Syriza to Cor-
byn in the United Kingdom, there are protest movements that refuse
to see the status quo as an inevitable fate. The protests against cor-
ruption and nepotism in Moldavia, Bulgaria and Romania, cultural and
intellectual rallying points such as the Subversive Festival in Zagreb,
the joyously cerebral radicalism of people like Slavoj Zizek, the criti-
cal opposition to Viktor Orban, and local social movements in many
places (Pleyers and Sava 2015) are positive examples of new pathways
into social and trade union self-organization. At the workplace level,
particularly in large stabilized concerns, a new generation of workers
are less marked by Soviet experiences and are prepared to stand up for
their economic interests. Up to now, these new first flowerings of work-
place-level labour representation have usually been confined to indi-
vidual workplaces. And they often lack a trade union policy dimension,
which is essential for broader renewal. But they are certainly examples
of workforces getting active (Kohl 2008; OST 2009; Mrozowicki 2011).

In Eastern Europe, and indeed elsewhere, there is the worrying
rise of right-wing populism, but there are also, particularly among the
younger generation, dedicated people with the civil self-confidence,
critical curiosity and courage to get involved. These are still tender sap-
lings, but they have more appeal and potential than the grey transform-
ers of creeping doom.

13. In Conclusion
The bad news is that the hopes placed in a transformational short cut

on the long road to the building of self-governing workers’ organiza-
tions have not been fulfilled. The good news is that new approaches are
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emerging. But we may overlook them if our own view is institutionally
restricted to what we have already seen. If trade unions in both East
and West see new developments not as a worrying NGO-ization but
rather as a chance to understand a longing for social renewal - a desire
that has sprung from the most varied sources - then the unions them-
selves will also have a future. But those who go on hoping that Eastern
and Western yesterdays can somehow shape all our tomorrows will, as
Mikhail Sergeyevich Gorbachev put it, be »punished by life«.
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