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9. Privatisation in Russia: A Case Study.'

Elena Varshavskaya, Inna Donova and Simon Clarke

Plistmass is a closed joint-stock company which was formed on the
s lh of o former stale research ond production association, in the re i
ab b emerovo, Western Stheri, producing o range ol chemicals, plastics
AN pltic products and now employing just over 3000 poople. We will
weler 1o the enterprise throughout os Plastmoss.

Plistmiss wiss o ploneer of peresretka under the lendership o
Vyuchesliy lvanovich Komoroy. Kemiaeov i tradional Soviel suto-
Sk nperiment, style and sppeatince, but be disployed an early
sitient o radical reform of Ris enterprise, His motives were not
B, bt subsequent events woold rend 19 conficm the supposition Ul
Wk Commitiment wis oot 1o refarm us such, but g the taditional man-
gl wmibntion of making his mark by raising the public profile ol his
i e, However, he ligned himsel! firmly with the forces of demo-
Sl welomm from the very beéginning of perestroike, and become
Witer ol the democrtic block in the obfust sovie! in the lile | 9%0s,
Sihiting unsbecesstully for the chairof the soviet, and laer a member of
M vxeeutive “small sovier'. In the December 1993 election Komarov
S dne of the feading erganisers of Rissio's Cholee. He explalined that
B! long been committed to the rransfer w "econmmic methads of
Mhiageinent’, being o firm believer in “the fdew of devedaping mierial
M entives en the basis of the ownership of the labogrer in the proclucts
B0 0 e Db

Hie driving force of the reform was Vladimir Yu. Martoy, who wus
bioniht to the enterprise by Komarov in 1986 as chief cconomist, at that

e dorelatively low statos position, Bending twelve staff In two depart-
Wiy The appointment was unusual in thst Martov wias bolh very
PR oy 32 at the twe af bis appointment) and an acadenic, o -

i ol Agumbezyvan's Institute in Novosibirsk. Murtov's early work was
Wkt on the theme of parallel maragerial structures, which he
boheved led to overstaffing, duplication of effort and confusion of
S|ttt and this theme remadned it the centrepiece of his reform
ey Fhal strategy was designzd (o ereate & streamlined munagerial
B b o prngiples of l;.ZH“I-.‘;_EiI.l“I'_'." and devolution of rﬂ‘.i.ptjl'lhihl'lllf_'r_
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a radical break from the traditional principles of one-man managemern
embodied in the person of the General Dircctor Komarov.

Once Martov was in post he began to work patiently Lo create e
conditions for a radical reform of the enterprisc. oriented from 1988 (i
the transition to a market cconomy, Martov gradually built his pows
base, eventually becoming Deputy General Director for Economics willl
a status equal to that of the Chief Engineer. heading five departmenty
employing about 250 people. with a core of haif « dozen highly qualifi
specialists around him, all of whom knew at least one lorcign langua
and all of whom had the opportunity of study abroad.

Having established his core team, Martov’s strategy, actively su
ported by Komarov, was to (orestall conservative resistance by introdugs
ing a wide range of reforms piece by piece and al short notice, witholll
revealing his strategic designs The pace and [requency of innovatitiy
forestalled any attempt at concerted opposilion to what we call hi
‘administrative innovatory onslaught’ on the part of Martov’s opponenls
During the peried of radical reform in the enterprise, between 1990 il
1992, Komarov spent much of his time away on business trips in Russ|
and abroad. In his absence the Chief Engineer was formally in control ¢
the execution of policy within the enterprise, but in practice many de¢
sions were made by Marlov

The initial basis of the strategic alliance between Komarov and Ml
tov scems to have been their common desire to (rec the enterprise fram
ministerial control, albeit for different reasons. The 1987 Law on Sl
Enterprise (Association) included provision for an enterprise to lease |
assets, and many enterprises took advantage of this provision to subcuy
tract part of their work to co-operatives, However, a more radical posn
bility was the leasing of the entire enterprise from the state, a mok§
backed by Gerbachev at the Party Conference in June 1988, but onl
given a legal lormalisation in the Soviel Law on Arenda {Leasehold)
November 1989, which included the subsequent right ol the labour culy
lective (0 buy the enterprise outright. Martov’s study group immediate )
saw the possibilities of leasing as a route to privatisation, and began '
make their plans.

The process of privatisation

As soon as the Law on Arcnda was published, Martov and his el
began the process of transfer to a leasehold enterprise and cven to plik
the subsequent privatisation of the enterprise, In Martov’s words:
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e Ty amcluglead the possibility of buying the enterprise, b oo s
over unitigited thot anyhody woald actoally doic Bt we diciced g
e higed sach b righi i |l|i|:.l_ wehy shouldn' we exoreive o'

e problem with exercising their right was that the lhw provided s
chanism for aetaally doing (L Martay went 10 Moscow 1o talk to spe
Frilines im o the 'ﬂmlhll_‘:. where there wis o opposition 1o their plans
Wilve Plasimibss e been o permanent thorn in their flesh, Tailimg 1o fullfil
thet (lan year ufier year. However, they sl no pLisltive I'I_||I].|.Ijr_-:_ il TN

e el 1y b b fimd thieir own way forward teeoush o web of Fieas-
P ashsTrucon

Ihe enterprise was formally tansferred to leasehold on 23 Novem-
ey 1990 swith o right to by, o right which the manageTent pnmediately
wiod o eaererse, The imembers of the labour collective were siven indi-

Wial mamed shares i the legseliold conmpeny, dnd the ultimote deci-
won making body became the Leaseholders’ Council, answerable (o the
il Leseholders’ Mecting (which in practice wis more or less the
Libanr Collective Coundil (STK) renamed). The buy-oust wus tanially
e by taking ceedu from o credit bank (Plastimass did e have Qs
e pischet bank), which the managementconsidered o MKy course of
(NRERTT i L"\.'ll'll.lll.il.lll"'\- |:|!- "'\-|.|-I'Il ||.||.|_'|_'II;'|||'|I".' |'||'|| [1]] I||||_ o |||| rllllllil'\. |||_|r||
i fie year s 3 leasehold enterprise were more than enough 1o buy oul
e endeprise lock, stock and barrel,

it decision to privatise the enterprise wis formully 1aken e
il deaseholders" meening on 6 December 199, §i |l|1r.'.'.'j||_i: i period
dlensave propiganda withio the eoterprise through the plant rudio amd

pier did shop meetings m which mnmagemen! explamed (s plins
[ ||.. WOFKETS, [ Process which had smilirty precededd the transder o
banchall, Although Plasimass iy closed jeint-stock company, under s
Wbl shares con be sold outside the company with the permission of
e Flismil, at o price set by the Bownd

I issue of the principles of distribution of shares was o matler of
satie controversy. There was a strong lobby within Plastmass for an
skl dhspribation, or o distribution tnaceardance with tengih of service
A hese views tended 1o predominate in the shop meetings prior 1o the
wpnster o arenda. However. at the meeting of rh.: lobowr colléctive the
profeal ol e semor momagement group to disiibune shiares: i sceerd-
S Wi poy ws odopted, which implied o very uticqual distribution
ey diterentnlscin Favour of TTR ind managers lad already heen sig-
Aty mereased, and since the loner in general had considerbly
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shorter service than the ordinary workers. It alse implied a very snuilll
allocation to the pensioners of the enterprise, which was the source ul
considerable discontent.

Martov’s long-term goal was to ensure that “by fair means or foul the
controlling packet of shares, by which we mean 51 per cent, should
held by specialists such as the directorale, shop chiefs and heads |
departments’, with around 25-35 per cent of the shares in the hands o
the senior management team:

The company will be viable under one condition, if .. letus say, 2-3
per cent of the shareholders own 25-35 per cent of the shares .,
because these 2-3 per cent will take the real decisions, while the
owners of the 75 per cent can conuro!l them, so that these 2-3 per cent
do not live at the expense ol the rest

Workers could not understand the advantage of share ownership. whidh
was explained to them in terms of nebulous rights to control the enlgr
prise, with little if any mention of dividends, and they approached

whole affair with deep suspicion. In the first distribution of sha
around 30 per cent of the employees chose to lake cash in licu of shapgs
many of those who did buy shares only doing 5o on the grounds that “the
shop chiefs bought them, and they know what they are doing, so Wi
bought them too’. Those shares undistributed or returned were then helif
by the Board and were available for sale at the nominal price, which I
the end of 1992 was between one thirtieth and one sixtieth ol
claimed assel backing. Not surptistngly the bulk of the available sha
were bought up by the senior management group

Workers had little understanding of privatisation According to [
trade union president in June 1992;

All this was so new, beyond our experience. The workers asked ques-
tions like: Who neceds this? Why is this necessary? And they could
not work it oul, Bur after they had bheen given explunations they
stopped asking questions, ulthough people did not really know where
they were going, they took it on trust and they followed

As workers sold their shares back, and managenment bought them at (I
very low nominal price, there was soon a considerable concentration
share ownership. At the end of 1992 Komarov took out a bank loan ¢
scven million roubles, with which he purchased a large packet of sha

al their nominal price. By this stage the best estimale is that he held 1§
per cent of the shares, about 60 of his close associates held a further |
per cent, and around 400 other ITR held about 10 per cent, so that 35 g

il ol the shares were in the hands of management, as Martov had
plined. The remaining shares were held by about 2600 of the com-
Py s 3050 employees, most workers holding between one und four
inies. According to the head of the economic planning deparument, one
Wl those who had worked out the privatisetiom plan, when asked in
Poeemier 1992 1) there was o process of stratification among the shute-

halders:

oo thie peamt ol view Of the number: of shures beld, thire is o -
est ol strutthamtion, bul people ane ne) sty dwine of o ver How-
aver, there has altendy been one sharehobders” mocting, al- which
vilthiez wirs on the bissis of the nember ol shaes held, imd the differ-
ciives were steiking ~ some had one, some 10, some 20 votes But
Petpbe will Teel it much mwore acetely o the end of the Hmncial year
when we begin o pay dividends Thin i when people will sense
teally keenly than there is differentialiog

Itileed, the employees did soon come 1o sense that there was dilTerentia-

ton The comment of an electrical fitter from shop | was typical:
Pl fs st peivatisation bt prikbvaiizirse | ‘grobbing ] The 1T#
i prvatesed 1 all for themselves, Al the workiens leel| thal ey
ave Pevn decesveel. And then, when they iramsferred Trom arenda
[hey begon fo gve ool shores 10 e libour colleotive They did not
Sphim g thing 1w the workess, The workers all rom around angd
ksl cne mother: "Will you buy them?” “And you?' Bur whal oo
ey™ A i result somse bought o few, some Tonahin absalately pone

Viwd then the price ol the shares doubled and the dividends on them
ili\l].

Ifut by then it was too late — the shares had already come o be concen-
Wiled in the hands of a restricted circle of people.

Pl suprcime oy of Plistass s Tormally the Board of 4 people.
Rlich was origimil ly elected in December 1991, However, the Board is
vmlrolled by the core group of managers around the General Director,
whi is simultaneously Chairman of the Board, Only three Board mem-
e workers, although all three with o past ceputtion for independ-
o aetivisne, and twooane foremen, However, the Board [t5el] plawes i
Piely ssive rale, merely ratifying propesals presented o if Thus, For
einiphe, Board members only receive the papers when they aerive ot the
e ting o an the best of circumstances, o few hoors in advance, This.

i puitctice the enterprise continues to be run by the senior management
lewin
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First fruits of privatisation

AL first sight plastmass is a shining example of the benefits of privatis
non. its 1991 profits enabled it to pay off its debt the profits for |94
amounted to 2.8 billion roubles, which was barely dented by the pily
ment of a 100 per cent dividend Lo the shareholders. even allowing i
inflation this was a considerable return, and was morc than double |l
previous year's rale of profil over costs at 115 per cent, 1n the paymei
crisis in the summer of 1992, although plasimass shared in the geniip
shortage of cash and was overdrawn in the bank, it was one of the v
few enterprises in the region not to be entered on the card index of teg
nically insolvent enterprises. this put plastmass in a very strong matk
position because it was able to pay for its raw materials, a position rels
forced by the privileges enjoyed by private enterprises in the govenih
ment’s mutual debt settlement programme.

Workers, who were at least nominally the owners of Plastmss

shared in its initial prosperity. The average wage of the employees & [

Plastmass in 1991, the year ol leasehold, was almost twice the averi
wage in chemical enterprises in the oblast In October 1992 the averiie
wage had reached 2.3 times the industry average. In the social sphais
Plastmass appeared equally flourishing, with the enlerprise expanding s
housing construction programine.

The main reason for the initial results, as in most of the other enled:
prises which were pioneers of privatisation, was the advantage that Plan
tmass initially enjoyed of being able to escape from the straightjackel

fortune was compounded by the fact that Plastmass enjoyed an effect
monopoly in the supply of its main product lines (its only two compiuih
tors are situated in European Russia), which became in very short supjil
with the disintegration of the Soviet Union at the end of 1991, The ruui
agement decided to take ruthless advantage of the opportunity presentii
lo it, increasing the price of its principal product, press powder, friil
400 to 120,000 roubles a ton over 1992. The head of the planning-gc
nemic department, commenting on the results for 1992, gave rather
grandiose gloss on this good fortune:

If one assesses the results of our economic activity as a whole, they
have really turned oul rather well. We have worked profitably. We
have managed (o pay a 100 per cent dividend and (o begin 1993 with
a healthy residue 1o carry over — 800 million roubles of profits. Some
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people think that we were able to do this because we hiked up our
prices, but we think that it was for another reason, because at the
hepinning of 1992 we set off in the right divection. taking account of
the market situation, taking account of those laws which will govern
he development ol the economic life of society as a whole, of the
whole national economy and using those, so to speak, opportunities
which opened up for us and the legislation, and the concrete situation,
which developed in the country By these means we established an
ndequate safety factor ...

Jluwever, Plastimass management was not just sitiing Back and enjoying
the haits of prosperity. Martov and his team carried through a series of
tlical reform measures, particularly in the spheres of management
Wi iues, employment and pay.

Reorganisation and reform

I rcorganisation of management structures was carried out in accord-
iy e with Martov’s ideas about the elimination of parallelism and aboul
kullepial forms of management. Administrative departments were
merped and reorganised (the planning, wages and norming departments
weie merged and the chief engineer took over responsibility for science
stil lechnology as well), with new departments (trade, marketing) cre-
sl and some existing departments strengthened (legal, scientific-tech-
i ol infermation and management information). Production shops were
sinolpamated, eliminating duplication of functions, increasing flexibil-
0y, Lacilitating lay-offs, and reducing conflict between shops over such
buies as the distribution of scarce raw materials and maintenance and
fepan work In effect each of the new enlarged shops was a scparate fuc-
by, dedicated to a particular product line.

Minagement was in the hands of a group of nine highly cducated
$peciilists, who normally met weekly. The second tier of management
tompised the senior specialists and shop chiefs, who also met on a reg-
whi busis, and senior specialists frequently visited the shops to consult
wish shop specialists, and on all accounts day-to-day management was
ilvid on a collegial and consultative basis, with 4 well-integrated tcam
ol lose colleagues, all of whom had been selected by Martov,

In the area of employment, the strategy of managemenl from the
il was Lo reduce overstaffing, and this strategy appeared to be specluc-
ulmly successful according to the official figures. with employment
Ining reduced from 4,751 at the end of 1990 (0 3.959 at the end of 1991
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and 3,539 al the end of 1992, a cut ol 25 per cent in two years, the 19898
rate of lay-offs bcing maintained through 1993 (talling to 3,073 |

November, a twtal cut of 35 per cent). Such a scale of cuts was col .
pletely unprecedented in the city, where the majority of cnterprises ¢l
tinued to do all they could to hold onto their workers. According to'f
official figures these cuts were across the board, aflecting all categit i
of employees more or less equally.

The reduction in the labour force was, according to the senior i
agement, part of a package designed to increase productivity. The |:In|1li"
was explained by the new deputy director for economics in Decemnigl
1992:

The growth of the productivity of labour presupposes not only the
introduction of more productive equipment and technology. but also a
reduction in the number of superfluous people. But superfuous peo-
ple are all the same our people, Thus this is a painlul process, but a
necessary one, Il has already been going on lor one or lwo years and
we must make more reductions, each time selecting the best of the
best, to leave only the very besl, Because there is no other way.

However, even the radical management of Plastmass did not ident
increasing productivity with culting costs, the prime beneficiaries of {8
cuts being the workers who remained, the savings remaining within g
shop under the principles of financial develution. This minimised g
collective opposition to redundancies, although it gave rise 10 otk
grievances as it led to substantial differences in pay between shops,
shop 12, for example, there had already been substantial cuts on the i
tiative of the shop chicf belore privalisation, leaving no scope for furiimg
cuts, so that wages in shop 12 were the lowest in Plastmass

The procedure for identifying workers for redundancy hardly ¢
formed to the supposed principles of retaining only the best workd|
The economic-planning department defined the number of worke
required in each subdivision in accordance with the planned level of ji
duction. The shop chief was then responsible for drawing up a list gf¥
those to be laid-off on the basis of consultation with section heads, 1o
men, trade union officials and labour collectives. These decisions wi
based not only on work qualitics (qualifications, productivity, discipl
nary record), but also, as was repealedly stressed in interviews, i
social situation of the worker (family circumstances, family incung
housing situation) and, not least, loyalty to the administration
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Overall the process of employment reduction was achieved without
tuss conflict, The main feductions were made in a period in which other
witeiprises were not yet reducing staff, so there were plenty of jobs
aviilible elsewhere in the city. The fact that the administration provided
wiriining and redeployment, and did not simply throw people onto the
sivet, also helped to avert sharp confiicts, although a few people ook
e company to court since they had been transferred to lower-paid
wu k. Representatives of higher management were constantly visiting
Ihe shops to keep the situation under control, “stopping with the workers
fiiam 7 in the morning to 8 at night'. Nevertheless, conflict sitnations
wound redundancy did arise in the shops on three occasions at the lime
ul the tansfer to arenda although, according to the chief of the produc-
#ion lechnical departiment, the instigators of these conflicts were not the
worhers but the shop chiefs, who had their own interests to pursue The
ftade union president, far from representing the workers in these dis-
pited. olipmed crédit Tor extinguishing the conflicts which hod wrisen
fhere wore nisoseverol reports of sohotage of cquipnent

['he Plastmass management retained the traditional rhetorical identi-
hoation of the enterprise with the interests of its employees, and made
Mph wages the touchstone of its reform policies The substantial
Beicases 10 wages made possible by privatisation certainly eased the
it ol management in carrying through its reform programme. How-
e, the high wage policy was also connected with Martov’s determina-
liin to dismantle the traditional paternalistic apparatus of the enterprise,
l reduce or eliminate the wide range of benefits in kind provided to the
worhers, and to pay them the wages to enable them to buy whatever they
vhoose: The workers saw the reduction in benefits in an entirely negative
fight. not regarding higher wages as providing any compensation for
wlul they saw as an expression of a lack of management concern for
then basic welfare. Thus the attempt Lo eliminate the provision of bene-
fi provoked widespread unrest among the workers in the conditions of
vonlinued shortages in 1992, exacerbated by the cash crisis, and many
lncilitics were retained.

While many workers resented the dismantling of the paternalistic
appiatus as a violation of their traditional rights, higher wages defused
sppenition. However, the increase in their pay was not sufficient lo amel-
bonte the workers” discontent with what they regarded as a much more
senous alfront to their status, which was management’s policy to open
up vonsiderable pay differentials between workers and ITR, which
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changed from the traditional approximate parily to a ratio of 2.3 to tis
between 1990 and 1992. This policy was explicitly presented as recop
tion of the greater value of mental as opposcd to manual lubour, justili |
by the need to attract the best specialists to Plastmass. Far (rom reducil
over time, as management had hoped, Lthe workers” grievance at the d|
parity increased, particularly because with every pay increase the by
lute size of the differentials grew, According to local TV, Komamie
received 350,000 roubles in December 1992, about ten times the avermis
wage in the factory, with deparument chiefs earning about (our times tl__
average,

The principle of ‘payment for brains’ provoked sharply contrasitig
reactions from different groups of employees, One of the deputy dingd
tors said at the end of 1992:

We face the same conflict as under any socialism: Mister Working
Class cannot come to terms with the idea that the ITR should be paid
more. Although we consider that the system of payment in the past,
under which a loreman received 150 roubles and an operative 300,
meant that we lost lols of specialists, We have quite a lot of people
with higher education working in workers’ jobs

A chief of one of the shops justified the diffcrentials in terms that w
heard more than once:

Yes, there was a sharp increasce and a gap remains. But our decision

was as [ollows: the more (he workers receive, the more will the ITR

receive. that 1s we depend directly on the pay of the workers. We have

an interest in their pay being higher
The view of the workers was rather different. At the end of 1992 shopl
sent a petition, signed by 70 per cent of the shop. protesting at the size (f
differentials. Komarov and Martov came to a meeting in the shop, diif
defended the differentials on the grounds that the low level of techuil
ogy in the factory meant that the ITR were indispensable, to mainii
production and to introduce new methods, Martov told the workers L1l
they had been working with spades, when they should be working will
computers. The workers replied angrily that they were still working wille
spades:

In the shop we had a meeling. The deputy general director [or eco-

nomics came 1o il. We put the question to him; “Why is there such a

difference in puy between [TR and workers?’, and he answered thal

in Japan it was even moie, ten to filleen times.. . Why has he only
brought us the difference in pay Itom Japan? What abour the equip-
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nent, the technology? Have you seen how our loaders work” They

cany up to one ton of raw malerial on a thiee-wheeled barrow. And

they trundle this barrow over a ribbed metal floor. The rubber wheels

ol the barrow become square as a result of this. That is what pusses

for technology here! But the differences in pay arc completely Japa-

nese,
Workers” irritalion was also increased because they were stuck on piece
tiles, while the ITR were protected in earning a salary, losing only the
bonus part of their earnings when production is interrupted. The workers
waplain their grievances as being not so much at the high levels of pay of
{he I'TR as the lact that they do not earn their money. This is particularly
Me cise when production is at a standstill, for which the workers blame
e I'TR and managers, A machine operalor [rom shop 9 complained.

he supply of malterials is bad: at one time one thing is missing, at

another ime something clse, so we stand idle as a result, T myself

went on a business trip in 1991 to Angarsk for stirol — there was no

stirel I think that if they are paid for this, it means that they should

nlso work, so that people are supplied with all that they need.

Il last plank 1 the management platform was 4 major programme ol
ivestment and re-equipment, Allocation to the consumption fund was
alushed (from 20 per cent of profits in 1990 to 9 per cent in 1991 and just
over | per cent in 1992), partially compensated by an increased alloca-
flvn 1o the social development fund (12 per cent in 1990 and 9 per cent
Wi 1991, raised to 19 per cent in 1992), with almost half of the post-tax
polits being allocated to the fund for the development of production,
However. Lhe instability of production. the inabilily (o attract exteinal
jrivate or state funding, and growing financial difficulties meant that the
ambitious investment plans never got off the ground. Workers on the
siop Noor continued to struggle with antiquated and unreliable equip-
ment, while diversification was largely confined to the adaptation of
puisting equipment o the manufacture of new producls

From Prosperity to Crisis

Thi spectacular success of Plastmass was not to last. Despile the appar-
¢ntly very substantial cuts in employment, production fell more rapidly,
by 16 per cenl in 1991, by 30 per cent in 1992, and by a further 45 per
wint i 1993, The resull was that labour productivity, which lell margin-
slly in 1991, dropped by over 20 per cent in 1992 and by 42 per cent in
(IR
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There was a variety of reasons for the fall in production. There [l
already been some fall in 1990, which was a result of supply difficult|is
created by a serious fire at the principal supplier of the main raw il
rial of Plastmass. Supply difficulties increased through 1991 and the i
half of 1992, exacerbated by the reduction in military orders and the vl
lapse of the Soviet Union, and then by the debt crisis in the first half
1992, but the strong financial position of Plastmass enabled it to buy I¥
necessary supplies in the market and to limit the fall in productii
assisted by the diversification of production, Supply problems becaim
more acute from the middle of 1992, but the real problem was not sujiil
but sales,

Payments problems, particularly with Ukraine which had formeil
been an important market, and the gencral decline of production in Ritk:
sia were important factors, but by far the most important was the simil
fucl that Plastmass had priced itself out of the market

The problem of sales went from bad to worse through 1993 as ru
material prices, which comprise 50-70 per cent of costs, escalated. Pligs
tmass to all intents and purposes lost the European market, while (|
Asian market was too small to absorb Plastmass’s basic production.

In the absence of significant investment or reorganisation of prodii
tion the only way to reduce costs was to cut wages. Although averugh
pay in Plastmass remained well above thal in other chemical enterprisgs
in the city throughout 1992, the laltet were steadily caiching up as Plapl
mass management sought to hold off pay increases. By April 1993 thd
relative monelary advantage of Plastmass workers had disappeared, i
by November 1993 Plasimass workers were receiving substantially '|es
than those elsewhere, the average wage being 10 per cent below thal
comparable enterprises in the city, which provided significantly ma
nen-monetary benefits as well, Profits, meanwhile, alse came un
pressure, the rate of profit over prime costs falling from 115 per cent |}
1992 to 19 per cent in 1993, From November 1993 Plastmass fou
itself in the position of many other enterprises, of not having the mong
(o pay wages, and delays in the payment of wages of onc to two moni|
became frequent thercaflter, with workers receiving vouchers whil
could be exchanged in the company’ shops in place of cash,

1993 was, in the estimation of the Director, ‘not the most success|
tor Plastmass’. His deputy for economics was rather more categorical;
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1993 was a most difficult year for the firm. In 1993 we experienced
for ourselves the consequences of inflation, the full weight of non-
payment on the part of customers. We began o gel to know what
market competition and the struggle for customers is all about. Over
the past year, we have confronted the problem of the loss of the firm’s
taditiona! markets. Finally, we have learned for our own experience
what are monopolies, particularly natural ones, and what it 15 0 be
dictated 1o by them

Along with falling wages and cuts in staff came an inlensification of
lnbour, driven by the fear of losing one’s job, The comment of a shop
thict is typical of many:

You know, we are all forced to rush around all the time We have vir-
tatly no free time al work, no time (o stop for a chat, we are all hard
al work, We work No account is taken of the ume. We have practi-
cally no dinner. Well. if there is dinner we have it. But we do not sim-
ply allow ourselves to get weaker, because the work is always
mlense,

[his Tear of the loss of a job meant that the workers became much better
lisciplined, patticularly while wages were high in 1991-2. Thus the
munber of disciplinary violations officially reported fell from 402 in
991 1o 211 in 1992. Line managers are virtually unanimous that drunk-
paness at work and abscntecism have become extremely rare. cascs of
lnteness and leaving work early have been significantly reduced, as has
{he number of thefts from the workplace

This situation did not last long — by 1993 the reductions in numbers
bl reached their limit, and falling wages meant that labour turnover
wis increasing, with skilled workers in particular leaving for better paid
juby, The situation deteriorated further during 1994, with advertisements
for an increasing number of vacancies appearing regularly in the local
sy, the loss of the skilled workers who were the core of the labour
vollective disrupting production, with a reduction in quality and increase
I the length of the production cycle

One consequence of falling wages was growing conflict within the
v prise, with a succession of small strikes, However, although these
vanllicts harnessed the dissatisfaction and declining morale of the work-
iy, (he instigators seem in almost every case to have been not workers
but line managers, seeking to increase the pay of their workers in order
(i 1educe conflict within the shop and to strengthen the position of the
sliop o department within the enterprise as a whole. The only elfective
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independent worker activist, who had led a threatened strike in his shilf
in 1992, was co-opted by being elected (o the Board of Plastmass, il
result being that his fellow workers soon lost confidence in him,

The response of management to these conflicts was o mike pieg
mel congessions o the weorkers, ;|-,n,.-;|;|-|j;]1}1: monus [risymments or
increases which were rapidly eroded by inflation. These concessiu
were sufficient (o defuse active protest, although they did little to ruls

beginning to prevail on the shop floor. However, workers themse]w
were increasingly reluctant to risk dismissal by speaking out, and

continued in the traditional way to look to their line managers to rep
sent their interests

Finally, the long history of Plastmass’s battles for independene
against the local and regional administration has also left it politicall #
exposed, particularly as the local ‘liberal” and “conservative’ politicjh
forces had sunk their formerly irrcconcilable differences to establish
unified ruling bloc, so the Director could not look there for political i
financial support

The most dramatic impact of the deterioration in the economic s

tion of Plastimass, however, was not on the growing tension betwnﬂ_h:li

workers and managers. but in opening up confiict within the senior mu
agement leam, leading to a long drawn-out confrontation berwee
Komarov and Martoy which resulted in the reversal of the reform fhe
ess

Tensions and Changes in the Social Structure of the Enterprise

Martov’s management reforms entailed a fundamental change in statiis
relations within the enterprise. In the traditional Soviet enterprise |
core management ieam comprised the line managers (shop chiefs, neg
tion chiefs, foremen) under the chicf engineer, while the staff specialiy
(particularly economists, accountants, planners and personnel manag
ment but also technologists, norm-setters and so on) performed rouli
accounting and record-keeping functions, With Martov’s reforms the I i
ter spectalisms came to the fore and played a leading role in the formp
tion of management policy, their enhanced status being reflected in Ui
expanded size and functions of their departments and in the level of (h
pay- The line managers were by no means excluded from managemeis
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he chiefs of all the production shops having seats on the Board, but they
undoubtedly saw a relative decline in their status.

The ideology and practice of the senior management Lleam departed
It significant ways from the traditional paternalism of the Soviel era.
weithening the feedback which they received, so that they had little idea
al the reaction of workers, or even of line managers, Lo their innovations
Ininterviews senior managers and specialists showed little interest in the
i ol workers, being concemed only with their own vision ul the
prnnsiruchion of production and the optimmal organisaton of labour and
s pay. The chief engineer confessed:
o mwch less with- workers und, on ile whole. | cunnot spesk viery
confidently about the workers” mood, My sphere of contiscts 15 the
TR, but neverthebess § do things like thes: when T make new: pluns
ke yorne kind of new. mstullation, [Lis Interesting 1o pose the gues-
burn fir ask nvwsells will 1 be better Doy the workers, o sl ™ T ook
i the workees undoubtedly sccepl this, Becuuse evervthing it we
iy lends to the reduction of munnal laboor, the improseement of winck-
e concdilons,  auiemotion, mechariswlion ol tho ristegs, wlich
fickes 1 possible for us o remove the spade und allows us o push
Iintons, So how coold it e pereeived otfwerwise than as positive Jor
s system

Phe new deputy general director for economics ook a similar position:

Recently T have rarely associated with them. [ hardly mix with work-
o only when they comse shout pay, 1t is mueh moere difficuli for the
dhiels of shops 10 work: in this relationship, You see they deal with
many questions, An employee is on a completely different level And
then there is a mass of people who do not understand anything
Ashed who is included in the phrase *“We — the firm’, a catchphrase of
ihnnagement, she answered:

Nix months ago I would have said that ‘we’ is some kind of small
management team in the factory management. But now this includes
the shop chiels and shop ITR
Wuorkers were conspicuously absent from the formula, and none of the
nugers ever mentions the participation of workers in management
hecisions

I'mc divisions between line managers and slaff specialists were
hpely hidden during the ‘innovatory offensive’ of 1990-2, when the
alimasphere of constant and rapid change feft the majority of the workers
wilh the 1mpression that management was intervening in all aspects of
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the running of the enterprise, and the scale and pace of change left wotk
ers feeling that it was impossible to oppose any of the changes, Tl
IRCrese in munagerial authority, reifoieed by the combination of I i
offs and high wages, reconciled the line munagers to the changes ki
place within the management body.

The weakening of the economic and financial position of the enlifs
prise from the middle of 1992 and the falling wages and growing shuuil
ages of labour through 1993 and 1994 to some extent reversed this trefid
with some erosion of managerial authority and the opening of divisiiy
within the management team,

Despile high wages, levels of worker dissatisfaction werc high ¢ i
an early stage in the changes. However, there was little overt pris

since workers had an overwhelining sense of their own powerlessness il

the face of the fear of loss of pay, job transfer and redundancy and mn (

absence of any effective trade union or workers’ organisation (o jiied

them.

These factors gradually weakened through 1993 and 1994. From 1l

end of [992 the locus of the innovatory offensive shifled from the [l

duction shops to the scientific-research department so the sense
administrative pressure was eased on the majority of workers. Incre

tngly through 1993 the fear of workers was transformed from a fear )
losing a well-paid job to the fear of losing a job as such. a fear reinforcuy

by the memory of recent reductions However, even this fear was midis L

ated as redundancies came to an end and Plastmass faced a growi|
shortage of labour

The general mood in Plastmass became increasingly pessimistly
through 1993 and 1994 as management appeared less and less willing (i
able to do anything about the detertorating economic and financial poyye
tion of the enterprise. From late 1993 Komaroy appeared to be mo
tnterested in turthering his political career (becomimg acting President i}
one of the Russian social organisations, seeking nomination to the Fails
eral Dumm and establishing o regional organisition e Rassin's Cholgs
whose election candidates were nominated on thie basis ol the colection
of signatures through the Personnel Department of Plastmass) than
the prospects of his own enlerprise.
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I'osition of the Trade Union

e trade union in Plastmass docs not exist as an effective force, remain-

b e o the unretormed instunons within Plastmass and having been
ledived 1o "pucker” trade union @t an early stage in the neformms, During

P -2 the woion sbandoned o whole mnge of its getivities and s [¥ri-

nary groups withered away. The reforming management had no interest

W giving the tricde union ay effective role within the reform pricess,
it T the trade union officers themselves, us one of the workers put i,
I b abways mmore comfortable for them 1o =it il manugement’s pocket,

paltienlarly I thatis where they are used W sithing”

Mevertheless, the enterprise tride onion commitee is still T
s i relution 10 the Tunctions which remam 1o it although figuro-
tviely speaking "the brainsill ves, but the exremities are already cold!
[T remaining e union functiens are largely formal: patrticipation in
e redundancy  procedures, involvement in diselplinary procedures
Wk have become Ingeeasingly rare), provision of fmanclal help for
Wasne 10 need, dllocation of warkers' children W kindecgarens. Lntl
A the trcle woon was also responsible far the wllocmion of new
flising, but this- has pow been taken over by the enterprise's socil
dovElopeent depurtment, The stutus af the teade mrion is reflectod in e
Tt thar the resources ot ils disposal sre those of the enterprive, while i
e b secondary one of resolving minor problems and distributing in
i e aml proportion of sacil goocls

Uhelinary workers express. regret thar the profkom of the EleIprise
Wiw stopped distributing commodities. The majority of them cunnl
e concretely what the tude union does do, This question turms oul
Bt e e st diffealt for EVErVOIE 10 answer, Belone miutlering soeme-
it tnelistinetly, many kept silent, sighed deeply and thissghe hard, try-
e o remember semething. AL the level of the primary o, tride
wpion work bas stapped completely, To the question of whin she does s
e sl traicle union organiser one activist said frankly:

rulhing. Yoo understand, when everything colinpsed liere — the Pay

el all the rest, the calm here became terrble, nobody did anything

Fven the shop committes did mot work.

A the same time she noted the very important help rendered by the rep-
sweentative of the shop committee in conflict situations, although the
mailraclvice given by the latter to the workers was 10 bypass the union.
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Generally they defend us, the lads. They even teach us. Maybe lig
that reason we don’t fuss them: they suggest things to us illegally. Tl
administration refates to them as a devil may care. Therefore the trle
union organisers said to us, it is better for you, workers, to go youf
selves.

The covert support of the shop trade union activists for the workers
against the administration, as much as the participation of the shop
administration in negoliations with the factory administration, is an
important feature of the inlerrelations between various levels and
subdivisions of the organisation. But still most workers say things
like; “We ignore the trade union commillee.” *We do not have any-
thing to do with them.” ‘If it vanished tomorrow — we really would
not notice,’

The workers were not able to oppose the administration in the period uf .
radical reform because there was no organisation able to express the
interests. although there were workers who understood quite well Hi#
changes that were taking place, who understood that a few scatteeil
shares which workers buy are not enovgh for their real participation il
management, who realised the need to get the workers together and ¢
ate some kind of workers’ organisation. The number of such wiikirk
was small, Many of them, well-known people in Plastmass, had workid
at the enterprise for 20-30 years, and may in the past have been Kol
mol, trade union and Party grassrools activists. More recently they Il
tested their strength as leaders of local (shop) conflicts. They were 1
ones who were usually elected from the shop to represent the workers i}
negotiations with the administration. Such workers in intervick
expressed a unanimously negative view of the activity of the trade uniifh
and argued that it was necessary to create a new independent wirke(s'
organisation.

The most active and most respected leader had worked at Plastiiiuss
for thirty years, and had been a Party and trade union activist who in 1
old days was often taken to Moscow as a workers’ representative I
negotiations over resources, He became active in the democratic movis
ment, and in 1989 joined the City Workers® Committce as an activist i
the workers™ movement which emerged in the wake of the mineiy
strike. Al this period he collaborated politically with Kemarov, sponsi
ing Komarov as a candidate in the elections to the oblast soviet in |l
However, following privatsation he concentrated his activism withfif
Plastmass. He remained neutral in the conflict between Komarov ajl
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Maitov, opposing both, He had briefly tried to work through the trade
noion committee, but had soon become distllusioned:

Once I alse believed that one could change something in the (rade
union committee, correct something, support something But the
trade union commitiee _,, has never opposed the administration, As a
whole T have no hope [or the trade union committee because a single
lrade union cannot defend both the director and the workers. T am all
(he more inclined to the view (hat the trade union must be more inde-
pendent, more independent of the administration

A small group of these activists tried to create such an independent trade
unien, but their attempts were unsuccessful, the workers did not come to
their meeting, they did not seem ready for such & decisive siep. The
majority of workers were sceptical of these workers™ position:
People already live according to the principle: a boss comes, he
pushes us about.... They cannot understand that their own interests

are in their hands. And the improvement of their lives, all depends on
hem

Finally these initiatives were successfully neutralised by the administra-
fion, which arranged the election of the three principal leaders o the
Hourd. Once on the Board these leaders lost authorily since, as a small
inority, they could have no influence on the Board's decisions, but
were nevertheless identified with those decisions 1n the eyes of the work-
¢iv As one of the leaders said, ‘you cannot explain to everybody how
yolt voted at Board meetings’, He remained on the Board, but now
speneds his spare time fishing.

The workers have no regard for the trade union, but equally the
mnjerity have little conception of the need for a trade union, continuing
fu look to management to resolve their problems. The deterioration in
the position of Plastimass since 1992 has led (o a growing mood of pessi-
nsin among its employcees, and a sense of their inability to exert any
inliol over the course of events. This growing pessimism has led to a
turhed increase in levels of conflict within the enterprise, but these con-
flicts were expressed first and most dramatically not in a confrontation

belween workers and management, but within the management body
“'ll'“

I'hie Battle for Power: Komarov versus Martov

g the period of radical reform, Komarov had largely delegated the
iy lo-day management of Plastmass to Martov and his associalcs,
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while he was away on extended business trips al home and abroud,
While he had never opposed Martov’s schemes, he had never shown any
greal commilment to them either, being happy to give Martov his heml
while his reforms showed positive results. However. once Plastimiii
began to run inte ditficulties relations rapidly soured, and the Wi
became locked in a bitter struggle for contral of the enterprise.

The origins of the conflict between the two men are difficult to disely
tangle, since a clash of ambitions was inextricably bound up with ug
apparent clash of principle According to Martov the problems real]
began in July 1992, during the preparations for the first shareholdued®
meeting. Martov and his group planned to propose Martov to be Presi
dent of the Board, on the grounds that Komarov should not combine thial
post with his responsibilities as General Director of the factory, Tin 1/
event Martov did not allow his candidacy o go forward, because |
judged that he lacked sufficient support, and Komarov was elected unops
posed. On 1 November 1992 Martov resigned his post at Plastmays.
while remaining a member of the Board and conlinuing to discuss &
commeon programime with Komarov,

The fundamental issue of principle was that of the clash berweei?
Martov’s collegial system ol management, and Komarov's commitmen) .
to the perpetuation of the authoritarian system of one-man managemeill
According (o Martov, there was a secrel agreement within the group ol
senior managers that they would take bank credit through the enterprigg
to buy 20 million roubles worth of shares at their nominal wiilji
(amounting to 20 per cent of the issued shares). Since they planned 1%
recommend to the annual mecting in February that they should pay
100 per cent dividend, the loan would be repaid almost immediatel
Martov applied to the Board to buy shares to the value of 1.3 milligg
roubles, his allocation under the agreement. However, Komarov relurlli.‘ﬂ:
from a business trip in November, and unilateraily took a bank loan of B
million roubles with which he bought corresponding shares for his s
sonal benefit, without submitting this purchase to the Board fif
approval. When Martov heard of this on 20 November he took it ay i
declaration of war, and launched a struggle for control of Plastmijss
Martov complained to the Board, and confronted Komarov in persoll.
only o be told ‘I am the owner of this enterprise and [ will do what |
want’. Martov then proposed to the Board that Komarov should |
removed, but got no support. Instead his application to buy shares wis
refused on the grounds that he was no longer an employee ol Plastmuis
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With these rebutfs the struggle moved to the annual sharcholders’ meet-
g on 13 February 1993

In preparation for the shareholders’ meeting both Martov and
Komarov waged intensive campaigns. Martov, having left Plastmass,
now worked through his own company, Trast, which claimed at the time
(o be the Targest securities trading company and financial consultancy in
Kuzbass. At his own expense he hired loudspeaker vans and distributed
leuflels at the factory gates accusing Komarov of atlempling Lo seize
power for his own bencfit and by illegal méans, He also denounced
Komarov from the pages of the local newspaper, charging him with
nlocratism, of making idiotic decisions, of worsening the financial and
¢eonomic position of the enterprise, of persecuting highly qualified spe-
cialists for disagreeing with him, and of acting illegally. Komarov in turn
insued rebuttals through the lactory newspaper and over the. factory
idio, and denounced Martov for abusing his position,

Having been isolated from his own supporters in management, Mar-
lov formed a strategic alliance with his former opponents, those ‘popu-
ftst levellers” who had favoured an equal distribution of shares and
vontrol of the enterprise by the labour collective, establishing a Commit-
loe Tor the Democratic Reform of Plastmass at the end of January 1993,
whose programime was published in the local press. However, although
(he leader of this group, a former chief engineer of Plastmass, was popu-
L wmong the workers, the combined forces were not able to get the 10
per cent of votes needed to include their proposal to remove Komarov
[tom the Board onto the agenda of the shareholders’ meeting

‘The shareholders” meeting was to be held in the hall in which meet-
ings of the labour collective had been traditionally held, which had seat-
bg for @ maximum of 500 people, so that meetings could only be held
on u delegate basis, Komarov used the traditional method of selecting
delegates Lo persuade worker-sharcholders to give their proxies to ITR
aodd senior shop management, many of whom in turn transferred the
proxies o Komarov, with the result that, as emerged in the later court
poceedings, Komarov held 2,000 proxy votes in addition to those of his
insociates and his personal holding, whose legality Martov was contest-
my The first hour and a half of the ineeting was taken up with a series of
thullenges from Martov: challenging Komarov’s right to chair the meet-
iy accusing him of illegal purchase of shares financed by credit and
demanding the annulment of the purchase; charging that Komarov’s
sasociates 1n the meeting had not allowed those shareholders into the
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hall who had demanded the return of their proxies once they discovered
that the proxies would be assigned to Komarov. After a series of healed]
exchanges Martov and about half those present walked out of the mugs
ing, announcing that they would hold an alternative shareholders’ meeis
ing later in the month. In his absence Martov was denounced hy
Komarov and dismissed from the Board, on the grounds that he
longer worked at Plastmass. A series of other proposals of the Genetill
Director were overwhelmingly endorsed by those remaining, who helil
proxies for 78 per cent of the voting shares, and the meeting closed fols
lowing questions {rom the floor, most of which were complaints frofl
workers regarding their pay.

The situation in the enterprise following the meeting remained very
tense. In an attempt to restore his prestige among the worklare
Komarov visited all the main shops, talking to the assembled workery
for up to two hours, criticising Martov’s ‘mini-monetarism’ and makiij
extravagant promises to settle the workers’ principal grievances by
increasing wages, distributing shares to pensioners and guaranteeing ail
apartment to everyone on the waiting list within two years. Komaroy
also gave a long interview to explain his position on prime-time locyl
TV, rebutting claims that he was overpaid, denying that there had beei
major redundancies at Plasimass, stressing the high wages of the works
ers, and particularly the extensive housing programme and the policy ol
housing sales which benefited not only Plastmass employees but resis
dents of the city as a whole. At the same time, opponents of Komaroy
were transferred or sent on long business trips, threatened with dismissal
and loss of privileges. In May 1993 Martov’s two leading allies in tha
admmistration were sacked. The first was the deputy chief engineer, whii
had a reputation for independence and whom Martov had invited to head
the conflict with Komaroy, The second was the senior specialist of 1l
engineering centre, a man who had worked at Plastmass for 30 years,
including twelve years (1978-90) as chief engineer, who knew the plant
like the back of his hand, and who had a very high reputation among the
workers. With these two removed, Martov had no open supporters [cft
within the administration.

Martov’s alternative shareholders’ meeting was a flop. A sharehoids
ers’ petition circulated among the workforce before the meeting got only
a 3 per cent response because it was necessary for people to identify
themselves, and the administration threatened to sack anybody who il
involved. The 250 people who gathered at the alternative meeting held
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lewer than 5 per cent of the shares, many of those being held by former
¢mployees who now worked for Martov’s firm and by pensioners. Fol-
lowing this failure. Martov’s alhance with the *populists’ collapsed, the
[ntter now allying with Komarov’s political opponents and seeking to
have the privatisation of Plastmass declared illegal on the basis of the
improper formulation of its founding documents

As a result of this failure Martov changed tacks. First, he launched
lnsuccesslul procegdings throngh the coorts o dechore Komaroy™s shire
porvehise und the refusal of the Board wesell shares to Martow illeeal ond
to annul the decisions of the shareholders’ conference on the grounds
thilt the proxies had not been notarised and Komarov’s opponents had
heen excluded The court first met on 2 April, but the hearing was post-
poned since Komarov did not turn up. The same thing happened three
maore times, until the case was finally resolved in Komarov's favour on 7
May, a decision confirmed on appeal on 13 July, Second, the oblast
wiet established a commiission to investigate the legality of privatisa-
hon in the oblast, and selected Plastmass as its first case. This was
hindly surprising since Komarov was a leader of the opposition demo-
vratic block in the soviet, and had stood against the regional political
hoss, Aman Tuleev, for the position of chairman of the soviet. Martov
wils invited to join the commission, but this was a little awkward since
he had drawn up all the privatisation documents in the first place, so his
fevelling ally took his place. However, Komarov simply refused to rec-
upnise the authority of the commission, which had no clear juridical
powers. When the Commission visited Komarov he refused to produce
ny documents and told them “fuck off the lotl of you’ The chair of the
commission produced his accreditation as a people’s deputy. so
Komarov produced his in return and threw the commission off the
premises, However, the case was hardly likely o have succeeded since
the documentts had all been interrogaled minutely throughout the process
ol privatisation

Having failed to make progress through democratic and legal chan-
nels, Martov began to ry 10 get control by buying up Plastmass shares
Mroughout the summer of 1993 there was a war of advertisements in
the local press, as Martov’s firm Trast and the Plastmass Board offered
tv buy up shares at steadily increasing prices, with the Board revaluing
the shares to a price of 40,000, and Trast offering 65,000, with the Board
fepeatedly issuing statements that all share purchases through intermedi-
aties, including Trast, were invalid. Meanwhile Komarov escalated his
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propaganda campaign against Martov and Trast, and ook measulis
against known Martov supporters at the level of line management, ni
having any way ol knowing how many shares Martov now controlled, (i
what he intended doing with them. However, Martov withdrew from tlie
battle in the autumn of 1993, declaring that Plastmass no longer intaf
ested him, and that he was now concentrating on building up his owpn
firm, which was prospering and diversifying, establishing new subsidials
ies, with Martov himself becoming head of the regional branch of a Iarﬂ'l:i
Russian industrial-investment fund. Trast no longer actively bought i
shares, bul was willing to buy them if workers came inlo the office,

Komarov’s political opponents continued (o take advantage of 1l
conflict in Plastmass. At the end of October 1993 u new conllict erugil
with the oblust administration. On privatisation Plastmass’s housing h!llil
been transferred to a commercial enterprise which went bankrupt in the
summer, apparently as a result of massive fraud, and so was unable i
maintain the housing stock. Kislyuk, the chief of the oblast adminisiig:
tien, pressed Komarov to support the firm financially to avert 4 housinjt
crisis. Komarov insisted that this was not his problem, and it should bt}l
resolved through the courts. Kislyuk replied that the administration had!
levers to press the enterprise, and indeed the oblast administration seil’
in waves of experienced investigaiors to check on violations of tax.
accounling, pollution, energy and every other kind of regulation. In il
end the dispute was resolved administratively, with the transler of Bl
the housing and Plastmass’s city centre swimming pool to the municipil
authorities. |

At the end ol 1993 Komarov became heavily involved in politicil’
activity. In October he was elected acting president of a body represent
ing directors of privatised enterprises, replacing Gaidar, as the basis of .
further attempt to make a political career, his previous attempts lg
advance up both the ministerial and political hierarchies having beeii
thwarted. According to his own associates, Komarov felt that he |l
long since outgrown the framework of his own firm, which he saw only .
as a stepping stone to higher things. In the run-up to the December el
tion Komarov tried unsuccessfully to get on o the clection list of thie
Movement for Democratic Reforms. He then transferred his allegiupee
to the ‘government party’ Russia’s Choice, mobilising the majority ul
managers to collect signatures on behall of its candidates, with the resulf
that Gaidar, on his one-day visit 1o Kemerovo during Lhe election catil:
paign, held his meeting with Russia’s Choice candidates at Plastmass.
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Many observers expected the standoff between Martov and Komaroy
W conme o g end with the annual sharcholders” meeting on 16 Apeil
FRL However. Muortoy tnid most of his supperters stayed away from the
meeting, having decided it was pointless 1o continue the strupple since,
Wi the words o one of hils supporiers, “the weakest gocs o the wall®
There werd alsa reponts that Martov had been offered o desl o the pve
ol the meeting, that il he did ot stiend e would be given help in del-
Mg with some of his debtors, Nevertheless, Komarov showed in his
Hehaviour at the meeting that bie §til regaedied Martoy i his main EnCny
il principsl problem: During April ond May & series of mickriaking
inicles om Trast appeared in the fuctory newspaper

Meanwhile Komarev reversed moist of the imanageril reforms which
el been introduced by Martoy, Although diversificazon contimued, and
e resegreh instinite was integrated into the main enterprise. Komoroy
rtveried o the tradstional style of munagement, ending 1he regular con-
siltitive meetings, forcing: out mdependently minded monagers and
Belilging i placemen, with loyalty to Komaray being the only criterion
Ul preforment. Martov's replucement as chief ceoncmist was amothet
widermie brought in from o very radical joint-stock colmpany which
b puitnec] shoes, and Komiroy hime=elf hos token over direct responsibility
o financial pnd eéconomc IMEILers, Wit sorelimes disvisirols eonse-
uences

The result was o very considerable weakening of the Plastmass man-
apement, both i rémoving compelent munagers and in endermining e
uihemty of setvor management in the eves of bath line irargers and
Witkers, The vonflict between Martoy and Komiroy Further incrensed
Wi already subsummtinl distrust of mansgement on the parl of the wirk-
iy Where workers would say ‘they chew us?, they now say ‘they cheal
s alwiys incevery way'. The eulcome 15 not-so much an incresse in

wil conthict, s an increase i the degriee of pnssive resistince 1o iy
activns o imtatives of management. Similady the conflict dispelled
wiy (Husions among the workers that thele share ownership gave them
Wy elfective right o panticipate in decision-makiog, and brought home
W e their real suibes s hired lbsourers.

I an sttempt o restore his suthority among the workers Komidiroy
everied o the tmditonad chetoric and |:r;|-.:rj..:¢_~. 4l |_I;i_|[|:[r|uli_l;1||.: QT HRYEES
it Kemarey’s chinge of policy was reflected in a sharp reversal ol
piithes In the use of profies for 1993, While the plan had been to allo-

e two-thirds ol profits direetly 1o the desvelopment of production, in
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fact only one-third of the sharply reduced profits were used (or this pur-
pose, with a number of construction projects being frozen. Meanwhile,
the allocation to consumption and social development was increased
from a planned 17 per cent to an actual 30 per cent, with the plan for
1994 ncreasing the allocation further to a total of 71 per cent, including
a massive increase in housing construction The result of this reassertion
of paternalism was to undermine any tendency for workers to develop
their own independent organisations (o represent and defend their inter-
ests, although they have a strong sense of “them and us” and insist that
the difficulties of the enterprise are not their concern, nor a reason not (o
pay adequate wages, since it is management’s job to manage

In the wake of the conflict between Komarov and Martov the role of
the Board was reduced to virtually zero. not meeting at all for the first
three months of 1994. Martov and five of his followers on the Board
were dismissed from Plastmass during 1993 which meant, following an
1llegal decision of the 1993 shareholders’ meeting that only employees
could be Board members, that they had to leave the Board and were not
replaced. With the removal of Martov and the downgrading of the Bourd
the traditional Soviet principles of one-man management and a rigidly;
hierarchical management structure were restored.

The Struggle for Reform

What are the implications of this story lor the reform process?

Martov had been the driving force behind the development of P]il."llll
mass, given his head by Komarov and building what looked like a strong
and cohesive management team. While Martov drove full tilt for retornmg
Komarov provided a steadying influence Yet when Komarov withdrg !
his supporl, Marlov’s entire strategy collapsed and he (ound himself is
lated

Why did Komarov withdraw his support? In part it was undoubtedl
because of Martov’s impending bid for power, so that Komarov necdid
o consolidate hus own position. However, behind this lay the growlil
dissatisfaction within Plastmass at Martov's strategy as wages |
behind prices and those of neighbouring enterprises, as sales collajidi I
as insecurity of both workers and ITR increased with the threat of redinii
dancy. The rejection of enterprise paternalism and the transition to
ket methods was all very well when it could guarantee high wages, il
as the economic benefits were eroded there was growing pressurd
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ULthI"Il to t.hc old system of aunthariurian Pateralism, Thus, when the
or} rj:lnﬁallon came to a head even Murtoy s ¢ lowe mamagerinl aysoeipey
d 3 a i T ’ 1]

:LIII. 1: h'ﬂ:l one 'ur |I}:_ shop chiefs, uneguivocally suppored Komamy

misinwhole, nelther Konmirov sor Martov eficved .

0T ; erpved moch sunpoe ;
he ordinary warkers ) « PPatt amaong

Hw‘ .-;:nn“n:l both expressed and intensified divisions within the
vnierprise which had been opened up by Murtov's rationalisation pro-
Erimme. A survey which we conducted (n the enterprise ju‘il‘ bet‘orepthe
February 1993 shirehol dirs” meeting shiwed that over hal!: the workers
ipported Martov's proposal io submit the Director to re-election w(i:trl:
Ity ten per eent Opposed (the exac! reversg of the response of |r:,'u|-1- -
vis ), mnd only one in elght workers would vote for the Generad Iirm:-h:r[fw
:: | L:In:nrm- .Jl.a dgdmst three guirters of tanagers il H per cent of I!'JH

W would vore for him, None of the managers questioned admitied o
planning o viwe for Martoy, but Almost as many of the workers said that
ey would vote for him as would vo for e Ciencial Dm:un‘u‘ and the
M number agiin would vore for Martoy's letnporary “levelling® III:-:
Wowever, the general mood ol the warkers on the shop Noor -.:;u-LL:]nL- af
Wistruse and dissatisfoction with imanagement as a whole \:vith'. aJ
icteasingly expliclt mosd of “them and uy’ sepurating wor,kcrs' fronl:
birh monagers and from TR, This appedred in our survey |11".-.-I:i -
I hl. Ihree quarters of workers were dissntistied op ¢|1ri'.||lu1:*[1 sz ,
||: Jowltls the work of the management, with anly one in eiah a-.iiir:lz
e cent of TR und almost o guarter of mi|||:|,:_1-:_=ru were .|'|_liu ..Ilix- ||::~
il ), iind -.1I_rnn_~| half of the workers did not AUppOrt dny of the n.u.:I;nr;
tandidates for the post of Geperal Director. *Tt makes na ulilr..rcu-.'c ;-:r

e wi ing i i
C iR s g 1o cheat me, the Director or the Chief Economist® wis
Frplenl commiem . |

i I{.-'I::;irllr::_rl;fan!:E;H:u r'-.-‘:'.-.-m:u workers and WHETRLEETS WS nol symply
it el o TS .r.uuu.J;;;mm.-m stridegy, of a failure 1 attend 16
heerns of the ordinary employvess or (o develop an adequite insti-
Wilonal Trumework lor nindiing indusirinl relygions. The IJIIJ-:JL’Ir\'.iIIE
|----I e weas the Tailure of the enterprise w estublish the conditions For
(LRTRETT -.ur-.-i'u;l_l I market environment, This was not for wm.n of
r-lluliuln-_--u.n |_rr|||.|1|~f-: dnd :J-.:h__ﬂmnnau-nn. e i esule of the undoubied
e ki mmnsform production relations, sinee prodoction relutiony

.- -I-II III- b transformed withoot o fundiamenial upprading of J'u;u-:luc:
'- -I. -I,:_,,I.“I gy .W|.”Fh. u-.r-u.|.l.l miske possible o more rational Gradnisation
e T the Jast analysiy the failore of reform at Plastmass his 1o
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come down to the failure to put in place the missing link of the reforii
process, the massive Investment programme for which the firm wig
never able to find the resources. But finally we have to ask whether th
was not always a pipe-dream? What prospect could there ever be il
profitable investment in a chemical enterprise in the middle of Siberiil;
with archaic tcchnology, outdated skills, no local sources of raw materl
als and Iimited local markets for its products?

The Legacy of Reform

Martov’s departure and the re-establishment of the system of one-jhili
management made it clear that his reforms had been as superficial s
Plastmass’s prosperity had been short lived. Although there had begi)
some managerial rationalisation. the further down the enterprise ong
went the less change there had been. At shop level there had been no sijgh
nificant changes in the forms of management or the organisation of i
duction, and the ordinary workers were treated with even more contemyy
by the reformers than they had been by the traditional management, The
brief success of Plastmass was purely and simply the result of its abilily}
to exploit the privileges of a non-state enterprise in 1991 and its monape
oly position in 1992

The once much-trumpeted cuts in the labour force turned oul i
closer inspection to be less dramatic, although they hit some calegoriih,
such as pensioners and women workers disproportionately hard. Thw
first round of cuts was largely accounted for by the act that Plastmass
only took over a part of its predecessor’s activity, an affiliate in Novoghs
birsk and part of the social and welfare apparatus being separated fruu)
Plastmass. The second round of cuts was primarily a paper cut in i
staff list, removing ‘dead souls’. The third round of cuts involved pripiis
rily voluntary severance as skilled workers moved to better-paid j.||1l|-
elsewhere and as employees of the research institute formed nomlndllm
independent small enterprises on the territory of the plant,

The financial results were not as good as they looked at first sighl
either, and those of 1993 disastrous, because they were not based my
inflation accounting. Although there were large provisions out of proftis
for the development of production, amortisation provision was minimall
Amortisation for 1992, for example, was only 77 million on sales of 6,
billien roubles.
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The reforms to the pay system, with sharply increasing differentials,
poduced no observable positive results i the commitment or work
[tictices of ITR. while generating considerable resentment on the side
ul the workers, Similarly, the threat of redundancy bred divisions within
e workforce, acrimony and suspicion, and a decline in morale, while
e pay increases provided as compensation were rapidly eroded by
Iilation

Through 1393 Komarov aried o consolidare his position by moving
Back ti mode tracdivional buremocmtic moeosgenal melthods, af least o the
entent of reviving authortarm-pateriallsm and rwsing the status of
whopy chiefs in refution to specialists {although Manoy's replacement wis
snather acudemic)

AL one level the change of direction at Plasumass appears Lo be the
ekl o a conflict of temperament and ambigon, But onderlving this
ciitlict are more fandamental issues of management siyle and priorities
P Miarrtew the ratiomalisation of tlhie mabnZement seociure was o medns
lo the creation of a modern capitalist enterprise, the culmination of a
long-lerm plan which he had worked on with his associuates over almost
o decade. For Komarov, however, it was only the means (o the traditional
il ol banlding up the prestige of his enterprise wnd of his position as
Phiecton The two ambitions carme into confliet winth one anather us rens
vion mounted within the enterprise and as its economic position deterio-
tuted. The compedition to secure support at shop level then led both
vontending parties to undermine the possibilities of a radical restructur-

i by appealing Lo the traditional values of paternalism and egalitarian-
{nin

Phi= conflict equally. indicates the Timitations of Matoy's plans
Wlarsow wag Joreed out just at the pomt al whiich economi [Aress Ly
breght forwarnd the need o underake o move fundiamental raiomal s
Hon b managemenl, which sould riach down e the shop foor level auul
[Wihips enable Plastmsss g compete in 0 markel environment. Hiowever,
lor Mactov the limit of such reforms was to integrate the research centre
i (he basis for the development of new products, This markel-led mana-
petialism did not address the more fundamental issue of the transforma-
L of the social relations on which production was based.

Martov’s managerial reorganisation was concerncd strictly with the
mhonalisation of administrative structures, the structure and funclions of
mamagement in relavon to production remaining unchanged. so that




- 140 - Privatisation in Russia

Martov did not challenge the underlying social relations of productivili
on the shop floor, However, his managerialist reforms created growing
social tension by challenging workers™ egalitarian cxpectations, aij .
opened a gap belween shop chiefs and senior management which crail
the loyalty of the former to the latter. The attempt to dismantle
authoritarian-paternalist structures of control removed the tradi[ionu'_l
means of handling such tension, and threatened to lead to increasinjly
overt social conflict It was in this context that the confrontation betwe
Martov and Komarov acquired a more fundamental strategic signill
cance.

The net result of the reforms in Plastmass turned oul to be surjis
ingly small and had very little to do with increasing productivily or tpls
enting to a market economy. The main result was that managers enricheil
themselves by widening pay differentials and concentrating share-own:
ership, while attempting to keep the lid on workers™ unrest with the ¢!
rot of piecemeal pay rises and the increasingly large stick of the threal i
redundancy. We went in to Plastmass because we wanted to study a piu
neer of capitalism in Russia, But what has aclually emerged is strikinglﬂ
similar to what is happening in state enterprises of every kind all oyl
Russia.

Conclusion

The history of reform in Plastmass anticipates in microcosm the fate gl
the reform mitiative in Russia as a whole. But it cannot be seen simply
as a struggle between conservatives and reformers. any more than caj
the political drama in Moscow. Komarov is a leading member of the
democratic block on the oblast soviet, and a vociferous opponent of iy
leader Aman Tuleev, who has built huge support in the oblust us a il
list opponent of reform. He identifies himself unequivocally with th
rhetoric of reform, of the transition to a capitalist system, and has donig
very well out of it himself. He insists that the enterprise should not bt
controlled by the lubour collective, but that its director should be elecied
by the owners, with the trade union (which at Plastmass, as elsewhere, |
a pocket unicn) representing the inlerests of the workers

If Komarov was as committed as Martov to reform, why did 1l
reform mitialive fail? 1t was not for a lack of knowledge of capitalist sy

tems of management, finance and accounting, because Plastmass hyl
some of the best educated specialists in the oblast, and even in Russii
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who really knew and understood their job. They followed, as best they
rould, the prescriptions of Western advisors. They restructured the man-
Afement system, putting economists and financiers in power over engi-
e il technical specialists, with economics, finance and morketing
Hinoating the management structure and strwtegic planning of - the
enterprise, They largely separated the welfare apparatus from the enter-
Prise, massively cut the system of paternalistic distribution, and cnded
e sysiem of fnée allocation of housing, in Gwvoor of hilgher Wiy
which would leave the workers free fo choose low 10 spend thelr money
ey Increased diffesentiols in favour of minagers wnd sechnical stat! 1o
firovide nn appropriate system of meentives, They shmmed down the
lbtiror Torce by a nominal 35 per cent, They rethined the vast bulk of
(ot for the development ol production. They contracted the mnge of
lviliets 1o specialise on thelr cone activities. [t is difficult to see wihot
e they could have done to satisfy a Western consultant, within the
limits of their objeclive circumstances

Was it those objective circumstances that explained Plastmass’s lail-
A Certainly economie amd financial instubility, the genernl collapse of
prochuctien, the cothing of maditional economic inks, inflation and the
debt crisis explain the collapse of preduction. Bur at the same Llime the
telorm strategy itself exacerbated the problems faced by Plastmass in a
tmber of ways The most important external lailure was that in aban-
ineng, (s traditional economic and political commitments 1o municipl
eomsl gnd | branch awthorines, w0 stpplier miod customer énter-
Pises, in favour of a purely market orientation, it left itself without a
liteline when the murker collapsed. Mure conservatlve enterprises which
e thear irpditional lnks find it moch easier wo call In obligations
Wl diffieulry strikes, o elicit subsichies and state conracs, o maintoin
supplies on credit, and to dispose of the product, whereas Plastmass was
tot only on its own. but had left a widespread legacy of antagonism.

Perhaps the more fundamental failure of the reform strategy wus the
anfagonism that it provoked on the shop floor, which left a sullen and
Wscimentiel, i silent, workforce which had lost Wy ComEiment it
el Fave had o making o suceess of the enterprise, and whose tracli
Wil ielentilication with the enterprise hud been broken. This is ol juisl
timatler of bud personnel munagement, because & Soviet enterprise
W pids crie I.IH:.' for i1y success on the comrmitment amd ot of o
[ i vore of workers who can keep production poing. and this s pa-
filarly e cise an nn enterprise Soch s Plastmass with onthquoted
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equipment and complex and diverse production processes. This workers'
opposition did not find any direct expression, but it lay behind the gro

ing disillusionment of middie management with the reform strategy, uii
50 laid the grounds for the return to an authoritarian-paternalist popullsl.ﬁ
on the part of Komarov.

There remains the question of whether a more radical restructurifi
of Plastmass might have proved more successful. After all, capitalism I8
meant to be about investing for the future, not maintaining the past. I'ef=
haps, if Plastmass had the financial resources, it could have invested T1'|F
modern L,qmpment to re-establish its competitive position in the Eupil
pean and even in export markets; But this then raises the question uf'
how, faced with escalating transport costs, any cn[erpme in Wes I|..r|L
Siberia in any branch of productlon can be competiiive in outside maf
kets, Does Siberta have any place in a markel economy at all? Marlmpﬁ
seems to know the answer. While Plastmass slides inexorably rowatily
bankruptcy, his securities firm i1s thriving

Notes

L. This paper is a product of a collaborative research programme studys
ing the restructuring of management and labour relations in Ruwml
which we have been conducting continuously since 1991, The
research is based on ethnographic and case study rescarch in a dozdil
industrial enterprises in four contrasting regions This research |
been funded by the British Ecoenomic and Social Research Counglh
and more recently by INTAS. All research is carried out by researcll
teams, and the results are elaborated collectively

The fieldwork and research reports on which this paper is based have
been the responsibility of the first two authors, The final version af
the paper has been written by Simon Clarke The name of the entii
prise and of all individuals have been changed.

The results of the research programme arc being published as a serigy
of books by Edward Elgar. A longer version “of the present papwl
appears in a velume of case study reports, The Russian Enterprise Ii
Transition, published by Edward Elgar in 1996
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