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  THE POLITICAL CONSEQUENCES OF RUSSIAN DEINDUSTRIALIZATION


  What is the relationship between Russia’s political leaders and the country’s working class? As a first take on that question, consider two contrasting anecdotes. In December 2011, when ostensibly cosmopolitan and middle-class protesters were denouncing President Vladimir Putin in the streets in Moscow and St. Petersburg, Igor Kholmanskikh, a factory foreman at the Ural Tank Factory in Nizhniy Tagil, told Putin on national television that “if the militia . . . can’t handle it, then me and the guys [muzhiki] are ready to come out and defend stability.” Putin’s administration played up this event considerably, with Putin later appointing Kholmanskikh, despite his lack of relevant credentials, as the presidential representative for the Urals Federal Region, a human symbol of Putin’s working-class support.1 Yet a few years later, in December 2015, a slight increase in a road tax for tractor-trailers united truck drivers across Russia in protest. While initially they raised only economic demands—and even pleaded, “President, help us!”—in little over a year they became politicized, calling for the resignation of the government and no-confidence in the president, and a leader of the truckers’ movement announced his intention to run for president against Putin.


  While some commentators have argued that Putin has survived the protests of liberals in Moscow by pitting “rural and Rust Belt Russia against urban and modernizing Russia,” others have argued that the country’s industrial centers are struggling, and its many “monotowns”—one-industry working-class towns left from the Soviet era—are a “time bomb” for Russian politics.2 So, which is it? Is Russia’s working class the ballast of stability for the Putin regime, or combustible material that might sink the ship of state? This book is not about Putin, not centrally anyway. Rather it is about the dilemmas that arise in Russia’s many industrial regions and centers, or what Natalia Zubarevich has called—in contrast to Moscow and St. Petersburg—“second Russia,” as well as a range of “social concerns” about public expectations for the provision of a minimal level of social benefits, expectations that constrain the seemingly invincible Russian leadership.3


  Russia’s workers neither make up an unquestioning pillar of support for Putin, nor are they ready to explode in a mass movement demanding regime change. But their actions remain central to the question of social and ultimately political stability in Russia, a stability that becomes much harder to maintain in challenging economic times. So the central question is: How have the fears of social unrest placed limits on, constrained, and helped mold Russia’s political and economic system? Indeed, the challenge for Russia’s leaders is not only to prevent social instability, but to craft a legitimation strategy that allows for generating economic growth while also maintaining sufficient popular support. Such are the concerns for top Kremlin officials, as well as for oligarchs and various economic and political power holders seeking to maintain their wealth and authority. Though often less articulated, such concerns should also weigh on Russia’s liberals: both economic liberals who seek greater market reforms but too often fail to comprehend the likely social and political consequences of those reforms, and political liberals who seek greater democracy but too often fail to reconcile their own desires with the wishes and preferences of much of the Russian population.


  One might assume that a rather authoritarian state like Russia’s should be able to push past the dilemmas mentioned above and any protest that might result. Indeed, the probability of labor and social protest directly leading to political instability in Russia is fairly low. That probability is not zero, however, and the stakes are high. Russian leaders have a palpable fear of a “color revolution” (such as Ukraine’s 2014 “Maidan revolution”) that might depose them, and the steep costs that losing power might entail. Quite clearly, that concern overrides all others, including building a more vibrant economy. In his study of “Putinomics,” Chris Miller concludes that there is a hierarchy of goals at work in Russia’s political economy: “first, political control; second, social stability; third, efficiency and profit.”4 Yet the contradictions in such a goal ranking soon become clear. Political control cannot rely indefinitely on repression and propaganda, especially if the third goal—an efficient economy that provides some public benefit—is not being met. Yet prioritizing that third goal, especially in contemporary Russian society, risks undermining the second goal, and ultimately the first.


  Too often in discussion of nondemocratic regimes such as Russia’s, “stability” is counterposed with “revolution,” as if the alternatives were simply one or the other. Yet leaders seeking to remain in power must also be concerned with popular support and legitimacy, the absence of which might be perceived by rival elites and others as a sign of vulnerability. Hence Putin’s well-known concern with his approval ratings (long famously high but now fluctuating) and his maneuvering to amend the constitution to potentially extend his time in office and avoid the dreaded “succession question.” Such trepidation is deepened when the economy faces slow growth or even stagnation, and—particularly given dependence on global commodities markets—the potential threat of another economic crisis.


  Indeed, beneath the façade of strength and stability, Russia’s political economy faces a number of critical challenges. Not least among them is the continuing predicament of deindustrialization. During the economic collapse in the 1990s, amid fears of “social explosion,” Russia’s labor market took a peculiar form: rather than the expected mass unemployment and closure of large factories, it adjusted instead through very flexible and very low (often unpaid) wages (chapter 2). This reliance on adjusting to economic conditions through flexible wages rather than employment levels has contributed to a level of labor productivity—arguably the key driver of economic growth, and of crucial importance given Russia’s demographic crunch—that is extremely low by comparative standards. This, if left unchanged, could consign Russia to the status of a middle-income country for the foreseeable future (chapter 3). The paths out of that trap soon run into the obstacle of the industrial infrastructure left behind by the old Soviet coal-and-steel economy, including many large yet inefficient industrial enterprises, not least those in Russia’s “monotowns”—the large number of one-company towns where an entire population is dependent on a single, often struggling, factory (chapter 4). While Russia’s state and society struggled to survive the tumultuous 1990s, such impasses appeared to fade from view with the oil boom of the 2000s. With the global economic crisis of 2008–9, however, and the drop in oil prices in 2014, the Russian economy has struggled again, and as of this writing appears to be stuck somewhere between slow growth and stagnation. While accurate predictions are difficult, current projections put Russian economic growth over the next decade at around 1–2 percent per year. This would have Russia lagging behind the world average, and while the economy would technically be growing, in terms of living standards it would almost certainly be experienced as stagnation.


  Given such dilemmas, the obvious question would seem to be, why not reform? If such challenges were not resolved during the tumultuous changes of the 1990s, why not during the boom years of the 2000s, or any time since? A return to solid economic growth, and avoiding perpetual status as a middle-income country, would appear to be a goal all would welcome. Various explanations have been proposed as to why such reform steps have not been taken: some point to the dependence on oil and the “resource curse,” others to the lack of political will for modernization, with the siloviki (security officials turned politicians) topping the liberal reformers in the Kremlin, and still others point to elites trapped in a system of self-enrichment.5 While each of these explanations has some merit, here we will advance another explanation—the specter of labor and social protest looming over Russia’s leadership. Russia’s postcommunist economy has experienced only a partial transformation and remains faced with challenges that can only be resolved through high social—and ultimately political—costs.


  Why might Russia’s leadership, centered on President Putin, be concerned with labor protest? By all accounts, Putin, who has been in office (either as president or prime minister) for over two decades, has a solid grasp on power and has greatly strengthened the Russian state, not least its security services (or “power ministries,” in the Russian parlance). Labor and related social protests have been relatively few and sporadic, especially compared with those under Putin’s predecessor Boris Yeltsin. True, pensioners rose up in large numbers to protest the monetization of benefits in 2005, and protests erupted in 2018 over the raising of the pension age. Russia did experience a large-scale strike wave in the late 1990s. Yet as Graeme Robertson concluded about that earlier episode, “Despite all this evidence of protest mobilization, it is clear that the contention did not add up to a sustained challenge to the authorities.” He adds, “Protests were very numerous but mostly isolated, mainly local in nature, and focused on very basic, bread-and-butter issues.”6


  Why then should we expect the situation to be any different now, especially since following that earlier strike wave, the Russian economy experienced close to a decade of wage hikes and economic growth? Moreover, the growth contributed to a huge rise in public support for President Putin—an almost complete contrast from the Yeltsin years—and was accompanied by significant constricting of the political space for protest from workers and society at large. Indeed, it would seem rather paradoxical to argue that a much smaller amount of protests in the current political and economic conditions could be potentially more destabilizing than a much larger amount of protest was in the 1990s.


  Further still, the Kremlin’s fear of a color revolution would hardly seem to center on workers, since the color revolutions that have removed leaders from power in postcommunist states have typically centered on allegations of electoral fraud, and rarely have workers played a central role.7 The “Russia without Putin” protests that arose around the parliamentary and presidential elections of 2011–12, while not successful in removing Putin from power, underscored the fact that such large-scale protests were typically spurred not by labor or social protests but by charges of electoral deception. Moreover, these protests were said to be driven by the “middle class”—educated professionals in Russia’s largest urban centers.8 During the 2011–12 protests, Russia’s workers appeared to be defenders of authoritarianism, as the case of Igor Kholmanskikh suggests.


  Yet the Putin-era economic growth has wavered, and the downturns in 2008–9 and again after 2014 exposed the largely unchanged and potentially explosive nature of Russia’s industrial and other workplaces, where loyalist unions refrain from disruption, and disruptive unions are marginalized. This leads to labor relations that are both rigidly controlled and yet paradoxically deinstitutionalized, with economic downturns prompting a return to the spontaneous direct actions (if on a smaller scale) that Russia witnessed in the 1990s. Thus, Simon Clarke’s description of Russian labor relations, while made in very different economic and political conditions over twenty years ago, remains remarkably relevant today. He argued then that there were “no established institutional channels through which workers can express their grievances,” with the result that “grievances build up until they reach the point of explosion.” He predicted, rather presciently, that “worker opposition is likely to take primarily negative and destructive forms, with workers increasingly looking to populist and extremist politicians for their salvation.”9


  More troubling for the Kremlin, the trepidations over a possible Russian color revolution were heightened considerably by the uprising in Belarus in mid-2020 (chapter 9). Once again, the protests were generated by charges of fraudulent elections; but given worsening economic conditions, the protests were soon joined by workers in a number of major industrial enterprises, amid calls for a general strike. More so than the protests in Minsk and other major cities, the worker protests clearly unnerved Belarus’s long-standing president Alexander Lukashenko. He went directly to the protesting factories, telling the workers that they were betraying his trust, and that their protests were to him like a knife in the back (udar v spinu).10 Once seen as Lukashenko’s traditional constituency, the workers responded, “It’s time for you to go!” and “The people are tired [of you]!”11 While as of this writing Lukashenko has remained in power thanks to the backing of Russia, the image of workers at major factories calling for the leader’s removal provides a stark warning for Russia’s leaders. Protests by students and middle-class professionals might be challenging, but for reasons that will become clear, strikes and protests by Russia’s workers could become crippling to the country’s leadership.


  Most studies of Russian politics focus attention on the country’s elites, and understandably so. Putin is clearly in charge, and from him extend a number of concentric circles: to Kremlin insiders; to various oligarchs; to government officials on various levels; and so on. Discussions about the possibility for political change in Russia tend to revolve around debates between liberal economists and statist officials, or struggles between various government factions, and from there extend to the political opposition. By comparison, beyond survey data, much less attention has been placed on what major segments of the Russian people want, such as better lives for themselves and their families, and how this might impact the possibilities (and limitations) for political change. On one hand, there is little wonder in this—at most Russia is a political hybrid of democracy and dictatorship, increasingly weighted toward the latter. Thus, an assumption is often made that preferences of the bulk of the population matter little or are easily manipulated. And yet when social or economic policy changes are debated inside Russia, the question of their social consequences—a euphemism for the potential for protest—is never far from the surface. In short, to what extent do even seemingly powerful leaders, with high approval ratings and a firm grip on state power, have to contemplate taking a step too far, a step that might cross the threshold of a population’s breaking point?


  All states face the dilemma of seeking to extract resources from society (such as through taxation) without provoking rebellion.12 In a very different context from Russia, the German sociologist Claus Offe characterized the challenges facing advanced capitalist societies as a contradiction between accumulation and legitimation—that is, of accumulating wealth and capital on the one hand while maintaining political legitimacy on the other.13 Yet when we look at Russia, we see a society that has, within twenty-five years, been transformed from (whatever its other faults) a relatively egalitarian and self-described “workers’ state” to one with—at least by some accounts—the most unequal distribution of wealth in the world.14 However, despite some scattered protests, in Russia today there would appear to be little conflict, let alone contradiction, between accumulation and legitimation.


  Indeed, however counterintuitively, much research in the field of comparative political economy suggests only a weak relationship between inequality and political conflict.15 Yet the challenge for Russian leaders may stem less from legitimating the inequitable accumulation of wealth and assets than from maintaining economic growth sufficient to satisfy oligarchs and other elites while also preventing unrest from a disgruntled population. This was fairly easily done during the oil boom, but much less so in the absence of high oil and gas prices. Given the latter, the challenge increasingly becomes finding other sources of growth. Once again, the question that then typically gets posed is, why not reform? What prevents Russia, as some put it, from “modernizing”?16


  According to Haggard and Kaufman, “one of the most heated and long-standing debates” in the literature on political economy centers on the following: “Do authoritarian regimes have greater capacity than political democracies to insulate technocrats, ‘manage’ opposition, and reorient economic policy?”17 Some prominent historical examples, from Pinochet’s Chile to the military dictatorships in South Korea and Taiwan, to the more recent case of China, suggest they do.18 Yet, as Haggard and Kaufman also note, “authoritarian regimes do not necessarily guarantee the executive the autonomy required to impose unpopular adjustment programs.”19


  In The Politics of Authoritarian Rule, Milan Svolik argues that authoritarians face two central problems: the “problem of authoritarian power-sharing,” that is, horizontal threats from rival elites, and the “problem of authoritarian control,” or vertical threats stemming from unrest from below.20 Given the relative lack of protest in Russia, and the durability of its nondemocratic regime (as well as those in a number of other post-Soviet states), much attention has been placed on elite-focused accounts of political stability and transformation, whereby generating patronage, or the ability to buy off significant allies and opponents, is essential.21 Yet such a goal must be balanced with the capacity to provide an acceptable (if minimal) level of economic benefits and public goods to the population. Should the state seek “to impose unpopular adjustment programs,” it must also contend with the potential for destabilizing protest from below.22 All of this makes the challenge of generating economic growth while maintaining political stability a core test for state leaders.


  While a number of studies have pointed to the working class as the core driving force pushing societies from authoritarianism to democracy, at least in certain periods, others argue that in a postindustrial era, educated professionals or the “middle class” are often the driving force for democratization.23 In Russia, the latter view has predominated: workers are most often seen as supporters of stability, while the middle class is seen as the agent of change.24 Indeed, as the Kholmanskikh episode illustrates, Russia’s workers are assumed to be a core part of Putin’s political base (this assumption will be critically explored in chapter 7).


  However, to the extent that the Putin regime’s legitimacy and electoral success rely significantly on working-class support, this poses serious challenges to Russia’s ability to escape from the middle-income trap. The pathologies generally associated with that trap are well known to Russia: low productivity, low-skilled and low-paid work, inequality, and informality. Economists argue that there is a pathway out of that trap: the key is to boost productivity growth through investment, especially in higher and technical education and research and development. In Russia, liberal economic advisers such as Alexei Kudrin have long pushed for such policies (chapter 4). Yet, as Doner and Schneider argue, the central challenge to escaping the trap is “more politics than economics”: it requires the formation of a “growth coalition” that can support and defend such policies. As they survey the formation of such coalitions, Doner and Schneider focus on key groups, “especially business and labor, which are the core potential constituencies for a coalition that could take the big leap.”25 For Russia to escape from the middle-income trap, it must politically manage the shifting of substantial resources not only from certain oligarchs and state-owned enterprises, but also from struggling working-class communities and public-sector workers that are also a central element in the regime’s political coalition.


  Moreover, escaping the middle-income trap, and even the prospect of prolonged economic stagnation, are not the only challenges Russia faces. While economic hardship does not lead axiomatically to protest, “economic performance” is often a driver of political protest and instability, and a number of studies have demonstrated that authoritarian leaders are more likely to be deposed during economic downturns.26 In a comprehensive analysis of “democracy protests” worldwide between 1989 and 2011, Dawn Brancati finds that economic crises are a central factor in triggering those protests, especially against authoritarianism. Such crises tend to increase support for opposition candidates, especially around elections, suggesting that demands for political change are hardly independent of economic conditions. She finds that when crises are severe enough and protests resultingly large, governments are more likely to make accommodations with protesters, though doing so can increase the risk of losing office.27 Such a connection between economic crisis and political stability should be especially troubling for Russia’s leadership, given the volatile nature of global commodity markets on which the Russian economy largely depends.


  Economic crises don’t necessarily spell the end of authoritarian regimes, which typically have many tools at their disposal to prevent such an outcome. But economic crises often induce those regimes to transform their legitimation strategies, to revise their tactics and ruling coalitions.28 In Russia, there are clear “popularity costs” from economic crisis, as citizens are able to weigh their personal experience and local conditions against state propaganda.29 As we shall see in chapter 7, the economic crises of 2008 and then 2014 pushed the Kremlin to substantially shift its legitimation strategy, in the process making it more difficult to form the liberal-minded “growth coalition” that might avoid continued stagnation.


  For Russia, such dilemmas are not new. Throughout Russian history there has been a contradiction in discussions about the “popular classes” and the likelihood of protest from below. Common cultural tropes—heard inside Russia as well as out—often characterize the Russian people (almost always meaning the less educated) as patient and “long-suffering” (mnogostradal′nyi, dolgoterpelivyi). As some have put it, coping with hardship is in the Russians’ “genetic code.”30 During the catastrophic conditions of Russia in the 1990s, workers were said to be hampered by a mentality of “paternalism” that explained their quiescence, patience, and passivity.31 In some contemporary characterizations, working-class Russians in particular have narrow economic concerns and will refrain from protest as long as they are provided with potatoes and vodka.32 More sympathetically, during times of economic hardship Russian workers and others are said to rely on time-honored survival strategies.33 Not surprisingly, given a long history of autocracy, many Russian peasant and workers were said to believe in the notion of “the good tsar,” that their miserable conditions would be improved “if only the tsar knew,” a belief that, as we shall see, finds a contemporary echo in the direct appeal to Putin over issues like unpaid wages (“President, help us!”).


  Yet there is also in Russian history the tradition of the spontaneous protest—the bunt—and the corresponding fear on the part of those in power that such protest might lead to a broader revolt (unless it was channeled toward a different target, as in a pogrom).34 Beyond the tradition of peasant revolts and rebellions (and pogroms) there is, one hardly needs to add, the Russian Revolution of 1917, when workers, soldiers, and peasants rose up in one of the greatest social insurrections in history. Needless to say, the Russian Revolution remains a core part of Russia’s historical memory.


  Yet, particularly with the rise of Stalinism, revolutionary symbolism and rhetoric were juxtaposed with authoritarianism. Workers as a class may have been lionized—their image often literally placed on a pedestal—and with rapid industrialization they became a major social force; but workers themselves were hardly the drivers of history. Workers were central to the Soviet industrial economy, but their work and lives were directed from above, and their only recourse was through largely individual resistance or small work-group rebellions. Yet the specter of the bunt remained, for example during the worker uprising in Novocherkassk in 1962. The name “Novocherkassk” remains synonymous with spontaneous worker unrest—and bloody repression—to this day (chapter 4).


  Only with Mikhail Gorbachev’s perestroika was independent organizing by workers and others possible. Soviet coal miners burst on the scene in 1989 with a nationwide strike. In an indication of the degree to which workers remained central to the Soviet system, both economically and ideologically, Gorbachev reflected in his memoirs that “the rapid destruction of the social order that existed for seventy years began with the miners’ [strike] wave.”35 Two years later the miners struck again, in a self-described “political strike” that backed Yeltsin and other radical reformers and helped bring about the end of the Soviet Union.36 Thus, while workers and other segments of Russian society may have been “long-suffering,” they also participated in two major revolutions in the twentieth century.


  Given the miners’ example, following that of Poland’s Solidarity movement, in the immediate wake of the communist collapse the fear most often expressed by reformers (whether neoliberals or those opposed to “shock therapy”) was that workers, marked as the clear losers of postcommunism, would rise up to prevent the “transition to the market.”37 In the event, the response by workers throughout postcommunist societies was quite limited, with most observers characterizing workers in these societies as “quiescent” and labor unions as “weak.”38 Rather than undergoing the predicted backlash by workers and others, postcommunist political economies settled into a “low-level equilibrium,” where capitalist institutions were weakly embedded and political democracy was not fully achieved.39


  Russia of course is hardly alone in experiencing the decline of industrial labor as an economic and political force; beyond postcommunist societies, this phenomenon is a core challenge faced throughout the developed capitalist world. To be sure, within global capitalism, while industrial labor has declined in some world regions, it has risen in others. Thus, the waning of rust belt regions is only possible alongside the rise of industrial production in countries like China, which within a few decades became “the workshop of the world.”40 Yet while Russia is often lumped with China, India, and Brazil into the so-called BRICs category, Russia is not an industrializing economy driven by a growing share of manufacturing exports. In developing economies, industrial production grows faster than GDP; in Russia it is the opposite. In fact, Russia is a unique hybrid, both an “emerging market” in the sense of being relatively new to global capitalism, and yet one where the challenge has been too much industry, rather than too little. As Susanne Wengle notes, “post-Soviet development strategies were devised in the context of large-scale de industrialization rather than as a strategy to industrialize a rural economy.”41 Put differently, in Russia, industrial labor is not viewed as a source of economic growth but rather as a residual category, often seen as an obstacle in the way of progress toward a postindustrial society.


  As some have argued, perhaps with a different economic strategy, rather than rapidly opening to capitalist markets following the Soviet collapse, Russia could have protected certain industrial sectors and restructured, taking advantage of its highly skilled and relatively low-wage labor force to create a comparative advantage on global markets. However, Russia was not inserted into the global capitalist economy as an exporter of industrial goods, low-wage or otherwise; rather it became primarily an exporter of energy and commodities.


  Russia’s trajectory from communism to capitalism is perhaps best characterized by Timothy Mitchell’s notion of “carbon democracy.”42 Mitchell’s argument, in brief, is that coal production required a massive and geographically dispersed labor force, one that was capable of shutting down the entire economies on which coal depended. Coal miners, prone to radicalism, exploited that dependence to push for changes that led to democratization in Europe and elsewhere during the coal-fueled age of industrialization. Oil production, on the other hand, tends to be centralized and requires a much smaller labor force, which contributes to the well-known “resource curse” and the correlation of oil-producing economies and authoritarianism.


  While oil and gas exports became important to the overall fate of the Soviet economy in the 1970s, internally the Soviet Union remained primarily a coal and steel economy. Coal remained so central to the economy that the shutting down of coal production with the 1989 and 1991 miner strikes threatened (through the lack of coking coal) the ruination of blast furnaces in steel mills, as well as the generation of electricity. The coal miners’ radicalization, including their demands in their subsequent strike for an end to Communist Party hegemony and a rapid transition to democracy, fits well with Mitchell’s argument about the connection between coal miners’ structural power and democratization. Thus Gorbachev’s later rumination about the coal strikes leading to the end of Soviet power.


  But in contrast to the advanced capitalist societies of the West, where a reliance on coal in an earlier era was replaced by the importation of oil from abroad—and the exporting of the “resource curse” to authoritarian regimes elsewhere—oil and gas production largely replaced the production of coal as central to the Russian domestic economy, as well as to its comparative advantage within global capitalism. Following Mitchell, this transformation can help explain the paradox of why—if only in its final years—the Soviet Union appeared more democratic (or certainly more pluralistic) under the communist leader Gorbachev than under the capitalist and nominally democratic system led by Vladimir Putin. This political transformation was closely connected to the weakened strategic position of industrial workers, where in contrast to the full employment (and overmanning) of the Soviet era, by 2012 the oil and gas sector accounted for 25 percent of the nominal value added to Russia’s GDP, but only 4.5 percent of the total hours worked across all sectors.43


  Yet this weakened structural position for Russia’s workers is not unique to Russia. In examining the changing nature of social and labor protest in capitalist societies over time, Joshua Clover describes the historical arc of what he terms “riot, strike, riot.”44 The notion of the preindustrial riot fits quite closely with the Russian experience of the peasant bunt. The strikes preceding the revolution of 1917, and that of coal miners and others at the end of the Soviet period—the intervening period clearly interrupted by state repression—reflect the structural power of workers in the industrial era. What power then remains with workers in an era of deindustrialization? In that context, the power to threaten the closure of a failing mine or factory lies less with workers and more with employers: private owners or the state. As Clover would predict, the most impactful worker protests in the postcommunist era have been less aimed at stopping the production of goods and more at halting their circulation, such as through blockading highways and rail lines. Yet while not riots per se, worker protests retain considerable symbolic (and ultimately political) power in the post-Soviet era. At times, the fear has been that they might culminate in a dreaded “social explosion.”


  By one important measure at least, Russia has successfully deindustrialized: a substantial portion of the labor force has shifted from the industrial to the service sector. Yet in doing so, Russia created a very peculiar labor market: defying predictions to the contrary, the steep decline of the Russian economy of the 1990s, rather than leading to mass unemployment, resulted in extreme flexibility in wages, which declined dramatically.


  Following the collapse of the Soviet Union, the Russian government took a number of very large steps along the road of radical economic reform. It liberalized prices, dismantled central planning, opened up to the global market, and privatized enterprises, all in rapid fashion. Yet the Russian government could not get past the step—so crucial for a capitalist economy—of shutting down large but noncompetitive and unprofitable enterprises. While there were a number of reasons for not doing so, one stands out: the fear on the part of elites about the possibility of a “social explosion.” As Pavel Romanov summarized this view in 1996, “The fear of social explosion is constantly visible in many public statements of both local and national leaders.”45


  The likelihood that the fear of social unrest might prevent the closure of large (even if largely unprofitable) enterprises has to do with the peculiar nature of Soviet industrialization, and how work and community were often intertwined in the Soviet experience. In the Soviet Union, industrialization preceded urbanization, both happening in compressed fashion, with the needs of industry greatly shaping the location and the form of the country’s new urban areas. More than one thousand new cities were built in the early decades of the Soviet Union, the majority in the 1930s, many of which were “born and raised as Soviet-style company towns, in the shadow of one industrial establishment or with several establishments dividing responsibility or competing for control.” These enterprises provided “housing and whatever meager services” there were.46 These cities—built around industrial enterprises (sometimes called gradoobrazuyushchie predpriyatiya, or “city-forming enterprises”) and created to meet the needs of a planned economic system that no longer exists—remain a sizable legacy from the Soviet past.47


  During the Soviet period, few industrial enterprises were closed, even if they were grossly inefficient. One reason was that, in many cases, the factories provided a number of essential services to the cities in which they were located.48 Even with the steep drop in output in the post-Soviet 1990s, closing large factories in many cases would have been devastating not only to the workers, but to entire communities. That hardly meant that workers and others did not suffer. While large-scale unemployment was avoided, wages declined so substantially that often they went unpaid: by the end of the decade there was a substantial crisis of wage arrears. As we shall see, while nonpayment of wages didn’t lead to a social explosion exactly, it came close, spurring a substantial wave of strikes and labor protests.


  That strike wave peaked just as Putin was coming to power, initially as prime minister, and considerably shaped the initial steps he took to consolidate his power as president. Yet Putin’s rise also fortuitously coincided with the end of Russia’s deep economic crisis, and with it wage arrears were soon replaced by substantial wage increases. During the oil boom years of the 2000s, labor protest began to recede from view, and with it the fear of social explosion. While labor conflicts hardly disappeared (and in some sectors workers became emboldened), such concerns largely dropped off the agenda of Russian policy makers, as well as disappearing from the view of all but a handful of academic specialists.


  However, the path taken in dealing with Russia’s deep economic crisis of the 1990s, stemming in no small part from the Soviet model of industrialization, while successfully avoiding large-scale unemployment and social explosion, led to profound consequences nonetheless. Not least of these (as explored in chapter 3) is the challenge of very low labor productivity—measured by the amount that one worker working one hour contributes to the economy’s GDP. While the term “labor productivity” may sound like a piece of economic jargon, productivity is a key driver—some would say the key driver—of economic growth. Without the return of the high oil and gas revenues of the 2000s, future economic growth will almost certainly depend on increasing labor productivity, a concern made more compelling by the significant demographic decline in Russia’s working-age cohort. And yet, Russian labor productivity is unusually low by comparative standards. In fact, the Russian economy appears to be stuck in a low-productivity trap and, as a consequence, in a middle-income trap.


  Why does labor productivity remain so low, thirty years after Russia entered the global capitalist economy? Through the years of bust, and then boom, a couple of factors have remained constant. The first is that while small and medium-size enterprises have closed and opened, there have been very few closures of large enterprises. While closures have been avoided, workers are often pressured to leave, by low wages and poor working conditions; yet those that remain may simply have fewer options. Given the high levels of inequality between regions, internal migration in Russia has been surprisingly limited. Workers who do depart often do so into the even less productive informal economy.49


  Further, well beyond the 1990s, the labor market is still adjusting not through the number of jobs, but rather the amount of pay. In Russia’s second postcommunist decade, as the economy surged, wages increased substantially. Now that Russia is faced with a slow-growth economy, Russian employers have responded once again with low wages. To take one indication, despite promises going back to the year 2000, Russia’s legally defined minimum wage has only just been raised to meet the officially determined “minimum subsistence wage,” below which an individual is said to be in danger of not consuming enough calories to maintain his or her body weight.


  Low wages, however brutal for workers, can become a country’s comparative advantage, provided that the economy is centered on the export of labor-intensive products. However, this is simply not the case in Russia, where outside of certain firms in the metals sector and military industry, Russian manufacturing exports are noncompetitive. Yet if wages are so low, as they have been in Russia, there is less incentive to invest in education and technology (which could boost productivity).


  One path for escaping low productivity and middle-income status has recently been proposed: focusing on the growth of major metropolitan cities as centers of innovation in a global capitalist economy. As urban economists elsewhere have argued, large “global cities” are the engines of technological change, receive a disproportionate share of capital investment, and house the world’s leading-edge companies and talent.50


  Following this line of reasoning, liberal economist and Kremlin adviser Alexei Kudrin has argued that the Russian government should focus its attention and investment on a small handful of major cities, as well as Moscow and St. Petersburg, to become engines of economic growth. These priorities have been explicitly endorsed by Putin and have now become part of the Russian government’s strategic plans. Yet Russia’s built urban geography stands in stark contrast to the vision of global cities: almost uniquely, rather than a small number of large metropolitan centers, Russia contains hundreds of small and medium-size cities, many formed during Stalinist and post-Stalinist industrialization, many of those distributed across Russia’s vast territory, far from other metropolitan agglomerations. These include the officially designated monotowns, whose fate is dependent on a single industry, and which the government ranks according to the severity of their “socioeconomic conditions” (chapter 4).


  Thus, in seeking to explain why Russia remains “stuck in the middle-income trap,” one outside observer of Russia’s economy put it bluntly, with only slight overstatement: “The problem the Kremlin faces is that to really make a difference it needs to basically sack half the workforce and tell them to find a better job—and in most regions these private sector jobs simply don’t exist.”51


  Yet the Russian government has proved consistently unwilling to close large industrial enterprises, let alone compel the resettlement of sizable centers of population. Hence the dilemma: the need for new sources of growth—or, in Kudrin’s phrase, “cities instead of oil”—is compelling, and yet Russia’s existing human geography, and the regime’s clear desire for political stability, suggest that such a policy of urban transformation faces overwhelming obstacles.


  The actual likelihood that Russia’s monotowns or other industrial regions would erupt in destabilizing social unrest can be questioned. Indeed, while monotown residents—as well as those in other Russian working-class communities—do engage in collective protest, most often they employ individual strategies to adapt to challenging conditions. In doing so, they resist following simple economic logic, say by migrating to better economic conditions, and instead refuse to abandon place, engaging in what Sam Greene has termed “aggressive immobility,” while they make their struggling communities, in Jeremy Morris’s apt term, “habitable.”52


  Yet, as Mischa Gabowitsch has argued, protests in Russia often erupt precisely over “place.”53 Despite the fact that monotowns are by definition isolated communities, where the potential for protest to spread from one to another would appear to be limited, the Russian authorities have demonstrated a palpable fear of social unrest stemming from these particularly vulnerable cities and towns. Such fear places a sizable barrier in front of any attempt to increase economic growth by shifting capital and state resources from declining regions to more dynamic urban centers.


  Still, how realistic is it for the Russian leadership to fear labor protest? When labor has led efforts to democratize authoritarian governments elsewhere in recent decades, labor-based parties and trade unions have typically played a crucial role.54 Yet the former are essentially nonexistent in Russia; and as for the latter, as we shall see (in chapter 5), Russia’s main union is a “legacy union”—a holdover from the communist era and one allied with the Kremlin and United Russia, the Kremlin-backed party that dominates Russia’s parliament.55 Alternative unions, while combative, are small and have often been marginalized. Strikes are severely restricted by law, and labor protests, when they do happen, are largely—though not always—isolated events.


  In a classic work of political sociology, Charles Tilly argued that the ability of aggrieved groups to mobilize from isolated protests to broader movements was dependent on two factors, the first of which he termed “netness.”56 Netness refers to networks, or the ability of groups to organize beyond single nodes of contention; for workers that means unions above all.


  In Russia, the preempting of the “netness” power of unions helps ensure that labor protests, when they do happen, are typically isolated in a single workplace, particularly when conflict arises with a private employer. However, such preventive measures come with their own costs. Research in a number of comparative settings has shown how blocking avenues for the expression of grievances and negotiation increases the likelihood of wildcat strikes—that is, the strikes take place with little to no union participation.57 But for that very reason they represent a potential threat, since whatever is uncontrolled is potentially uncontrollable. Since workers lack an institutional channel to express their grievances, those grievances can simmer until they boil over, in unexpected and dramatic fashion. For example, in the 1990s and again today, workers at times revert to “extreme measures” in order to be heard—such as public threats of dramatic self-harm.


  While there may not appear to be an immediate threat from worker protests, Putin and his team are clearly obsessed with the possibility of a “color revolution” of the sort that drove out the leaders in the neighboring countries of Georgia (2003) and Ukraine (in 2004 and 2014) and threatened Lukashenko’s hold on power in Belarus (2020). Just how vulnerable Russia is to a color revolution is debatable. Yet those in the Kremlin are no doubt aware that there is a paradox at the heart of authoritarian power: in such a system, the sense of a leader’s invulnerability—the “illusion of invincibility”—can change quickly. Leaders can become vulnerable to even small signs that their hold on power is weakening.58 To date, there has never been a revolution in a liberal democracy. The most likely explanation is also the simplest one: in a liberal democracy, there is always hope that even a despised leader can be removed from office through constitutional means. But in authoritarian systems there is no procedure for the people themselves to remove a leader except by revolution.59


  Russia is not technically an authoritarian state, since it has at least the semblance of elections and a political opposition, and most political scientists characterize it instead as a hybrid regime, containing a mix of authoritarian and democratic elements. But a hybrid political system contains dilemmas of its own.60 For instance, although Russia has not eliminated independent media entirely, it has pushed critical views to the periphery. And when sycophantic state media dominates, political leaders receive little feedback about how they are truly perceived by their citizens. Likewise, when political parties and other institutions that might represent social interests become instruments of top-down control, it becomes difficult for leaders to judge how close they are to reaching society’s breaking point. That is why, as we shall see, so often the appearance and scale of various protests come as a surprise to Russia’s leaders.


  While the probability of a Russian color revolution for now remains fairly low, it is not zero, and the stakes are high. They are high because in the post-Soviet transition from communism to capitalism, virtually all valuable assets moved into private hands in a process shaped by those in power, leading to incredible gains in wealth for the well-connected in often illicit—and almost always illegitimate—fashion. The result was not only a huge rise in inequality, but a system in which political power is the only real guarantor of property rights.61 After the Maidan revolution in 2014, when the Ukrainian president Viktor Yanukovych was chased from office, the absurdly lavish mansion he had built for himself (including a zoo, and a restaurant on a faux pirate ship) was turned into a museum, where citizens could gape at what their erstwhile leader had stolen. As Yanukovych’s fate makes clear, whatever vast holdings Russian leaders currently enjoy, a fall from political heights can mean losing wealth as well as power. Given such threats, leaders might be tempted to rely even more on coercive measures, though these can potentially backfire, radicalizing the opposition (as they did in the case of Yanukovych) and increasing the possibility of subsequent jailing and prosecution.


  One could make the argument that Russia’s leadership is most afraid of explicitly political protests rather than those with socioeconomic demands. At least since the 2005 protests over the attempted monetization of benefits, the Kremlin has “sought to delineate a legitimate sphere of protest over economic demands from an illegitimate sphere of attempts to politicize the situation.”62 This has contributed to a sharp “discursive divide” in Russia between socioeconomic protests on the one hand and political protests on the other.63 In short, outside of a major economic catastrophe such as Russia experienced in the 1990s, widespread labor protest leading to political destabilization would appear to be a low-probability event.


  On closer inspection, however, and as explored in detail in chapter 8, the analytical distinction between political and economic protests and demands appears artificial. In cases such as Russia, where the state plays a dominant role in the economy, demands of a socioeconomic nature by themselves carry political implications, whether intended or not. In Russia, most worker demands include an appeal to government officials at some level, even when the conflict is between workers and a private employer. This is certainly part of what Graeme Robertson had in mind when he argued that “contemporary authoritarians not only need to find ways to defeat-proof elections; they also need to defeat-proof the streets.”64


  Such concerns prompt authoritarian leaders to engage in what Vitali Silitski called “pre-emptive authoritarianism,” that is, eliminating threats before they arise, aiming at sources of potential opposition while they are still weak.65 Such efforts at “pre-emptive authoritarianism” entail repressing those elements of civil society (such as trade unions) from which protest might arise, but also necessitate providing tangible benefits to key constituencies (such as public-sector workers) in an effort to maintain their loyalty. Yet such steps aimed at preemption come with inevitable tradeoffs, particularly in the economic realm. At the most fundamental level, attempts to maintain “stability” are likely to stifle innovation and economic dynamism.


  In attempting to preempt wider protest, the Kremlin under Putin’s leadership turned to a proven strategy: relying on class, regional, and other resentments to deflect grievances onto other groups. When Putin came to power at the end of the first postcommunist decade, Russians were exhausted by wrenching economic changes and social decline. As Vladislav Inozemtsev notes, Putin and his advisers “openly blame the reformers of the 1990s for neglecting the people’s needs and conducting the reforms in a way that caused a 35 percent economic contraction, pushed close to a half of all citizens below the poverty line, and created an oligarchic economic structure. All this, they argue, produced a quest for a more ‘organized’ economic environment and made Mr. Putin’s rhetoric welcomed by a huge portion of the population.”66


  Since Putin’s rise coincided with economic recovery, it was not only his rhetoric but the accompanying high wages that were welcomed, even if the re-tightening of the political space left workers as largely passive beneficiaries of economic growth. The economic crisis of 2008 challenged that relationship, as it shook the foundations of Putin-era stability.67 The Russian state, together with the now-threatened oligarchs, had to craft new methods of preempting social unrest, which included greater state intervention and support for threatened industries. While those efforts were largely successful in the short term, they led to unintended consequences that still persist (explored in chapters 4 and 6).


  Such state support for industry appeared to pay dividends, when during the ostensibly middle-class protests of 2011–12 Putin positioned himself as a defender of working-class interests; yet that working-class backing appears based more on the promise of continued material support than on ongoing cultural affinity, and that support is now in question (chapter 7). The next challenge soon appeared in 2014, when the color revolution took place next door in Ukraine. Certainly, part of Russia’s response to the Maidan revolution, such as the seizure of Crimea, was geopolitical. Yet the events in Ukraine coincided with a sudden drop in the global price of oil, leading to another recession, and more work was needed to preempt protest. Russian leaders and state-owned media pursued a further shift in their legitimation strategy with a campaign of hardened nationalism, and Putin’s popularity soared with the seizure of Crimea. But that euphoria predictably waned with time, and with slower economic growth the battle then becomes (in the now-familiar Russian metaphor) one between the television and the refrigerator.


  Social and economic protests in Russia tend to be local and isolated events. These include labor protests in monotowns and other industrial centers, but also protests over toxic garbage dumps, lethal fires in shopping malls, or gas explosions in apartment buildings, all of which have sent signals of state incapacity and weakness. Yet given the lack of civil-society-based network power, a galvanizing source for coalescing around socioeconomic demands often comes from “catness,” Tilly’s second mobilizing factor.68 Catness refers to categories, and the process by which individuals can become suddenly united by policies and other changes that impact them as a single category. This mobilizing impetus can be concrete—for example a policy that impacts individuals’ material well-being—yet it can extend well beyond any specific place, and connect people even without existing networks. This was clear in the 2005 protests over the monetization of benefits, when protesters, mainly pensioners, rose up with little coordination in numerous cities across Russia. As we shall see in chapter 8, this was also true for Russia’s truckers, who spontaneously coalesced in a protest movement across Russia’s many regions over a simple road tax. While the economic logic behind raising taxes or cutting benefits might be compelling, particularly during a period of economic stagnation, the political logic is another matter, and any such changes need to be carefully calibrated to prevent social unrest. Moreover, as with the truckers, once those previously isolated individuals mobilize and begin to act collectively, they can begin to discuss Russia’s “accursed questions”: “Who is to blame?” and “What is to be done?” In doing so, they can transform their demands from the economic to the political very rapidly.


  Putin’s obsession with a Russian color revolution is quite likely misplaced; there is only limited evidence that labor or social protest in Russia might lead to “regime change,” at least in the short run. Yet, for those in power, the greatest danger is that the social-economic protests from Russia’s industrial regions will converge with political demands for a “Russia without Putin.” Revolutions are almost always the result of coalitions of classes, and rarely if ever the product of one class of social actors.69 Thus, for those seeking to remain in power, maintaining the “discursive divide” between economic and political protests is essential.


  In the longer run a slow-growth economy with stagnant or declining standards of living will make the convergence of political and economic demands more likely. One potential way to lower the risk of socioeconomic protest is to ensure that the economy grows rather than stagnates. But that would almost certainly entail substantial economic reforms. Liberal economists—both inside and outside Russia—often appear blind to the political implications of their policy proposals. Given the fear of protest from below, which in turn could threaten political stability, the further liberalization of Russia’s economy—involving scaling back industrial subsidies, closing plants and laying off workers, increasing taxes and cutting social benefits and pensions—is a risky proposition for those in power.


  While Putin has staked his legitimacy since coming to power on providing “stability” after the disastrous 1990s, without higher levels of economic growth, stability might come to be viewed as stagnation, and declining living standards can create their own threat to stability. In short, at some point, economic growth will depend on restructuring the country’s industrial and social landscape, but doing so threatens social (and political) stability. Russia can continue with the status quo, but at the cost of slow or all but stagnant economic growth, which itself threatens stability.


  Making an extended argument about the threat of labor and social protest in contemporary Russia might seem strange, since the last large-scale wave of such protests took place in the 1990s. That would explain why the last book-length study of Russian labor protest was Graeme Robertson’s The Politics of Protest in Hybrid Regimes, published in 2011.70 The relative lack of such protest since helps explain why some of the most trenchant studies of post-Soviet political economy and society—including those that this study relies on considerably—can almost ignore labor altogether. Susanne Wengle’s otherwise excellent account of the Russian electrical power sector and its impact on the peculiar path of post-Soviet (de)industrialization examines the impact of oligarchs and central state and regional officials, and the complex bargains between them, but sees little need to place attention on the actions of those from below.71 Thomas Remington’s comprehensive study of Russian inequality examined how even the most entrepreneurial regions in Russia remain constrained by various legacies of the Soviet past, and includes probably the most comprehensive account of the social and political impact of the 2008–9 economic crisis.72 However, given the weakness of Russian trade unions, he is able to summarily dismiss the impact of labor as a factor. In two of the most definitive studies of Russian civil society and protest in recent years, Moscow in Movement by Sam Greene, and Greene and Robertson’s Putin v. the People, workers and trade unions barely merit a mention.73 Again testifying to the perceived quiescence of Russia’s workers, a substantial and thoughtful study titled Protest in Putin’s Russia devotes only a few paragraphs to labor protest.74 The present book thus seeks to fill a substantial gap and to demonstrate that workers do still matter, sometimes as rather passive constraints on Russian economic growth, but sometimes as actors with the potential to directly impact Russia’s future.


  This study has relied—perhaps to an unusual degree—on the works of others. Unlike previous research by the author, which relied on intensive fieldwork in Russia’s industrial regions, the present study is the product of synthesizing a large amount of work carried out by fellow researchers. No doubt such an approach has its disadvantages. Yet a more synthetic or integrative approach also has its advantages. Most especially, it has the potential to be truly multidisciplinary, and that has been the path chosen here. This book is written by a political scientist, and the questions that it is interested in are ultimately political. Yet too often, in academic writing as well as popular discourse on Russia, too much attention gets concentrated on Kremlin-level politics, and particularly on one individual—Vladimir Putin. What follows here builds not only on the work done by other political scientists, but also on those looking at Russia through the disciplinary lenses of sociology, economics, geography, history, and anthropology. That such an approach would be necessary to understand a complex society such as Russia should be obvious, yet too often such multidisciplinary work is looked down upon as mere “area studies.”


  This book faces a further challenge, in that its main argument aims to explain why something didn’t happen: namely, that the fear of labor and social protest inhibits substantial economic transformation. A number of questions, both conceptual and methodological, could be raised about such a research question. First, Russia has already undergone substantial—indeed dramatic—economic transformation, so how can one demonstrate where the line might lie beyond which (leaders might fear) the population might rise up in reaction? Second, inevitably whenever discussing policy actions (and especially inactions), one confronts a black box in which decisions are ultimately made, and this is particularly true when the political leadership is as cloistered as it is in contemporary Russia. Third, and relatedly, there are other possible explanations for why Russian leaders might opt not to take painful policy decisions. In seeking to explain Kremlin politics, much has been written about the importance of state officials and oligarchs seeking self-enrichment, the security forces (siloviki) gaining sway over liberal technocrats, and the need for a sizable state sector and large public enterprises to serve as vote-generating machines for those in power. While none of these factors precludes the possibility that Russian leaders are inhibited by the fear of social unrest, how might the significance of concerns over potential unrest possibly be demonstrated, let alone measured?


  Such a contention is hard to prove (and probably impossible to measure). This is arguably a major reason why it has been understudied. In what follows we will proceed less through the standard methods of social science and more by building a forensic case, compiling a large amount of corroborating evidence that will hopefully build to a convincing conclusion. Whether that case is sufficiently compelling will be up to the reader to judge.


  In chapter 2 we begin to build the case by answering the questions of how and why Russia adapted to capitalism and deindustrialization through a labor market that avoided mass unemployment, relying instead on extremely flexible wages, and why that system has persisted through subsequent cycles of boom and bust. Chapter 3 explores some of the consequences of such a labor market, namely low wages and struggling industrial enterprises, and especially low labor productivity, a crucial factor impinging on economic growth. Yet instead of tackling that problem head-on, the government has pursued industrial policies that reinforce it by maintaining employment.


  In chapter 4 we explore the unique economic and industrial geography that Russia inherited from the Soviet past. This includes the large number of Russian monotowns, which have become flash points for real and anticipated labor protest, and has led to elaborate government programs to prevent that unrest. Yet government plans, announced in 2019, to shift investment toward a handful of major metropolitan centers could place Russia’s monotowns in untenable conditions, with potentially dire consequences. Chapter 5 probes Russia’s labor relations and labor protest. The avenues for resolving labor disputes have become so restricted under Putin that often the only recourse is spontaneous action taken out of desperation, resulting in a paradox of overcontrol. In chapter 6 we delve into the case of Tolyatti, the country’s largest monotown, often referred to as “Russia’s Detroit.” While at first glance the city’s auto giant AvtoVAZ looks like a successful case of massive downsizing, a closer view reveals sizable government efforts, often with unintended consequences, to prevent social upheaval. Chapter 7 directly confronts the question of how a state as strong as Putin’s Russia could yet be afraid of its own population. We explore the fear of a Russian color revolution, the importance of stability and economic growth to Putin’s legitimacy, and his use of class divisions and nationalist rhetoric to divide real and potential opponents. Then in chapter 8 we examine the potential for socioeconomic protests to combine with more radical political demands. We explore the protest by Russia’s truck drivers, whose actions demonstrate how simple economic concerns can unite otherwise isolated individuals and quickly lead to demands for political transformation. We then look, in chapter 9, at the Russian example in comparative context, in particular addressing the question of how countries immediately to the west (other postcommunist countries, especially Ukraine and Belarus) and to the east (in particular China) have dealt with (de)industrialization and labor protest. A concluding chapter follows.


  Is there really a fear of a “social explosion” in Russia? That might seem farfetched, but we will begin with an exploration of the cataclysmic 1990s, when such a fear was palpable. While such an outcome was—if barely—avoided, the means of doing so laid the foundation for Russia’s current labor dilemma. We turn to the building of that foundation in the next chapter.
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  RUSSIA’S PECULIAR LABOR MARKET AND THE FEAR OF SOCIAL EXPLOSION


  Following the collapse of the Soviet Union, Russia experienced a depression longer and deeper than that of the United States during the Great Depression. Given that, I seek to answer three related questions: How did Russian workers survive the 1990s? Why did the Russian labor market respond with extreme flexibility in wages instead of massive unemployment? Why have these labor market practices persisted through the Putin era, beyond the oil boom of the 2000s and into the present?


  The groundwork for such practices was laid during the Soviet period. The bulk of Soviet industrialization took place in the Stalinist 1930s, when a “revolution from above” turned peasants (then roughly 80 percent of the Soviet population) into workers, and created, in little more than a decade, an industrial society.1 With the massive transfer of peasants to the new factory sites, new cities were created, many, as we have seen, built around industrial enterprises (gradoobrazuyushchie predpriyatiya, or “city-forming enterprises”). This rapid industrialization created the Soviet “coal and steel economy,” centered on large enterprises.2 Since planners saw no need for market competition, the Soviet economy was biased toward large enterprises, with some of the largest industrial projects described as being “pharaonic” or exhibiting “gigantomania.” Beyond these were the thousands of new factories where a larger size was seen not as a detriment to profit making but a means to gain greater leverage and resources from ministries in Moscow (which would typically provide a greater wage bill to cover labor costs) as well as bring more prestige to the city and region. Whatever their inefficiencies, few of these industrial enterprises were closed during the Soviet period, in no small part because the factories provided a number of vital services to the cities in which they were located.


  In some ways the Soviet Union was never truly a welfare state, since the vast (if often inadequate) Soviet welfare system was largely distributed through the workplace.3 This was in large part due to what János Kornai described as the “shortage economy” in Soviet-type societies, whereby virtually all commodities, including labor, were in short supply.4 In order to attract and retain (especially skilled) labor, Soviet industrial enterprises, in the face of shortages of consumer goods and services, as well as labor, developed a unique system for providing their workforces with services, from housing to food. If a worker in a capitalist society received a wage packet and various benefits, a worker in Soviet society received that and also housing, access to the enterprise hospital, to day care and other forms of education for one’s children, often employment for one’s spouse, trips to rest homes and vacation centers, and consumer goods ranging from automobiles to perishable food items.5 Yet this enterprise paternalism was ultimately coercive in that the enterprise provided goods that were not available on the market and were distributed on a discretionary basis through personal ties to superiors.6 Nevertheless, largely as a result, the enterprise became the central social unit of Soviet society.


  With the dictatorship of the Communist Party ostensibly ruling in the interests of the working class, unions in the Soviet system functioned very differently from the typical unions found in a capitalist society. Especially in the post-Stalin era, Soviet trade unions were concerned primarily not with the protection of workers, but with the distribution of social benefits within the enterprise.7 Functioning essentially as social welfare agencies, unions were responsible for distributing enterprise-owned and enterprise-controlled housing and consumer goods, as well as trips to the enterprise resort centers and children’s camps, and for maintaining the enterprises’ day care centers, “houses of culture,” sports teams and musical groups, and the like. Unions also distributed the state’s social insurance fund.8


  Unions, at the behest of management, distributed scarce goods in an effort to retain skilled workers. This was critical, since given the shortage of labor, workers could and did take advantage of the ability to leave one job for another, seeking those with the best package of pay and in-kind benefits. This led to many complaints from economic officials and enterprise directors of the problem of labor turnover (tekuchest′ kadrov).9 In short, in Albert Hirschman’s well-known metaphor, workers under the Soviet system lacked “voice,” either through their unions or the political system, but they successfully used their power of “exit.”10


  Yet without voice—or more precisely, the lack of an institutional mechanism through which workers might channel their collective grievances—Soviet workers presented a potential challenge for the ruling Communist Party. A number of observers argued that there was an informal “social contract” between regime and society, especially blue-collar workers, who benefited from full employment, roughly egalitarian wages, and the toleration of slack work rules; in return, workers provided the social basis of support for the Soviet system.11 Such an arrangement, however, meant that the system must continue to “deliver the goods,” which led to a contradiction, given that workers often found little incentive to be productive, creating further shortages rather than the satisfaction of worker expectations. Particularly since this was a “contract” that was never negotiated, but one implemented from above, when the regime challenged social expectations, say by raising the prices of basic goods or revising pay rates downward, workers often rose up in spontaneous protest. This was particularly true in the Soviet bloc countries of eastern Europe, especially (though not only) in Poland. Such protests were quickly repressed, often with bloodshed. Though such incidents were fewer in the Soviet Union, the example of Novocherkassk in 1962, where twenty-five workers protesting price increases were shot and killed, with another seven later executed and many more injured and imprisoned, became infamous throughout Soviet society.12 (As we shall see, Novocherkassk remains a historical touchstone for Russian society to this day.) In most every case, such protests were unanticipated by the authorities, who lacked adequate information and feedback to adequately judge where society’s breaking point might lie—a concern that continues to resonate for Russia’s leaders.


  Thus, in Soviet times it was argued that simple price rises—say raising the price of bread, which remained unchanged from the Stalinist era through Gorbachev’s rule—would be enough to set off spontaneous protest.13 There would appear to be much irony in such beliefs, shared by top officials and those on bottom of society, since there was very little open protest in the Soviet Union from Stalin’s time until Gorbachev’s perestroika. Yet by 1980 the rise of Poland’s Solidarity movement, led by workers amid growing shortages and quickly leading to radical demands such as the right to form an independent trade union, which could only be suppressed through martial law, clearly demonstrated to Soviet leaders that worker protests posed a direct challenge to Communist Party rule.


  When Gorbachev, realizing that the Soviet economy could no longer “deliver the goods,” began implementing radical changes to the Soviet system—promising to fundamentally revise the old social contract—he was faced with worker protests, most dramatically with the Soviet coal miners’ strike of 1989. Four hundred thousand coal miners, from western Ukraine to Sakhalin in the Far East, went on strike throughout the Soviet Union, occupied city squares, and articulated demands that ranged from the provision of more consumer goods to the deepening of political and economic reforms. As economic conditions worsened and the political space widened, the coal miners became radicalized, and struck again in the spring of 1991, this time allying with Yeltsin and other reformers, and called for a general strike demanding an end to the Soviet system.14 Hence Gorbachev’s later reflection that the miners’ strike wave marked the beginning of the end.15 Such a dramatic example of worker radicalization is one that Russians of a certain age would surely remember.


  The Market Transition


  The assessment of workers as powerful social actors in the old regime carried over into the new era. Since the postcommunist liberalization—nothing less than a full-scale transformation from communism to capitalism—would entail quite a bit more hardship than merely raising the price of bread, the specter of a “social explosion,” led especially by labor, was raised repeatedly by political analysts, labor experts, and politicians in the region.


  Such beliefs helped shape strategies of economic transformation throughout the former Soviet bloc. That workers were potentially powerful was implicit in the arguments for both radical and gradual economic reform plans.16 Those pushing radical reform—especially rapid privatization—argued that workers had become the effective owners of state enterprises in the late communist period, and that profits were being consumed by wages. Labor was strong and had to be broken. Gradualists, on the other hand, argued that such actions would lead to a backlash from workers and others that would undercut reform.


  Yet Russian president Yeltsin and his advisers not only chose the path of radical reform, but did so with initially few visible signs of resistance. Though Soviet leaders had long refrained from raising prices, the Russian government liberalized prices almost immediately on becoming an independent state, on January 2, 1992. Yet while there was much grumbling as inflation soon reached the heights of hyperinflation, at first there was little organized protest, at least from workers. Radical reform continued apace, including rapid privatization, so that by June 1994 around fifteen thousand enterprises, with about seventeen million employees, amounting to roughly two-thirds of the industrial workforce, were now under private ownership.17


  Yet the manner as well as the pace of privatization sent Russia down a particular path. The new owners often acquired assets at very low prices. As well as the oil and metals firms obtained by the rising oligarchs, many large enterprises were obtained for a few million dollars each.18 Since the very concept of privatization was immensely unpopular, the Yeltsin government worked to make it more palatable through the distribution of privatization vouchers to citizens, and the most widely adopted form of privatization was nominally to “insiders”—workers as well as managers. Yet in most cases such assets were typically quickly transferred to the powerful and well-connected.19


  The oligarchs and regional barons who emerged had little incentive to invest in the industrial assets they had obtained, and typically sought to siphon off anything of monetary value, often for sale abroad. There was little attempt at the time to take advantage of Russia’s vast industrial infrastructure and its qualified and relatively inexpensive labor force. While substantial restructuring would have been required to make many industrial sectors efficient, and many firms would have needed to find new product lines, such an option was closed off by the decision to open Russia’s economy almost overnight to global competition.20 With the exception of processed metals, Russia would from then on become an exporter of fuels and other raw materials, rather than of industrial products, with a profound impact on Russia’s vast industrial labor force.


  Economic Collapse and Russia’s Labor Market


  From the early 1930s until the end of the Soviet period, Russians had no experience at all with unemployment (not to mention bankruptcies). With the end of the communist period, Russian workers faced a dramatic shock in the rapid conversion of the labor market from one of labor shortage to labor surplus.21 As Gimpelson and Kapeliushnikov recall, “most international and Russian experts strongly believed that a sharp jump in open unemployment would be unavoidable.”22 They point to a study jointly published by the IMF, the World Bank, the OECD, and the European Bank of Reconstruction and Development that predicted unemployment to range from twelve to fifteen million by 1992.23 Russia’s labor minister Alexander Shokhin predicted that thirty million Russian workers would lose jobs over the first year of reform, with half of them becoming unemployed for the long term.24 Yet to the surprise of almost all observers, despite an economic decline much greater than had been anticipated, Russia avoided massive unemployment.


  During the Great Depression in the United States, while real wages remained stable, unemployment rose to between 20 and 25 percent. In Russia, notwithstanding a downturn deeper and longer than the US experienced during the Great Depression, the result was the opposite: in what some have called the “Russian model” of labor market adjustment, wages rather than the number of jobs became extremely flexible.25 In the 1990s, according to official statistics, Russia’s GDP declined by roughly 40 percent at its nadir; in terms of industrial output, Russia’s factories produced about half the goods they did prior to the collapse of communism.26 Yet Russian unemployment only exceeded 10 percent six years after the start of the economic decline, and reached a maximum of 13.3 percent only briefly in 2008 (see figure 2.1).27


  What explains this strange phenomenon? Why did unemployment remain low when Russia’s economy shrank almost in half? Moreover, why, despite such a dramatic drop in output, were there so few closures of large (and often inefficient Soviet-era) industrial enterprises?


  One straightforward answer would appear to be a continuation of the paternalistic mentality and practices of the Soviet past. In human terms, the industrial enterprise was known as the “labor collective.” As “both a real and symbolic community,” the labor collective was central to the lives of the large number of Russian workers.28 Given the centrality of the workplace as a social unit, with the economic crisis workers developed a contradictory relationship with managers: alongside their conflicting interests in the workplace, they had a common interest seeking the survival of their enterprise, resulting in a “supplicatory unity” of workers and managers before the Russian state, seeking support for their struggling workplaces and livelihoods.29
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  Especially in the first years following privatization, managers had an additional incentive to maintain this paternalistic relationship. The vast majority of enterprises chose the “second model” of privatization, where the majority of shares were at least nominally allotted to the “labor collective.” In these conditions, enterprise directors still needed the tools that had worked for them in the past to keep the labor force quiescent, so as to keep themselves in office; and with ownership the ultimate goal, the stakes were higher than ever before. Even when property rights formally shifted to management, as they typically did, a strong stakeholder mentality remained among the workforce. The new owners often sought to provide benefits and other incentives to maintain a loyal workforce that secured them against possible predation. Should the employees succeed in striking, however remote the prospect, they might well force out the management team, signal the enterprise’s vulnerability to outside takeover, or perhaps invite the renationalization of the firm by regional governments.30


  In a case study of two very similar firms (in this case banks), one controlled by “insiders” and another by “outsiders,” Veronika Kabalina found that paradoxically the insider firm performed better precisely because, in Russian conditions, some of the old (and more political) management methods were more effective than newer (and more economic) ones. She concluded that whereas the management style of the outside owners led to conflict, the common interests of insiders, both managers and workers, in preserving jobs served not as an obstacle but as a “stimulus to reconstruction” of the enterprise, and thus “such socially responsible behavior on the part of management is rational, for without it there would be a significant increase in the risk of social disintegration.”31


  Yet by itself paternalism cannot explain the phenomena of the flexibility of wages rather than jobs, let alone the lack of closures of large enterprises. In Soviet times the in-kind benefits distributed through the workplace were intended to recruit and retain workers given the labor shortage, by providing goods and services that were otherwise in short supply. In the post-Soviet context, both those conditions changed dramatically: the labor shortage ended abruptly, and the consumer market became quickly saturated. Rather surprisingly, however, given at least the threat of unemployment, workers, rather than becoming more dependent on their places of work, responded in ways they had in the past: the high rates of labor turnover continued, as skilled and younger workers left for better prospects. Firms, even in a period of economic crisis, continued to hire, if at lower rates.32


  Besides the paternalistic mentality, the expectations of workers about preserving the “labor collective,” and the need for managers as new owners to maintain social peace within the enterprise while consolidating their property holdings, the owners and managers of privatized enterprises had more direct incentives for making wages rather than jobs flexible. Even though labor laws were rarely enforced in the immediate and chaotic post-Soviet period, enterprises were legally obliged to pay three months of unemployment benefits to workers that had been let go.33 Further, with the high rate of inflation that followed market liberalization, the government imposed an excess wage tax to prevent large increases in wages. Though this was later repealed in 1996, the law contributed to the enduring practice of employers paying their workers a low nominal wage, with supplemental pay being given as a bonus, often as cash “in the envelope” and thus free from taxation.34


  One might assume that the ideal preference for Russian employers would have been to lay off their least desirable workers and redistribute their pay to their most skilled and desirable workers, employing the least number possible to meet demand for one’s product.35 Yet given the chaos of the 1990s, with the unpredictability and variable quality of supplies, the deterioration of equipment and infrastructure, and, not least, the difficulty of obtaining needed investment, managers relied on cheap labor to maintain production. As Gregory Schwartz argued, “what has saved many enterprises in such conditions [was] the existence of extremely low wages, providing the flexibility needed to cushion the effects of the crisis and to survive the transition without fundamentally restructuring.”36


  Reducing hours proved to be the simplest way to adjust labor costs, through forced or administrative leave (unpaid or partially paid) and part-time work. Wages could be cut simply by failing to adjust them for inflation. Moreover, since the nominal base wage was (and often remains) so low, “a considerable portion of total wage payments is variable and not fixed in labor contracts,” often in the form of premiums and bonuses.37 This meant that wages could also be quickly adjusted upward during economic growth. The flexible part of the wage bill could reach above 50 percent of total wages, as it did in the boom year of 2005 for the oil and gas and metallurgical industries.38 But as a result, during an economic downturn, wage costs are cut almost automatically.


  Thus, one reason for avoiding layoffs was simply that labor was cheap and wages were flexible. Paying through bonuses and often in cash gave managers additional leverage over their workforce, as real wage differentials within the firm could be quite high, and often depended on personalized relations with managers.


  Regional Politics and Social Implosion


  There was a further compelling reason to avoid mass layoffs, let alone the bankruptcy and closure of large industrial enterprises. Since Russia had not experienced unemployment since the 1920s, there were no institutions in place to cushion the blow of losing one’s job, or deal with unemployment as a widespread social phenomenon. Unemployment benefits were (and, as we shall see, continue to be) paltry. With the Soviet welfare system being distributed through the enterprise, closing those workplaces could lead to social disaster. The Russian state, dealing with multiple crises, both economic and political, proved incapable of providing even minimal social welfare directly to its population. As Thomas Remington notes,



   The post-Soviet state was too weak to replace the Soviet model of income and social policy with one putting enterprises entirely on a market-oriented footing and providing universal, redistributive, and cash-based social protection. The central government, motivated by a mixture of ideological and purely practical considerations, off-loaded responsibility for many of the social obligations the Soviet state had managed to the regions. In assuming them, regional governments turned to the large enterprises to maintain and expand their traditional paternalistic role in providing for social welfare.39




  By the mid-1990s, 85 percent of all social spending came from regional and local budgets. Yet “faced with devastating shortfalls in their budgets, regional and local governments became still more dependent on enterprises to supply social services,” as they had done in Soviet times.40 Western advisers as well as liberal Russian reformers were trying to convince steel factories that they should focus on their core business instead of providing social services, and before long many of these services were at least nominally transferred to the various municipalities. Yet quite often those local governments simply lacked the funds to provide the services, particularly if, given plummeting production, the dominant enterprise in the town was not able to pay its taxes. While the level and quality of the enterprise-provided services declined significantly, these services took on increased importance, given the struggle of so many people to escape immiseration.41 As long as the enterprises continued to operate and provide employment, many local governments accepted the provision of essential services—such as housing, child care, and public transportation—as a form of in-kind taxation.42


  Yet the challenge was not simply separating the provision of social services from firms now meant to be operating on the basis of profit. The dilemma was also the seeming impossibility of pursuing economic logic to its conclusion and closing loss-making firms when a town and often a region were dependent on that firm not only for employment, but so much more. As David Woodruff noted, “Local leaders were completely bereft of alternatives to the social and infrastructural services provided by enterprises that would be shut down.” Among other dilemmas, “the sewage and heating of sections of major cities or entire smaller ones could be technologically inseparable from that of the industrial enterprises around which they were built. As a result, shutdown would mean massive and expensive problems for which there were no funds.”43


  Given the collapse of the economy, however, a large number of firms faced potential bankruptcy and closure, particularly those in the military-industrial complex, whose funding was severely cut in the 1990s.44 In September 1994, the deputy chief of the Samara region argued that the aircraft factory AO AVI.S could not be closed, despite being declared insolvent with a debt of 200 billion rubles, because doing so would create disastrous social consequences:



   First, the whole enormous social sphere of the enterprise (357 apartment blocks, 22 kindergartens and so on) would be left without a stable source of financing. Second, at least 8,000 workers would be laid off, adding to the ranks of the unemployed. Third, the raion [borough] and the city would lose ten billion rubles in taxes from their budgets. Fourth, if the factory changed its production over time, and made something else instead of airplanes, this would have a very bad impact on the regional economy, since 22 percent of the raw materials and parts are supplied by local enterprises, who would immediately lose their markets.45




  While capitalist logic implied the need for “creative destruction,” however painful, Russia’s regional leaders faced a different set of incentives.46 The “politics of economic transformation” suggests that the benefits of liberal economic reform, should they arrive, would be diffused broadly and sometime in the future, whereas the pain from the closure of a large industrial firm would be felt immediately by a very specific population.47 Thus, as Woodruff notes, “for a local government, the failure of a single factory employing several thousand people seemed an unacceptable disaster.”48 While reformers in Moscow might seek to deepen market liberalization, “local authorities . . . must deal with the social consequences.”49


  This divergence of interests was deepened because of the relative weakness of the federal government during the Yeltsin era, with leaders in Russia’s regions seeking greater autonomy. Thus, regional leaders pursued strategies very different from those of the central government, seeking to “prevent deindustrialization, unemployment, and labor migration that would turn provincial cities into ghost towns.”50 Since “regional governors’ efforts to keep the factory doors open were a defining aspect of the state-business relationships” in the 1990s, governors created alliances with the large enterprise owners, including oligarchs, to enlist their help for broad social aims, in order to “rescue regions and towns from decline.”51 For example, to prevent deindustrialization, regional leaders often kept tariffs for electricity low for important industrial enterprises, with such privileges “usually reserved for companies with many employees.”52 Governors could dispense with such favors in a way to cement their alliances with owners of large firms, though doing so squeezed out smaller and newer firms. For their part, these owners came to view their control over social services as a form of strategic leverage, not only with their workforce but with regional and local governments as well.


  Even new directors oriented toward the market maintained the enterprise’s traditional paternalistic role for strategic regions. According to Remington, “the importance of the enterprise for providing not just employment and wages, but also essential public services meant that the relationship between enterprises and government at the federal level and at regional and local levels was the critical factor in determining whether the market transition succeeded or not.”53 In his comparative study of the differing strategies pursued by Russia’s regions, Remington concludes that even the more democratic and market-oriented regional leaders avoided radical reforms and instead sought “subsidies to maintain production at often inefficient enterprises” and “worked actively to soften the impact for those (such as employees at the old state enterprises and workers in the budget sector) whose futures were threatened,” even if doing so “sacrificed some economic efficiency for the stake of maintaining regional stability.” In short, “even the most market-friendly of regions allowed inefficient enterprises to avoid direct competition in the global marketplace.”54


  With the collapse of the Soviet Union, the Russian government took a number of substantial steps along the road of radical economic reform. It liberalized prices, dismantled central planning, opened up to the global market, and privatized enterprises, all in rapid fashion. Yet the Russian government could not get past the step—so crucial for a capitalist economy—of shutting down large but noncompetitive and unprofitable enterprises. We have noted several reasons why Russian workplaces prevented mass layoffs and large enterprises largely avoided closure: the legacy of enterprise paternalism and the “labor collective,” the path of insider privatization, the extreme flexibility in wages, the difficulty of untangling enterprises from vital social services, and the challenge of regional leaders in avoiding social catastrophe. While all these factors likely contributed, the last points to a crucial concern: the fear of elites about the possibility of a “social explosion.” If workers had proven powerful in certain episodes in the Soviet period, how much more likely in the 1990s, when the fear of state repression had been removed and workers (and much of the population) faced catastrophic social conditions? The fear of social explosion was palpable and was often expressed in the statements of leaders on various levels.55


  In short, there appears to have been an implicit deal between the regional (and at times central) government officials and industrial enterprises: enterprises might not pay their workers, pay their bills to creditors, or pay their taxes to the government, but they should continue to take care of the “collective.”56 The government thereby lost revenue, but it prevented social unrest, which would have been disastrous for regional leaders, and likely central ones as well. Beyond the loss of revenue, the cost included the rise of a “virtual economy” based on barter, but that was preferable to social and political unrest.57


  The Crisis of Wage Arrears


  As it turned out, the expected backlash from workers did not happen, at least on the scale that had been predicted. Indeed, most observers of the period discussed the relative weakness of labor and sought to explain why a greater level of protest did not take place.58 Some, such as Anders Åslund, an economic adviser to then-president Yeltsin, argued at the time that “it is important to note that there has been little to no labor unrest in Russia, which may be proof that the situation is not so dire.”59 Yet as we shall see in chapter 5, workers were hardly quiescent, and a significant (if peculiar) strike wave did take place.60 Indeed, by the end of the 1990s, while mass unemployment and the closures of large enterprises had been avoided, conditions became so truly catastrophic that some kind of “explosion” certainly seemed possible, even likely.


  The pain of Russia’s economic shock was cushioned to a degree through low wages spread throughout Russia’s working population, rather than being concentrated on the unemployed, who would have nevertheless been a large portion of the population. As Gimpelson and Kapeliushnikov note, “It’s hard to imagine what turmoil would have resulted during the transitional crisis of the 1990s had wage levels in Russia been as rigid as they are in most developed countries.”61 Unemployment rates at Great Depression levels, in a country without any history or provisions for unemployment, could well have been a humanitarian disaster.


  Yet the low wages that resulted were difficult for many to endure. Writing in 1996, Sergei Alasheev and Marina Kiblitskaia addressed the question of “how to survive on a Russian’s wage.” Their answer was through second jobs in the informal economy, the help of family and friends, and above all lowered expectations.62 But the situation continued downward. By 1999, according to the government’s accounting, some 35 percent of the population lived below the poverty line, with most of these people considered “working poor.”63 One study of Russian social mobility—comparing class origins with class destinations—found that from 1990 to 1998, “downward mobility exceeded upward mobility by 30 percent,” and that such a downward shift, especially of that magnitude, was highly unusual among mature economies.64


  Indeed, wage flexibility had reached such extremes that wages went unpaid altogether. Often workers would not get paid in rubles but rather would be paid in kind—in products the enterprise had obtained by barter, or consumer goods the plant produced but was unable to sell, including matches, bras, coffins, and in one case, manure.65 Most dramatically, at its height in late 1998, the crisis of “wage arrears” meant that approximately two-thirds of Russian workers reported overdue wages, with those affected reporting close to five months’ pay in arrears on average.66


  With the financial crisis of 1998, the amount of wages held in arrears declined, but given the devaluation of the ruble, the value of wages that were paid declined as well, and real wages plunged to less than half of their level in 1991, the last year of the Soviet Union.67 According to one source, in dollar terms Russia’s average hourly labor costs, including benefits, as of March 1999 were fifty-six cents an hour—less than one-half of the labor costs in Guatemala.68


  According to the Russian government’s human rights commissioner’s report for 1999, Russia was “among the bottom 20 percent of the world’s nations in terms of the 33 indicators the United Nations uses to determine the standard of living.” The report also noted that “the payment of wages in the form of enterprise credit cards and vouchers is becoming a common practice, putting Russia in the same position as countries with the most primitive distribution systems.” The report charged that the chronic delays in the payment of wages were a violation of basic human rights.69


  While it was true that the amount of labor unrest was much lower than had been expected, it was hard to argue that the situation was not dire. The very quiescence of workers in such conditions, some argued, directly contributed to “increased rates of alcoholism, suicide, malnutrition, depression, and mortality.”70 As Guy Standing noted, one factor concealing the extent of unemployment was “the real disappearance of workers—in premature death,” with life expectancy for males declining from about 65 years in 1987 to 58 in 1995.71


  Probably the closest Western observer of Russian labor through the 1990s was Simon Clarke, who led a team of Russian researchers reporting on conditions in workplaces in Russia’s regions. As he summarized his findings in 1996, he emphasized “the apparent contradiction between the extremely high levels of discontent recorded at all levels of post-Soviet society and the relatively very low levels of industrial and political unrest, with very little organized resistance.” Lacking effective unions and a functioning system of labor relations (about which more later), “grievances build up until they reach the point of explosion.”72


  Such concerns were widely discussed in the Russian media. As Russia’s coal miners led a “rail war” (discussed in chapter 5), the newspaper Nezavisimaya Gazeta ran a headline that asked ominously, “On the Threshold of Revolution?” About the same time, Oleg Chernovets, a forty-year-old scientific researcher who had not been paid in six months, stated, “Russians are the world’s most patient people. We put up with things that cause revolutions in other countries. But history tells you that even Russians have their breaking point. If things get much worse, there will be a revolution here too.”73 Russian officials themselves referred to “the alarmingly high social tensions in the country.”74 Yeltsin warned the internal affairs minister Sergei Stepashin that “the situation in the country could explode.”75


  Deindustrialization, Russian Style


  Yet the situation did not explode. Moreover, and paradoxically, given the absence of massive layoffs or the closures of large industrial enterprises, Russia deindustrialized to a substantial degree. Once again, in a striking departure from Western experience, this took place with relatively low levels of unemployment. From 1991 to 2000, the percentage of those employed in industry dropped markedly, from 34.4 percent down to 28.4 percent, and by 2017 the percentage reached 26.8 percent. Meanwhile, from 1990 to 2015 the number of workers employed in Russia’s service sector grew from 45 percent to 63.6 percent.76 Thus, if Russia began its postcommunist transformation with almost as many industrial workers as service sector workers, employment has shifted dramatically so that there are now over two times as many service workers as industrial workers. By this measure Russia looks more “deindustrialized” than a number of postcommunist countries in eastern Europe that are now members of the EU.77 Yet, while Russia has certainly headed down the path of deindustrialization, industrial employment there has decreased at a slower rate than it has in the postcommunist Visegrad-4 (Hungary, Poland, Slovakia, and the Czech Republic) or than the continued rate of decline in the older (pre-expansion) members of the EU (see figure 2.2).


  The bulk of this shift in employment took place in the 1990s. Then, despite the low levels of unemployment, there were “very substantial redundancies [layoffs] from industrial enterprises with minimal opposition,” with the vast majority taking the form of either early retirement, workers let go for disciplinary reasons, or ostensibly “voluntary” departures often stemming from low pay and poor work conditions, all of which occurred “with relatively very few compulsory redundancies.”78 New hiring continued but lagged behind (at least nominally) voluntary separations, with many workers taking jobs in the service sector or the informal labor market.79


  Thus, while avoiding mass layoffs and high levels of unemployment, Russian industry has dramatically restructured, relying instead on labor market levers to prod workers individually to “exit” while avoiding the threshold that might provoke them to exercise collective “voice.”
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  While the liberal reformers in the Yeltsin administration looked to the examples of Ronald Reagan and Margaret Thatcher as inspiration for their radical reforms, their plan took a different form as the blueprints of economists met with the reality of post-Soviet society. Rather than attempting a frontal assault on Russia’s working class, such as by firing striking air traffic controllers or coal miners, deindustrialization in Russia proceeded more like a war of attrition, or to use a historical metaphor that Russians would understand, akin to the siege of Leningrad. Enterprises in the 1990s were starved of cash and credit. Managers were implicitly permitted to use whatever means they could, legal or otherwise, to induce workers to quit without massive firings. Russia’s reformers hoped these factories would not explode, but instead wither away, as workers eventually left of their own volition.


  The Survival of Large Enterprises


  By the end of the century, Russia’s deep crisis had ended. Despite the steep drop in living standards due to the collapse of the ruble in 1998, the low price of the now-devalued currency led to an economic recovery, through an inadvertent form of import substitution. Putin’s rise, first as prime minister and soon after as president, was extraordinarily well timed, as Russia’s economy benefited from a steep rise in the price of oil.


  Nevertheless, beyond the almost historically unprecedented collapse of the Russian economy in the 1990s, through the dramatic growth of the economy during the oil boom of the 2000s, and indeed, through the economic contractions of 2008–9 and 2014–16, Russia’s labor market has remained surprisingly consistent. Despite the huge swings in the overall economy, wages remained highly flexible (during the boom years, flexible upward), employment levels remained largely fixed, and despite the substantial shift of workers out of industry, large industrial enterprises remained open.


  Wages certainly increased. The economic recovery of the 2000s meant that wage arrears were replaced by extensive wage hikes: from 1999 to 2008 real wages increased each year between 10 and 20 percent.80 Yet given the steep drop in wages during the previous decade, it was not until 2007 that average wages in Russia officially exceeded those of 1991, the last year of the Soviet Union.81 More over, true to Russia’s labor market model, while wages proved flexible upward, very few additional jobs were created. During the recovery of the 2000s, GDP almost doubled relative to 1998, but total employment gained by only 7 to 8 percent.82 There is some evidence to suggest that the wage increases from 1999 to 2008 were overstated, since the gains may have reflected a greater share of wages paid through formal channels rather than as unreported cash “in the envelope.”83 Yet there is little doubt that the wage increases of the period were a substantial improvement for most of Russia’s working population. Little wonder then that Putin became popular. Yet during the economic crisis of 2008–9, the Russian labor market responded in predictable fashion: while GDP declined by 7.9 percent in 2009, unemployment rose by only 2 percentage points. Instead, real wages declined by 3.5 percent overall, and 7.2 percent in manufacturing.84 The labor market reacted similarly during the downturn of 2015, when the unemployment level (at approximately 5.5 percent) remained virtually unchanged from the previous year, and at a lower level than it was at the height of the boom years of the 2000s.85 In short, Russia’s labor market model has persisted, virtually unchanged, through over twenty-five years of dramatic booms and busts.


  Further, despite the substantial shift of Russia’s workforce from the industrial to the service sector, Russia hardly appears postindustrial. While Russia’s largely passive approach to restructuring had maintained “social stability,” it had done so while avoiding the closure of its large industrial enterprises.86 To be sure, there have been closures of many firms in Russia, industrial as well as nonindustrial. One can walk through many industrial towns and regions in Russia and see the empty shells of former workplaces and warehouses.


  Yet the vast majority of closures have been in small and medium firms, while with some important exceptions, large industrial enterprises with many employees have avoided closing their doors. In urging Russia to undertake further liberal reforms, the World Bank has complained that Russia has retained “a legacy of gigantic establishments. Compared to Western market economies, Russia has huge, over-staffed establishments of low productivity.”87 However, the survival of such firms stemmed not simply from a reticence to carry out further market liberalization. As Remington found in his comparative study of Russia’s regions, “even the more democratic regimes featured high barriers to entry for small business owing to a policy emphasis on ensuring the survival of large, formerly state enterprises on which the survival of the region depends.”88 That large firms were privileged over small and medium firms is clear from looking at the composition of Russia’s labor force by firm size: only 10 percent of Russia’s workforce is employed by small and medium enterprises, whereas the corresponding figures in the EU and the US are 72 and 52 percent.89 As of 2014, in Russia 80 percent of employment in manufacturing was in firms with over 250 employees. In this, Russia is a rather extreme outlier; in OECD comparator countries, only the US (at 63 percent) has much more than half of manufacturing employees in enterprises of that size (see figure 2.3).


  Moreover, many of these large enterprises are a legacy from the Soviet past. As Russian economist Vladislav Inozemtsev has argued, as of 2015 “seventy-four of the largest 100 Russian firms by market capitalization work almost exclusively with fixed assets dating from the Soviet era.” In contrast, roughly half of the thirty US companies that make up the Dow Jones Industrial Average were not part of it
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  in 1991, and only four of China’s one hundred largest companies (by capitalization) were centrally dependent on productive capacity first brought online more than twenty-five years earlier.90


  Without question, many large firms have become more competitive over the last two and a half decades, as market pressures have, among other things, pushed many workers in overstaffed factories to leave by attrition. As we shall see, beyond the oil and gas sector, a number of giant metallurgical firms have become successful on the global market through partial modernization, low wages, and competitive exchange rates. Yet as will become especially clear in discussing Russia’s many monotowns (chapter 4), a large portion of Russia’s large industrial enterprises continue to struggle as economically viable operations. A considerable number operate with obsolete technology, and others are poorly located in relation to markets. In short, rather than engaging in the painful process of closing unprofitable plants and relocating populations, Russia has instead opted, in the evocative phrase of Gaddy and Ickes, for the strategy of “keeping the lights on.”91 Indeed, as Gimpleson and Kapeliushnikov state, “a significant proportion of Russian firms remain loss-making so that their workforces continue to produce negative value-added. This is a vivid indication of unfinished restructuring. Even in the very successful year of 2007, after 9 years of buoyant growth, every fourth Russian enterprise reported zero or negative profits.”92 By 2016 the proportion of firms operating at a loss was close to one-third.93


  Stability and the “Vertical of Power”


  Viewed in hindsight, it hardly appears surprising that with the deep economic crisis of the 1990s and the weakness of the central state, regional leaders and new owners worked to prevent large-scale social unrest that might create further chaos and threaten their positions and property holdings. The response might not have been well thought out, but it was understandable, as an almost emergency-style response to a profound crisis.


  What is more surprising, however, is that this response—a labor market where wages rather than jobs were extremely flexible, and the closing of large industrial firms was avoided—persisted through the boom of the 2000s, that is through conditions directly opposite of economic crisis. Just as wages had gone way down, they rose significantly during the boom, and then adjusted downward once again in 2008–9 and 2015. Moreover, not only did economic conditions change substantially from the 1990s to the 2000s, but the political context changed as least as dramatically, from the near state collapse of the Yeltsin years to the increasingly authoritarian leadership of Vladimir Putin. Hence one of the central puzzles that this book seeks to answer: What explains the persistence of Russia’s peculiar labor market, and the persistence of its large industrial enterprises, across such wide-ranging variation in economic and political conditions?


  Part of the explanation lies with path dependence: once enterprises had adjusted in a certain fashion, they found it cheaper and easier to continue to do so. For employers, while avoiding layoffs might not have been their first preference, they soon learned to regulate wage costs by keeping them extremely flexible. Yet continuity is also visible in the continued operation of large, inefficient firms. One prominent explanation for this phenomenon is the centrality of oil and gas to Russia’s economy. At the World Economic Forum in Davos in 2003, Putin stated that while Russia above all sought “stability, both political and economic,” he promised that this did not mean the country would “fall asleep under the warm blanket of petrodollars.”94 However, that appears to be just what happened. The assurances of not succumbing to the “oil curse” notwithstanding, the share of oil and gas in Soviet/Russian exports increased from 37 percent in 1989 to 66 percent in 2013.95 Logically at least, Russia’s economic rebound with the turn of the century, driven above all by the boom in world oil prices, could have provided an opportunity for a relatively costless restructuring of Russia’s industrial landscape, for example by investing the oil profits into new areas of economic activity. Yet that is not typically how oil-rich countries operate, and Russia proved to be no exception. If closures of large workplaces were avoided despite the significant economic pressure of the 1990s, the boom of the 2000s largely removed the compulsion to make painful economic choices.


  A number of observers have noted how this worked in practice. As Inozemtsev argued, “There was an unprecedented (and unspoken) deal: economic prosperity in exchange for political stability. . . . To bolster this stability, the government defends Russian industry with protectionist measures and allows tens of thousands of Russian companies to exercise a virtual monopoly on the markets. The rise in costs has pushed up prices . . . but in Russia it is offset by redistribution to the poorest of some of the country’s oil profits.”96


  Gaddy and Ickes contend that during the oil-fueled boom of the 2000s, Russia “did worse than merely fail to dismantle this [industrial] structure. For the sake of job preservation and social stability, it used its windfall wealth to reinforce it.”97


  While dependence on oil exports can help explain the persistence of Russia’s rather peculiar labor market and the survival of large industrial enterprises, as global commodity prices have varied considerably over the years so has the significance of oil and gas sales to the Russian economy. Thus, while arguments about the “oil curse” are helpful for explaining outcomes in the Putin years, they cannot account for the origin of Russia’s labor market model, nor how that model has endured through various cycles of boom and bust.


  Russia’s labor policies have persisted through dramatically different political conditions as well. If the Russian state under Yeltsin could be considered weak, not so under Putin, especially over time. This was particularly true regarding the relative power of the federal state and Russia’s regions, which had been transformed from the often-rebellious regional leadership of the Yeltsin years, with governors acting in their own interests in defiance of central authorities, to a recentralized “vertical of power” under the increasingly authoritarian control of Vladimir Putin. Though the locus of power has shifted, the crucial importance of “stability” remained throughout; whereas in the 1990s it was regional leaders who were most concerned with maintaining social stability in their regions during a calamitous period, Putin made the promise of stability a central tenet of his presidency, and judged regional leaders accordingly. Needless to say, such an emphasis on “stability” largely ruled out radical restructuring, let alone mass unemployment and the closure of large industrial enterprises.


  While there was little alternative during the crisis years to ensuring that enterprises continued to provide the minimal guarantees of social survival, doing so allowed for some features of the system of enterprise provision of social benefits and services to survive beyond the 1990s into the 2000s.98 Yet this was not simply a matter of path dependence. With the new millennium there was dramatic change not only in the degree of power consolidated by the federal state, but also its orientation, which roughly speaking veered over time from liberal to statist.


  Liberal advisers to the Kremlin consistently argued that subsidies to keep former state enterprises open, and to maintain populations in the inhospitable climates of Siberia and the Far North, were economically unsustainable. Yet as “the site of regulation shifted from regions to Moscow, the efforts of liberal reformers to abolish old subsidies had mixed results.”99 Regional leaders, later joined by government proponents of a more statist orientation, were alarmed by the prospect of removing subsidies, which they saw as leading to mass migration and the creation of ghost towns. Instead, they sought a policy of transforming and modernizing existing population centers.100 In the end, the Russian state followed something of a compromise strategy. It sharply reduced (and in some cases eliminated) state support for people living in Russia’s remote regions. Mass migration from Russia’s Arctic population that had begun in the 1990s, at times leading to abandoned villages or towns, continued, though at a reduced pace.101 The “federal government remained committed, however, to supporting Soviet-era industrial enterprises, to both foster economic diversification and avoid turning provincial cities into ghost towns.” Thus “while reasserting the center’s authority over the regions, Putin still had to provide solutions to the problems that regional governors had been grappling with since the 1990s.”102


  In short, with the statist perspective dominant, considerable concessions were made to large industrial firms during the height of the oil boom from 2003 to 2008. The increasing amount of state intervention and ownership under Putin’s leadership, a point that is fully consistent with arguments about the centrality of oil and gas exports to the economy, forms another part of the explanation for the persistence of Russia’s industrial and labor policies. Under Putin, the freewheeling oligarchs of the Yeltsin era were brought under control or replaced by those who had direct ties to Kremlin leaders. Given this increasingly statist orientation, the concern of oligarchs over loss-making firms was replaced by the desire to remain in the good graces of the state, in order to retain control over assets and seek state intervention to avoid market competition. For Russia’s business titans, part of remaining in those good graces entails ensuring social stability, or at least avoiding widespread social disruption in their economic enterprises and the localities in which they dominate.


  Even with the reassertion of a “vertical of power” and an increasingly statist economic perspective, direct state intervention was the exception, and regional leaders were most often tasked with pursuing strategies that were, if nothing else, minimally disruptive. If regional authorities viewed a restructuring project as a potential political challenge for them, threatening social stability (at least in their perception), they would typically use their administrative levers to block it or slow it down. Indeed, the default position of the government on various levels has been to anticipate and prevent the mass downsizing of large enterprises, rather than offering targeted assistance to workers that might be let go.103


  Whether governors were elected and thus (at least somewhat) accountable to their populations, or whether they were appointed by Putin, they were largely judged on their knack for maintaining stability. Stability in part meant being able to deliver winning results for Putin and his allied party United Russia come election time. Yet as the 2018 presidential elections approached, and in anticipation of such post-elections measures as raising the pension age, Putin appointed a round of new governors in various regions. As Pavel Baev noted, “These new governors’ main task . . . amounts to ensuring that the cuts in the distribution of social expenditures produce no street protests.”104 Of course, the closure of large enterprises would hardly contribute to social peace or producing votes for the status quo. As Natalia Zubarevich, the leading expert on Russia’s regions, put it, “life compels any governor to take into account the interests of various large corporations that exist in the region.”105


  Moreover, increasingly Kremlin-oriented oligarchs shared the same goal of economic and political “stability.” Together these powerful actors had a considerable interest in ensuring that a significant part of the population remained dependent on the state—through the expansion of employment in the “budget sector” or in state-owned or state-dependent large enterprises—and thus that workforce would share a material interest in “stability” as well.106 As we shall see, large and state-owned enterprises are increasingly called on to generate electoral support for Vladimir Putin and United Russia. Postcommunist Russia inherited a substantial legacy regarding labor: large industrial enterprises, which in many communities formed the center of social life for the working population. While workers were accustomed to a labor shortage, immediately into the post-Soviet era the labor shortage was transformed into a surplus of labor. Yet rather surprisingly, and contrary to the predictions of most experts, the result was not mass unemployment but extremely flexible wages, including at times their nonpayment.


  There are several explanations for the rise of what became known as Russia’s labor market model: the legacy of socialist paternalism and the mentality of the working unit as a “labor collective”; the incentives privatization created for managers and new owners; the motivations of regional leaders as they sought to survive the crisis; and above all, the fear of many of a possible social explosion as Russia suffered through an economic decline worse than the Great Depression.


  While an explosion was avoided, Russia did experience a substantial strike wave (explored in chapter 5), stemming in large part from a crisis of wage arrears. Deindustrialization did indeed take place—a substantial portion of Russia’s workforce shifted from industry to the service sector and informal employment—but without mass unemployment or the closure of most large industrial enterprises.


  Almost as surprising was the persistence of Russia’s model of labor market adjustment into the 2000s, under economic and political conditions that could not have been more different. While arguments about the “resource curse” cannot explain how this model first arose, they can help account for why it persisted during the economic boom of the 2000s. This coincided with a more statist economic approach of the new Russian government. Alongside the shift in power from regional leaders to a “vertical of power” centered in Moscow, Kremlin-aligned oligarchs and political leaders from the local to the federal level shared an interest in promoting “stability,” a watchword that was the antithesis of radical restructuring.


  Yet the promise of continued stability rested somewhat uneasily on the assumption of continued economic growth. That assumption could be made effortlessly during the years of high oil prices, but worsening economic conditions exposed underlying chronic challenges, much as a receding tide at the beach reveals what had previously been submerged. We will explore a number of these challenges in what follows, starting in the next chapter with an examination of a trap of low labor productivity, and industrial policies that appear to have been aimed less at resolving that predicament and more at continuing to prop up employment.




  3


  


  RUSSIA’S LABOR PRODUCTIVITY TRAP


  Though Russia avoided mass unemployment during the economic crisis of the 1990s, it did so at the cost of extremely flexible wages; further, steady employment levels combined with flexible pay persisted during the boom of the 2000s and through two subsequent economic recessions. Moreover, the Russian economy also avoided the closure of most large enterprises. In doing so Russia has, with some important exceptions, escaped widespread labor and social protest. But this has not come about without costs. This chapter explores two related questions: First, what are the economic consequences of Russia’s labor market patterns and their potential impact on economic growth? Second, why, given that unemployment remains relatively low, has the Russian government pursued an industrial policy aimed at creating and maintaining jobs? These economic questions have important—in some cases vitally important—broader consequences. While the survival strategies of the 1990s prevented social catastrophe, they have left Russia ensnared with low productivity, low wages, and slow economic growth, all of which have considerable social and political impact.


  Russia’s Low Labor Productivity


  The challenge of Russian industry is connected to an even larger problem, which we might call a trap of low labor productivity. As Paul Krugman has noted, “Productivity isn’t everything, but in the long run it is almost everything. A country’s ability to improve its standard of living over time depends almost entirely on its ability to raise its output per worker.”1 For Russia, productivity is particularly compelling, since without the high oil and gas revenues of the 2000s, future economic growth will almost certainly depend on increasing labor productivity.


  Moreover, Russia faces a particularly serious demographic challenge. While it is not the only country confronted with an aging population, Russia will see a significant population decline, particularly in its working-age cohort. According to Kudrin and Gurvich, “the government should anticipate an 8% reduction in the labor force by 2030, a trend that could become a serious constraint on growth of the Russian economy.”2 Yet that decline in the working-age population would be less of a challenge if those that are working are able to produce more, making the question of productivity all the more crucial.3


  Numerous statements by President Putin suggest that he understands the significance of productivity to Russia’s economic growth. During his annual press conference in December 2019, Putin acknowledged, “Yes, we do have many unresolved issues in the economy, very many, and the key one is increasing labor productivity and on this base increasing the economic growth rate.”4


  Russian labor productivity is very low by comparative standards. According to the OECD, for every hour worked, a Russian worker contributes the equivalent of twenty-three US dollars to GDP, while the comparative figure for both the US and Germany is sixty-eight. Indeed, Russian labor productivity is lower than that of Chile and Turkey. Of OECD comparators, Russia outranks only Mexico and South Africa (see figure 3.1).


  Why does labor productivity remain so low, thirty years after Russia entered the global capitalist economy? Certainly many factors affect labor productivity, such as the level of technology and investment, property rights, and a predictable legal environment. That is the capital side. But there is also the labor side. In the postwar Swedish model, for example (admittedly, one that is increasingly under threat), comprehensive wage agreements between unions and employers pushed the latter to increase productivity in order to meet wage commitments and remain globally competitive. In the US, Wall Street pushes corporations to cut labor costs, through offshoring or automation, in order to boost profits. In Russia, a central challenge has been how to shift labor from less productive (and often Soviet-oriented) sectors to more productive ones.


  One cause of low productivity, and also of Russia’s failure to become less reliant on the export of oil and gas and other commodities, is that it missed an opportunity following the Soviet collapse to develop a competitive industrial sector. Russia entered the postcommunist period with a highly educated population, especially in science and engineering, a skilled workforce with low wage demands, considerable industrial infrastructure, and relatively good access
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  to markets in Europe. Yet rather than creating an industrial policy that might allow manufacturing firms to adapt and compete on world markets, much of that potential advantage was squandered in the headlong rush of “shock therapy” to open the economy to global competition.5


  Nevertheless, for the reasons we have explored, the Yeltsin-era government proved unable to follow that free-market logic to its conclusion and compel the closure of loss-making large enterprises. Even by 2011, despite the oil-fueled growth of the 2000s, the World Bank complained that since “manufacturing industries are protected from foreign competition, inefficient firms are kept in business through state aid,” and that “most sectors of Russian manufacturing are globally uncompetitive, suffering from low quality and low levels of innovation.”6


  One explanation for a country’s uncompetitive manufacturing sector might be that wage increases have exceeded gains in productivity. Consistent with Russia’s labor market model, with economic growth following the recovery of 1999, pay for Russian workers shot up dramatically. Indeed, from 1999 until the recession of 2008, real wages in Russia increased each year between 10 and 20 percent.7


  This has led some liberal economists, such Kudrin and Gurvich, to argue that, far from suffering from low pay, the Russian economy has been hindered by wage gains that make Russian businesses unprofitable and noncompetitive.8 They argue that “part of the windfall [from oil and gas exports] that remained with producers after taxation went to wage increases, not just in the oil, gas and metals branches, but across the entire economy. As a result, real wage growth far outstripped growth in labor productivity.”9 With this in mind, Kudrin and Gurvich call for stringent measures to curtail wage gains above productivity levels, such as “facilitating the movement of factors of production from less efficient to more efficient industries, i.e. to intensify what Schumpeter calls the process of ‘creative destruction.’”10


  Yet such an argument falls short on at least two grounds. First, Kudrin and Gurvich make 1999 the starting point of their comparison of wage levels, thus counting the years of wage increases but not the earlier years when wages collapsed. As we have noted, it was only in 2007 (the year before the global recession) that average wages in Russia officially exceeded those of 1991 (the year of the Soviet collapse).11 Measured by cost per output, Russia’s labor force was no more expensive in 2015 than it was in 1997.12 Second, while wages overall increased dramatically from their low levels during the recovery, they did not do so universally. While unit labor costs were stable in Russia overall from 1997 to 2015, in industry there was a dramatic reduction in wage costs by roughly one-third, so that by 2015 industrial wage costs were at their lowest level since 1997. Thus, Gimpelson and his colleagues conclude, “paradoxically, if the share of remuneration in the economy as a whole is currently near a historic high, in industry it is near a historic low.”13


  The precise level of wages in industry is difficult to calculate, given the value of hidden cash wages. Yet the argument of Kudrin and others that wage gains impede Russia’s global competitiveness holds little water, since much of the gains in wages have taken place in the service industry and other “nontradable” sectors.14 Indeed, despite the protectionist measures that the World Bank and others claim hold back Russian industry, competitive pressures have clearly led Russian manufacturers to squeeze labor costs. Moreover, despite the productivity challenges mentioned above, Russian industry has become more productive, in that productivity gains have greatly outpaced any increases in wage costs. As will become clear, there is little evidence that these gains in productivity have come from investment in new technology. Nor have the reductions in labor costs come from shedding labor: employment levels in industry have continued to shrink through voluntary departures, but not dramatically so. Instead, much of the gains in industrial productivity appear to have come from holding down wages. Such an approach might help explain a seeming paradox: while competitive pressures have pushed Russian industry to increase productivity, few manufacturing sectors in the country produce viable exports.


  Russia’s Minimal Minimum Wage


  As we have noted, while wage levels have recovered somewhat during periods of growth, during economic downturns (as in 2009 and 2014) wages—but not the number of jobs—have gone down again. In May 2016, when Russia faced a slow-growth economy (following the end of the oil price boom), Russian employers continued to respond with low wages; according to Sberbank’s chief analyst, Russia’s average monthly pay, at $433, was lower than that of China.15 Such comparisons make all the more puzzling the question of why Russia does not produce more competitive exports. Russia’s low wages are also puzzling given demographic pressures, since the decline in the working-age population ought to mean greater demand for labor, pushing wages upward.16


  A solution to the demographic challenges would be to allow for greater immigration of labor from abroad. As Caress Schenk argues, however, here the regime has had to balance competing demands: allowing enough migration to assist the economy and keep employers happy, while being seen by the broader public to be restricting migration perceived as a threat to the jobs of Russians.17 More over, much of the labor migration from Central Asia involves unskilled workers, tending to push wages and productivity downward, particularly as migrants are especially vulnerable to violations of labor law.


  One indication of Russia’s endemic problem of low wages has been the chronic challenge of raising Russia’s legally defined minimum wage to the level of the officially determined “minimum subsistence wage,” below which individuals are said to be in danger of failing to consume enough calories to maintain their body weight. While poverty is a significant problem in Russia—indeed, government officials consider it to be a major factor preventing economic growth—widespread hunger is not.18 As we shall see shortly, the informal economy is one explanation for why such a low minimum wage, and low wages generally, haven’t led to hunger. Yet given low wages, some claim that one drag on labor productivity is the amount of time and energy that workers continue to devote to growing food on private plots.


  The new labor code that Putin enacted in 2001 shortly after he took office (discussed in detail in chapter 5) promised to eliminate the discrepancy of a sub-subsistence minimum wage. At the time the minimum wage was notoriously low: while cross-national wage comparisons are difficult, one comparative study found that by November 2001 the minimum wage in Russia amounted to six cents an hour, lower than in Vietnam, where the minimum wage was twenty cents an hour.19 Yet sixteen years later the discrepancy remained. In 2017 the minimum wage was 7,500 rubles ($131) per month, while the subsistence wage was 10,600 rubles ($185) per month. According to official statistics, one in ten workers in Russia were being paid subsistence wages or less.20 Moreover, as Vice Premier Olga Golodets admitted, it was impossible to survive on the subsistence minimum alone.21


  During his 2018 reelection campaign, President Putin promised to raise the minimum wage to the subsistence level, and the law doing so was enacted in January 2020.22 In his address to the Federal Assembly that month, he proposed formalizing this arrangement in the constitution.23 There were substantial obstacles to doing so earlier. The minimum wage is tied to various wage levels, especially public-sector wages. Further, given the high level of regional inequality in Russia, raising the minimum wage places pressure on economically weak regions, whose budgets get further burdened by increased public-sector pay increases.24 This is a major reason why the minimum wage has served as such a weak floor for pay in Russia: while increasing it significantly would place undue burdens on economically weaker regions, even those increases would have only limited impact on most other regions.


  Businesses in those weaker regions also come under pressure with a higher minimum wage, which perhaps helps explain a paradox: while one might expect wage increases to pull workers out of the underground economy, in Russia the reverse is true: since the mid-2000s at least, an increase in the minimum wage has led to a higher number of workers in the informal economy.25 Work in Russia’s informal economy can take several forms, such as working at an off-the-books (and often micro-size) enterprise, becoming self-employed, or moonlighting from one’s formal sector job as, say, a gypsy cab driver. The total amount of jobs in the formal sector (that is, in all types of legal entities) is forty-five million, while Russia’s Labor Force Survey finds there are seventy-three million employed people in Russia, a significant divergence.26 But the informal economy also extends into formal-sector employment, since in many cases, as we have seen, a substantial portion of formal-sector pay comes from “bonuses” paid as cash “in the envelope,” the amount of which can vary considerably, depending on economic conditions. According to official statistics, formal wages in Russia can account for only 38.3 percent of consumer expenditures—that is, what is actually consumed in the country—though this is partly because official statistics exclude wages from small firms.27 Estimates of informal employment range from 25 percent (Rosstat) to 44.8 percent (RANEPA) of the country’s employed population.28 In any case, there is little doubt that the size of Russia’s informal economy is substantial. While by the informal economy’s very nature its exact scale is hard to capture, according to a 2017 study by the Association of Chartered Certified Accountants, Russia’s informal sector makes up 39.4 percent of the country’s GDP, making it the world’s fourth-largest shadow economy, behind only Azerbaijan, Nigeria, and Ukraine.29


  To be sure, the informal economy provides a substantial buffer for Russia’s working population. As suggested, it prevents Russia’s impoverished population from sliding into hunger. The fieldwork of Jeremy Morris and others makes clear that informal work can make Russia’s rust belt communities—including its monotowns—“habitable,” and can allow workers to escape from what they view as oppressive conditions of employment.30 Yet such a reliance on the informal economy has several disadvantages. While workers in the formal sector might like to receive wages in cash (with no taxes withheld), such a payment system undercuts workers’ power, rendering collective agreements meaningless. Informal bonus payments place workers in greater dependence on managers, who can raise and lower cash payments arbitrarily, rewarding or punishing individual workers as they see fit. In an indication of the arbitrariness of pay, one-third of Russian schoolteachers, despite being formally unionized and working in the public sector, are unaware of how their salaries are calculated or whether incentive payments and reimbursements are included in their paychecks.31 Further, the cost advantages for firms that evade labor regulations over pay create incentives for other firms to do so, while providing little incentive to invest in worker training.32 Outside the formal sector, workers find themselves with little to no employment benefits or labor protections. Moreover, informal-sector employment can become another source of low productivity, as workers might leave, say, a job in an aging machine-building plant, but for even less productive work in the informal economy.33 Further still, the informal economy undercuts tax revenues and further restricts pension and other social funds that are already under strain.


  A higher minimum wage, if properly enforced, would reduce the size of the informal economy. But it would also mean higher rates of unemployment, as some workers get pushed out.34 By itself, higher unemployment would be one way to boost productivity, as the fear of losing one’s job is certainly one way to make workers more productive, particularly if workers viewed as less efficient are laid off first. One challenge to raising unemployment levels, however, is that even after thirty years of capitalism, Russia still lacks an effective mechanism to cushion unemployment. Benefits for the unemployed are so low, and employment agencies and active labor market institutions so poorly functioning, that most unemployed workers don’t even bother to register when losing their job. During the economic crisis of 2009, unemployment levels (as measured by surveys according to the ILO’s methodology) reached 8.2 percent, but only 2.8 percent of the working population officially registered as unemployed. The ratio of average unemployment benefits to the average wage was under 10 percent before the crisis, thought it was later raised slightly.35 Still, as with the minimum wage, unemployment benefits have long remained below subsistence living costs.36


  Some speculate that, paradoxically, while the low level of benefits keeps the official unemployment rate quite low, by failing to provide a more substantial cushion for unemployment the Russian government has heightened its fear of the consequences of mass unemployment. Moreover, Russia’s expenditures on labor market policies—both “passive” and “active”—are well below OECD levels, even after factoring in Russia’s low unemployment levels. (Passive labor market programs include unemployment benefits; active programs can include job retraining and public works.) As of 2016, Russia’s total spending on labor markets was only 0.08 percent of GDP, higher only than Mexico among OECD comparators (see figure 3.2).37


  Since the Soviet Union had essentially never experienced unemployment from the early 1930s onward, one considerable task for post-Soviet Russia was creating new institutions to deal with unemployment. But an arguably even greater challenge was building popular acceptance of joblessness as a social phenomenon and as the inevitable byproduct of a capitalist economy. Russian workers faced a dramatic shock in moving from the conditions of labor shortage under communism to labor surplus under capitalism. A number of studies have reported


  [image: FIGURE 3.2. Total public spending on labor markets Sources: OECD; Berglund. Data from 2016 or latest available year.]


  FIGURE 3.2. Total public spending on labor markets


  Sources: OECD; Berglund. Data from 2016 or latest available year.


  substantial fear of unemployment on the part of the Russian population.38 One comparative study found that despite relatively low levels of unemployment (relative to the economic conditions), Russian employees express a greater fear of unemployment than those in most other countries examined, and, in the event of job loss, of not finding another position of similar quality. Survey data from 1994 to 2009 found that the proportion of Russian workers who feared losing their jobs was persistently above 50 percent and did not vary substantially over time with objective factors, such as changes in economic conditions or the actual level of unemployment.39 Surveys also suggest that managers consider layoffs to be very costly and a “conflict prone adjustment measure.”40 While such fear might be partly explained as a legacy of the past, it is also almost certainly a result of very low levels of unemployment benefits and poorly functioning employment agencies and active labor market institutions. Taken together, the low levels of the minimum wage, of unemployment benefits, and of labor market expenditures, as well as the fear of losing one’s job, place a very low floor on wages, especially in poor economic conditions.


  One problem with low wages comes from a basic insight of Keynesian economics: low wages will lead to less consumer demand and thus slower growth. But another problem is that low wages can also downgrade the incentive for education and investment in human capital. This is true even for highly skilled professions. According to one report, when calculated as an hourly wage, the average monthly salaries (including overtime) for doctors in a number of regions was lower than the hourly wage of workers in Russia’s McDonald’s.41 The Boston Consulting Group reported that in Russia the average doctor is paid only 20 percent more than the average for a driver, whereas the earnings gap for such professions in the US is 261 percent and in Germany 172 percent.42


  In contrast to the Swedish model, where at least in the heyday of centralized bargaining, high-level wage agreements pushed employers to increase productivity to remain competitive, in Russia wages can be so low that there is little incentive to invest in new technology, or even basic equipment. The business newspaper Vedomosti gave an account of an electric utility in Ivanovo Oblast whose transformers constantly break down. Lacking money to replace them, the utility hires 130 repair workers, to whom it pays 20,000 rubles ($350) per month, a small fraction of what it would cost to replace the transformers.43 According to the International Federation of Robotics, Russia has three industrial robots per ten thousand workers, whereas the world average is sixty-nine, and in advanced economies the number is more than a hundred.44 In advanced capitalist societies, many fear the automation problem: machines replacing people. But in Russia, the problem is the reverse: people are cheaper than machines. Moreover, evidence suggests that Russia lags behind not only advanced capitalist countries in innovation, but is behind many so-called emerging market economies as well.45


  The challenge is not merely technical, but social and political. As the Financial Times noted in discussing Russia’s relative lack of technological upgrading, “such transformation has long proved disruptive, rendering massive numbers of workers obsolete. But in Russia, where years of under-investment mean equipment lags far behind that of the west, the vast leap required could shatter entire regions, many of which have changed little since the collapse of the USSR.” The article notes further that “how to grapple with the social impact of this new industrial revolution is in many ways more difficult than deploying modern technology in Soviet-era factories.”46


  Low wages and low-quality work contribute to a high rate of labor turnover, as workers have little reason not to leave one job for another.47 While high rates of turnover can be seen as a sign of a dynamic labor market, in Russia the employment shifts tend to be in the direction of lower-quality jobs in the informal sector.48 Such movement gives both firms and workers little inducement to invest in firm-specific (or for workers, even industry-specific) skills training, further downgrading productivity.49 Long decried as a chronic problem by Soviet officials, job turnover, even in the absence of the Soviet-era labor shortage, remains one of the tools Russian workers use to improve their lot. Given this, Gaddy and Ickes are certainly wrong to call workers “hostages” of large firms.50 As Morris has demonstrated, many in Russia’s working-class milieu see little reason to become more dutiful, better educated, and more productive workers. If stuck in a job with low wages and lousy conditions, they will leave, with abandon.51 While informal-sector pay may be less dependable, it often involves working without a boss, at hours of one’s own choosing. While the outcome might be lower productivity for the economy as a whole, given the options for individual workers, such choices are hardly irrational.


  Again, particularly given Russia’s demographic pressures, investing in Russia’s workforce, in its pay, its training, and its work conditions, would appear imperative. A lower quantity of workers could be compensated by providing incentives and opportunities to improve their quality.52 The other (and not exclusive) solution for a shrinking population is to increase the immigration of working-age adults; yet given the poor working conditions of the existing workforce, the introduction of low-skilled (and even less legally protected) immigrant workers will likely only worsen Russia’s problem of low wages and productivity.


  In sum, Russia has made a partial transformation toward a postindustrial economy, but at the cost of low productivity. It remains stuck, for the foreseeable future, in a low-productivity trap. That low productivity stems in large part from the Russian model of labor market adjustment, which entails low (though highly flexible) wages rather than high levels of unemployment. Indeed, Russia’s unemployment levels remain relatively low by comparative standards. Thus, we return to a central puzzle: what explains the continued attempts to avoid mass layoffs and maintain employment in various industries? The rest of this chapter will begin to answer this question by exploring the steps the Russian state has taken to protect employment, including through bailouts and subsidies to industry, protectionist measures, efforts to create an industrial policy through import substitution, and support for and expansion of state-owned enterprises, in particular those in military industries and the automobile sector.


  Russia’s Industrial Policy


  Low wages, however brutal for workers, can be beneficial for the economy overall. The low cost of labor can become a country’s comparative advantage, provided that the economy is centered on the export of labor-intensive products. This was the path taken by the “tigers” of East Asia, such as South Korea and Taiwan, and was central to China’s dramatic economic growth.53 Those countries grew their economies by strategically building a competitive manufacturing sector. As Ruchir Sharma, the chief global strategist at Morgan Stanley Investment Management, put it, “no other sector has as much impact as manufacturing in generating the jobs and productivity gains that can make a nation rich.”54 Indeed, since the time of the Industrial Revolution, developing a competitive manufacturing industry has been the only proven path to joining the ranks of the advanced capitalist economies. Success in exporting manufacturing goods can provide a reliable stream of income for investment. Countries like Russia that concentrate on the export of raw materials such as oil and gas not only open themselves to the volatile fluctuations of global markets in commodities but also become mired in middle-income status. As Sharma notes, “among the leading oil exporters, 90 percent are no richer today relative to the United States than they were the year they started producing oil. Most are poorer.”55


  The inefficiencies of the Soviet legacy notwithstanding, Russian industry had several potential advantages at the start of the post-Soviet era. Yet instead of following the East Asian model and adopting a strategic approach to manufacturing exports, in the crucial initial period Russia implemented a much more laissez-faire attitude toward industry and its economy generally. Even during the Putin-era oil boom, as the economy generally became more statist in orientation, Russia lacked a sustained institutional framework or strategic plan to improve the prospects of its manufacturing sector, or even to reduce that sector’s substantial challenges. Rather, government policy aimed, both implicitly and explicitly, at avoiding radical restructuring, relying instead on the passive approach of firms reducing employment levels by attrition. As a result, outside of certain firms in the metals sector and military industry, Russian manufacturing exports are noncompetitive and add relatively little to GDP. In the words of Vladislav Inozemtsev, “the Russian economy has developed and is still developing along relatively autarchic lines. It exports unprocessed raw materials and imports ready-made, high-tech goods. As such, industrialization is seen almost exclusively as a way of reducing Russia’s dependence on foreign goods.”56


  While Russia is hardly autarchic—indeed, it is fully intertwined with the global capitalist economy—Inozemtsev’s comments point to the Russian leadership’s policy of “import substitution,” begun around the mid-2000s. While the East Asian economies adopted a similar approach, they did so as part of a strategy to exploit low-paid workers in order to export labor-intensive products at competitive prices and gradually increase the technological sophistication (and therefore profitability) of their industrial exports.57 Even as the Russian government’s approach became more statist, it has displayed little such strategic understanding to guide its global economic policy. For example, Inozemtsev points out that “Russia has the distinction of being the only country where ‘free economic zones’ were set up to increase the supply of goods on the internal market and not for export.”58 With the conflict with Ukraine in 2014 and resulting Western sanctions, followed by Russian countersanctions, “import substitution” and “industrial policy” became explicit government aims, as Russia sought to boost certain sectors such as agricultural products and pharmaceuticals by restricting imports.59 Yet even before the Ukraine conflict, the World Bank and other international organizations accused Russia of pursuing protectionist policies in international trade. Thus in 2013, a year before Ukraine’s Maidan uprising and a year after Russia joined the World Trade Organization, the free-trade advocacy organization Global Trade Alert (GTA), which describes itself as a “leading independent trade monitoring service,” charged that Russia was the world’s most protectionist country, followed closely by its neighbor Belarus. According to a news report on the study, “Russia alone accounted for 20 percent of the protectionist policies identified worldwide,” such as state support for the rare earth metals industry, agriculture, and aircraft makers. “With 78 such trade restrictions, Russia also accounted for almost a third of the protectionism imposed by G20 nations.” The charges of protectionism extended to the Russian-backed Eurasian Economic Union, which, according to the GTA, accounted for one-third of worldwide trade protectionism in 2013. “The customs union was responsible for 15 times as many protectionist measures as China while having only an eighth of the population,” said GTA’s coordinator Simon Evenett, a professor at the Swiss Institute for International Economics. “Russia’s policy of economic restructuring is nothing more than a potent mix of rampant subsidization and aggressive protectionism.”60


  Likewise the World Bank has claimed a “protectionist lobby” in Russia seeks to thwart competitive economic pressures from internal as well as international markets, with the result that “manufacturing industries are protected from foreign competition [and] inefficient firms are kept in business through state aid.”61 As Russia geared up for accession to the WTO (the negotiations for Russia’s membership took eighteen years), the World Bank argued that Russia needed a “political strategy to facilitate trade reform.” It pointed to the example of Australia in the 1980s, where according to the bank, trade liberalization exposed protected sectors to international competition, successfully pressuring them to boost their competitiveness. The World Bank claimed further that political support for the reforms was maintained in Australia because “measures were taken to compensate losers by subsidizing efficiency-enhancing measures in textiles and automobile assembly before exposing them to competition.” With no hint of irony, however, in the next sentence the bank adds that “WTO strictures may no longer permit subsidizing the potential losers from reform.”62


  While what the World Bank terms Russia’s “protectionist lobby” presumably refers to oligarchs and Kremlin-connected managers of state enterprises, the “losers” from a policy of free trade would certainly include those workers in industries exposed to heightened competition. Whatever protection those workers have received is questionable. They have suffered from poor work conditions and wages that have lagged considerably behind productivity, and large numbers of them have been pushed out of industry into the underground economy. Yet workers have thus far (despite Russia’s WTO membership) been protected from high levels of unemployment and the closures of inefficient large enterprises. Rather than closing such loss-making firms, Russia continues to follow a policy of, again in Gaddy and Ickes’s term, keeping the lights on.63 Thus, despite the political restrictions and considerable power amassed by the Russian state, its leadership has not chosen to pursue the labor-repressive manufacturing policies of the East Asian tigers, or, despite the neoliberal nature of many of its other policies, the full-on austerity measures of a regime such as Pinochet’s Chile.


  Subsiizing Industrial Employment


  In the Russian case, protections are not limited to explicit government expenditures and subsidies. The amount of overt subsidies the Russian government provides to industry from the federal budget is not dramatically high. Gaddy and Ickes have used the term “rent addiction” to characterize how rents from the oil and gas sector are transferred—in implicit and hidden fashion—to subsidize loss-making industries such as those in the machine-building sector.64 These implicit subsidies move through a “rent distribution chain” whereby the oil and gas industry provides cheap inputs for industrial production down the line, and pays for orders from inefficient domestic producers. The low base wages paid to Russia’s workers could be considered another form of hidden subsidy, in that, with the wage bill so flexible downward, this allows inefficient enterprises to stay open even when market pressures are extreme.65


  The policies of protectionism and import substitution coincided with a related policy: the expansion of the state’s role in the economy. Over 30 percent of Russia’s labor force is employed in the public sector (including those working in state-owned firms), a high number by global standards.66 According to Russia’s Federal Antimonopoly Service (FAS), as of 2016 the public sector accounted for 70 percent of Russia’s GDP.67 Though the FAS’s calculations include firms with partial state ownership, this is quite a turnaround from about twenty years earlier, when the Russian government was able to claim that the non-state sector accounted for 70 percent of GDP.68 Kudrin and Gurvich, borrowing a phrase from the Soviet era, argue that because of the expanding state sector, the Russian economy operates once again under “soft budget constraints,” meaning losses are simply endured.69 These soft constraints, they claim, “arise from a willingness of the state to tolerate inefficient work in state companies, compensating for it with various forms of financial support (e.g. direct grants, tax breaks or preferential loans), as well as lax regulation of prices and tariffs, granting of privileges in the allocation of public procurement and licenses for the exploitation of mineral deposits, etc.” Soft budget constraints, particularly through the ability to borrow funds at below-market interest rates, reduce incentives for state-owned companies to raise their productivity.70


  State-owned enterprises aren’t necessarily inefficient. In China, the world’s most dynamic economy for many years now, state-owned firms still account for nearly one-third of the country’s GDP.71 The impact of such firms depends in large part on whose interests the state serves. But having state officials on the board of directors of economic firms allows for the possibility that political as well as economic goals might be pursued. Such goals could be expanding market power through political leverage, or avoiding excessive unemployment and preventing social unrest that might negatively impact state officials.


  Considerable evidence suggests that in the Russian case, state enterprises have been able to drive out competitors and consolidate their own market power. The FAS, which is tasked with preventing just such a trend, argued in its 2016 annual report that the number of politically connected cartels had grown and spread across various economic sectors.72 Meanwhile, the Russian government’s Analytical Center survey of enterprises found that the portion of firms reporting that they faced “no competition” rose from 0.7 percent in 2013 to 13.9 percent in 2016.73


  As David Szakonyi has argued, the “nearly continual state of economic crisis in Russia since 2008 has definitely contributed to consolidation in multiple sectors.” As he notes, “Crises often lead to greater market concentration by exposing and ultimately killing off firms with more flimsy access to capital, weaker political connections, and thinner margins. Bankruptcy rates in Russia shot up following both the 2008 and 2014 crises, while small and medium-sized businesses felt the squeeze of skyrocketing interest rates, unsustainable tax burdens, and uncertain protection for their property rights. These crises helped clear the way for the larger Russian firms.”74


  Since monopolies tend to focus on protecting their dominant market position above all, they are less likely to seek ways to increase labor productivity, becoming an additional explanation for Russia’s low productivity levels.


  Under this consolidation, it is not the least competitive firms that were driven out by market forces, but smaller, less well-connected firms, and those with fewer employees. A 2007 joint study of the World Bank and the Higher School of Economics found in every branch of Russian industry a labor productivity gap of ten to twenty times between the top 20 percent of companies (in terms of productivity) and the bottom 20 percent.75 This led Kudrin and Gurvich to argue that the least competitive enterprises, “while accounting for a small share of output, enjoy access to significant material resources and labor.” They argue further that “this confirms the wide existence of soft budget constraints in the Russian economy. The use of a large set of tools to help all enterprises survive can be described as ‘industrial paternalism.’”76 Other like-minded economists complain that “the mechanism of ‘creative destruction’ doesn’t work in Russia.”77


  While there is little doubt that this expansion of state-owned enterprises was driven by politically powerful and well-connected individuals seeking to profit financially, another factor cannot be excluded: the perceived importance of avoiding mass layoffs so as to prevent potentially destabilizing labor protest. As Szakonyi notes, during economic crises, as smaller firms get driven out, “subsidies find their way to large, inefficient state-owned enterprises at risk of laying off workers and sparking political unrest.”78


  Jobs and Russia’s Military Industry


  While critics claim that the Russian economy props up inefficient enterprises in paternalist fashion for the sake of employment, the issue of jobs is a core political concern for leaders like Putin. In one of his “May Decrees” during his 2012 presidential campaign, Putin called for the creation of twenty-five million high-productivity jobs by 2020, more than doubling the estimated number of such jobs. While in doing so Putin acknowledged Russia’s endemic problem of low productivity, experts quickly pointed out such a goal was virtually impossible—as the subsequent years indeed proved—since it was unclear how the state could mandate the creating of highly productive employment.79


  The Putin team did indicate one area for the creation of high-tech jobs, namely the military industry, a sector where Russia enjoyed some technological advantages. The Soviet Union created a military industry on a vast scale, employing more than eight million workers, which accounted for almost a fifth of all industrial employment in the country. The majority of the military industry was located in the Russian Republic: while Russia accounted for just over half (51.8 percent) of the population of the Soviet Union, by one estimate its share of employment in the Soviet military-industrial complex in 1985 was 71.2 percent.80 Workers in Soviet military industries enjoyed top salaries and in-kind benefits. Yet by 1997 employment in the defense industry in Russia had fallen to 2.8 million, a reduction of more than half its previous amount.81 This was indeed a major source of Russia’s deindustrialization in the 1990s.


  There are multiple explanations for Russia’s military buildup under Putin, from simply stemming the steep decline of Russia’s military in the 1990s to responding to the perception of threats from the West such as the expansion of NATO and the perceived shortcomings of the military following the 2008 war with Georgia. But Russia’s domestic politics, in various ways, pushed in this direction as well.82 There was the political significance of Putin’s claim of getting Russia “to rise from its knees,” as well as the symbolic support for Putin from the workers of the Uralvagonzavod tank factory during the 2012 protests (both topics are discussed in chapter 7). But there was also the political importance of the military industry as a source of employment.


  Putin’s rearmament campaign and sharp increase in military spending followed the war with Georgia, where the military was seen as lacking. Yet this also coincided with the need to consolidate support from his core electoral base, first following the 2008–9 economic crisis, and then in the wake of the so-called middle-class protests of 2011–12. By 2009 the government began canceling the debts of firms in the military industry and began to increase defense spending in what some termed “the militarization of the country’s budget.”83


  The buildup was explicitly justified by the positive impact it would have on the economy and producing jobs. As Putin himself put it, “The huge resources invested in modernizing Russia’s military-industrial complex and equipping the army shall serve as fuel to feed the engines of modernization of the economy, creating real growth and a situation where government expenditures fund new jobs, support market demand, and facilitate scientific research.”84


  Russia’s 2015 National Security Strategy directly addressed the need to improve economic growth as a national security imperative, stating that it viewed “developing the country’s defense industry complex as the motor for the modernization of industrial production.”85 In addition to subcontractors, the Ministry of Defense estimates that around four thousand enterprises are involved in fulfilling Russia’s military contracts.86 Military spending supports employment in monotowns, many of which are tied to the defense industry.87 The deputy minister of defense Tatyana Shevtsova argued explicitly that Russia’s increased level of military spending was driven more by goals for the economy than foreign policy. She stated that “the present level of Russian military expenditures do not reflect the costs of the army or the navy. The defense budget is an instrument for supporting domestic industry, in particular, the high-technological part.”88


  The claims of Shevstova, Putin, and others that Russia’s military spending would help modernize industry through the adoption of high technology were undercut by comments made by the defense minister, Anatoly Serdyukov, shortly before he was fired. Serdyukov complained that in many cases Russia’s military equipment was more expensive and less technologically sophisticated than material available for import. This was because, as Nezavisimoe voennoe obozrenie reported his remarks, “manufacturers begin to fold into their price all of their costs, including those of the social sector. If it takes the ‘Sevmash’ [plant] nine years to produce one ship, then all the costs, including for the pig farm, the children’s and pioneer’s camp, the workers’ resort [dom otdikha], the medical clinic—all of this weighs down this one unfortunate ship.”89 Though Serdyukov was soon sacked, ostensibly on charges of corruption, others argue that he was let go for challenging the interests of Russia’s military industrial complex.


  According to Russian military analyst Aleksandr Golts, a large portion of Russia’s military matériel is produced by monopolies, which worry little about price. While Russia’s military industry is hardly unique in this regard, Golts argues that the Putin-era military industry has been rebuilt along Soviet lines, “where one more or less effective enterprise feeds a dozen half-bankrupt ones,” with the cost of maintaining the latter simply folded into the final price the state pays for the military equipment. “The main thing,” Golts argues, “is to have the maximal number of employees, allowing those running the firms to demand direct financing from the government, which fears a social explosion.”90


  The government’s concern with a potential social explosion can be seen in its interventions in the military industrial sector during two recent economic crises. In 2008–9, sixty-four military firms were included in the list of enterprises eligible for state support “due to their status as a national or regional major employer or contributor to GDP.”91 In 2015 a comparable list included thirty-nine major defense enterprises, and large military contracts helped prop up a number of regions during that year’s recession.92


  Yet state support for the military industry did not prevent such firms from suffering from problems such as wage arrears and labor protests. For instance, workers in the Radiopribor factory in Primorskii Krai undertook several protest actions over a two-year period to demand payment of wage arrears. While their arrears were paid in part by regional reserve funds, by the end of December 2016 the deputy prime ministers Yuri Trutnev and Dmitry Rogozin instructed the Ministry of Defense to help the factory, and the factory soon signed a three-year contract with the ministry.93 Golts named twenty different military enterprises in various regions that were undergoing wage arrears, shortened work weeks, compulsory leaves, and plans for layoffs; in his view, many of these firms were using threats of social unrest to extract more orders from the state.94


  As the economy has continued to grow slowly and oil prices have remained relatively low, Russia’s military industry has seen a decline in state orders. Putin has been pushing for defense plants to produce more for the civilian market, with part of the concern almost certainly to preserve jobs. Yet given the inefficiencies noted above, it is hard to see how those firms can produce consumer products at competitive prices, at least without substantially shedding labor. Indeed, at times the conversion of Russia’s military industry and technology to civilian use has worked in reverse: for instance, Russia’s once large aircraft industry today primarily exports military planes, with Russian civilian aircraft production less than 1 percent of the global total.95 Meanwhile, Russia’s domestic market for passenger airliners provides little consolation: some 80 percent of that market has been captured by Airbus and Boeing.96


  Alternative Explanations


  While state support for Russia’s military industry as a means of job preservation is in some ways exceptional, we shall see similar efforts for Russia’s auto industry in chapter 6. Nevertheless, job preservation, with its corollary of preventing social unrest, is far from the only explanation for Russia’s statist approach to industry and the economy generally. Indeed, in most accounts, this statist approach is driven more by elite interests than concerns about popular backlash. As we have seen in the last chapter, Russia’s governors have fought to keep factories with large workforces open in their region through the 1990s and into the 2000s. Gaddy and Ickes make the case that Russia—especially during the years of high oil prices—has suffered from “rent addiction,” in which Putin, the oligarchs, and regional governors are all interdependent.97 Putin maintains stability, while the oligarchs get to keep their property, provided they cooperate in the redistribution of oil and gas rents. Governors from the majority of regions, who don’t directly benefit from export rents, push the rent-receiving regions to redistribute rents elsewhere. Gaddy and Ickes hypothesize that governors and other regional leaders need to keep labor in place in order to maintain the “fictitious capital” of loss-making enterprises on their territories. The closure of these enterprises, and the resulting loss in population, would greatly undercut whatever political power they have. It is more politically expedient (if not economically efficient) to “keep the lights on” in loss-making enterprises, including many monotowns.98


  The power of governors, especially those in less economically dynamic regions, would appear to have been curtailed under Putin’s policy of a “vertical of power,” especially during the period from 2005 to 2012 when governors were appointed from the center rather than elected. Yet those changes did not make regional leaders more inclined to push for transforming their regions. Kudrin and Gurvich complain that a presidential decree from August 2012 makes the regional unemployment rate a part of the performance criteria for regional officials. They argue further that, “in practice, much blunter approaches are often used, such as imposing informal restrictions on firing workers. This is how many projects to modernize production are made unprofitable and in practice blocked.”99 As Harley Balzer argues, “under Putin, the incentive structure for Russian regional officials does not reward local development.” He adds, “their calculations involve doing Moscow’s bidding, turning out the vote for the ruling party, maintaining social stability, and lobbying for funds from the center.”100


  The importance of turning out votes provides another explanation for maintaining Russia’s industrial structure, and this incentive has been emphasized in some important research. As Frye, Reuter, and Szakonyi have shown, subsidies to industrial enterprises and regions are exchanged for votes in clientelistic fashion.101 In an analysis of the 2011–12 election cycle, they state, “our data clearly indicates that the primary locus for electoral intimidation in Russia is the work-place.” They conclude that “it is quite common for Russian employers to threaten workers with dismissal or cuts in salary and benefits if they do not vote or vote [a] certain way.”102 Their findings are consistent with those of vote-monitoring groups such as GOLOS, which found that 83 percent of its crowd-sourced reports of electoral violations involved workplace intimidation. Even with secret ballots, Frye and colleagues found, 33 percent of workers thought that it was possible for employers to know how they voted.103


  Most interesting for present purposes was the type of firms that were most likely to carry out election campaigning. In a study focused on the 2011 parliamentary elections, firm surveys revealed that large firms, those most dependent on state support (such as state-owned firms and those that sell to the state), and those in heavy industry and mining were most likely to engage in voter intimidation. Employee surveys found that while worker income had no impact on the amount of pressure received from employers, those who received significant nonwage benefits from their employers were more likely to report campaigning at the workplace. Interestingly, “respondents living in a monogorod [monotown] are twice as likely to have been mobilized than those living in other types of cities—(41.3 percent versus 20.2 percent).”104 Frye and colleagues’ subsequent study, covering the 2012 presidential elections as well as those for parliament in 2011, found an even higher divergence: 44 percent of employees in monotowns reported experiencing electoral intimidation, whereas only 17 percent of all employed respondents did so, and electoral intimidation was not statistically detectable among Russians who were not employed. The authors plausibly speculate that workers in monotown enterprises are particularly dependent on their employers, making them especially vulnerable to such intimidation.105


  Yet such dependence cuts both ways. As another study concludes, “By incentivizing regional governors to use their political machines to win elections for the regime, the Kremlin effectively punishes those governors that are successfully developing their regional economies, with the effect being especially strong in regions where a high percentage of the population lives in Soviet-era single company towns.”106


  There was considerable evidence that such workplace voter mobilization continued in the 2016 parliamentary and the 2018 presidential elections.107 State-owned enterprises were especially mobilized to support United Russia and President Putin’s reelection.108 To provide positive news during the campaign, large companies were directed to write stories that “say that state support helped lift them out of crisis, restored modern production, and reequipped them with new equipment and gave work to local residents.”109


  But besides spinning the news to the general public, state-owned enterprises were also being called on to provide accurate information to the authorities about the public mood ahead of the elections. Some Russian commentators speculated that given the lack of such information from state media in Russia’s increasingly centralized political system, including the incentive for governors to report positive assessments about their regions, the Kremlin was turning to state-owned enterprises as a source of information. For example, Russia’s nuclear power monopoly Rosatom was charged with assessing social sentiment and the potential for protest in Russia’s closed atomic cities ahead of the 2018 presidential elections, and other state-owned enterprises were funding government-backed research organizations to carry out similar evaluations.110 During the presidential campaign period, the Kremlin also tasked every large company in the oil and gas, metallurgical, and automobile industries to report monthly about the regional mood and, in the words of Vedomosti, “any events that might have a negative influence on the political and social-economic conditions in the regions.” Such “risks” would include plans for mass layoffs or the nonpayment of salaries.111


  The chapters that follow will emphasize the significance for the Russian state of maintaining the political backing of the working class. This effort to maintain working-class support was particularly evident following the ostensibly middle-class protests in Moscow and St. Petersburg in 2011–12. But increasing state intervention in the economy has also increased at least passive political support from important parts of Russia’s middle class as well. As research by Bryn Rosenfeld has demonstrated, middle-class professionals employed in the state sector were much less likely to participate in the “Russia without Putin” protests of those years. Public-sector workers were more fearful than workers in the private sector of failing to find alternative employment should they lose their job. They also expressed more economic, as opposed to political, concerns.112 This suggests yet another explanation for the expansion of the state sector under Putin’s leadership.


  Without question, each of these factors—“rent addiction” from high oil prices, the need for regional elites to promote stability, the importance of state-owned and large industrial enterprises (not least those in monotowns) for delivering votes for United Russia and Vladimir Putin, as well as the need for political support from state-sector workers—contributes significantly to the propping up of inefficient industrial centers. They also help explain the substantial shift in recent years toward a more statist orientation of Russia’s economy. Yet each of these explanations stems from the Putin era. They can shed light on the persistence of Russia’s peculiar labor market; they cannot explain its origins. Low unemployment with flexible wages and inefficient large enterprises (and resulting low productivity) have persisted across the rise and fall of economic growth and boom and bust of oil “rents,” from a regional policy based on independent and assertive governors through the “vertical of power,” and from a chaotic party and electoral system to one predictably under the control of the Kremlin. As Gimpelson and Oshchepkov note, Russia’s “major labor market institutions were largely shaped in the early 1990s and with some modifications survived throughout the 2000s. The Russian authorities have never considered this policy area an explicit priority. Their implicit goal . . . was to prevent mass downsizing of the labor force which was considered a threat to political stability.”113


  Moreover, Russia’s workers are not so easily manipulated. While their basic concerns might be more economic than political, they have their own interests and are able to act on them rather than simply being mobilized at election time. That Russia’s workers might be a threat to political stability, let alone lead a “social explosion,” might seem an unfounded, even irrational, fear on the part of Russia’s leaders. Yet as we shall see in the remaining chapters, the evidence suggests that Putin’s reputed working-class support was not—or at least not simply—authentic and spontaneous support from below and instead required significant interventions from above.


  Further still, the origins of Russia’s labor market, its many large enterprises, and the fear of workers’ unrest began not only before the Putin era or even the 1990s, but lie much earlier in the Soviet period, beginning with the Stalinist industrialization drive in the 1930s. Indeed, Russia’s peculiar labor market is directly connected to Russia’s unique urban geography, which remains substantially unchanged from Soviet days. Within that sprawling geography lie hundreds of monotowns—one-industry cities and towns that had been created to meet the needs of an entirely different economic system and historical era. This we will turn to next.
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  MONOTOWNS AND RUSSIA’S POST-SOVIET URBAN GEOGRAPHY


  How might Russia escape its low-productivity and middle-income trap? As some have suggested, one clear path would be to focus on the growth of major metropolitan cities as centers of innovation in a global capitalist economy. Liberal economists look to large cities as creative environments and centers of innovation and entrepreneurship. Such thinking has been popularized by, among others, urbanist Richard Florida, who argues that “superstar” or “global” cities such as New York, London, and Tokyo are the engines of technological change, receive a disproportionate share of capital investment, and house the world’s leading-edge companies and talent. Florida coined the term the “creative class” to describe the professionals who are drawn to such cities, a descriptor that was widely adopted to portray the anti-Putin protesters in Moscow and St. Petersburg in 2011–12.1


  Others, writing from the perspective of “critical urban studies,” tend to look at urban development through the lens of globalization and neoliberalism yet also see major cities as the nodes of global capitalist development.2 As they point out, globalization remains rooted in place, and global cities provide the critical infrastructure for multinational corporations and house the world’s richest people.3 Such cities become centers of capital investment and accumulation through finance and real estate. Yet such a “spatial fix” for capital accumulation inevitably entails a reciprocal withdrawal of capital from, and the dispossession of, urban centers once considered vital to economic dynamism, a process with profound social, and at times political, consequences.4 This crucial point is missed by some of the more breathless accounts of the rise of new “smart cities.”5


  Yet the economic logic behind investing in such cities appears compelling. As Carol Leonard has pointed out, “while accelerating globalization and the role of the information-driven knowledge economy may seem to reduce the importance of proximity for firm performance, it is now clear that the reverse is true; geographic proximity generates agglomerative advantage, and city regions surge forward as the locus of economic development.”6


  Picking up on such arguments, liberal economist and Kremlin adviser Alexei Kudrin argues that since global megalopolises are now the drivers of economic growth worldwide, Russia should concentrate on developing a handful of its largest cities, beyond the existing centers of Moscow and St. Petersburg. His Center for Strategic Research developed a policy strategy along these lines, which it claimed was “prepared on behalf of the Russian president.” In an article titled “Cities Instead of Oil,” Kudrin argued that while the structure of Russia’s urban geography was laid down largely in the Soviet period, the situation actually worsened during the boom years of 2000–8. Then economic growth fueled by rising oil prices meant that the overall contribution of cities to the country’s economy actually declined. “The urban economy was not the driver of the country’s economic development, but the main recipient of the income from oil growth.”7
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  Currently Moscow and St. Petersburg are Russia’s only “global cities,” with the rest of Russia’s cities “barely noticeable on the map of the world.” Russia’s two largest cities account for more than 25 percent of the country’s GDP, whereas in the US the corresponding number is 13 percent and in western Europe (on average) 9 percent. Meanwhile, cities with populations greater than one hundred thousand produce 84 percent of GDP in the US, and 64 percent in western Europe, while in Russia they account for only 55 percent, which is also substantially less than they do in China (78 percent) and Latin America (76 percent) (see figure 4.1). This, Kudrin contends, “is a huge gap, from which arises the sad and cynical mantra that it’s impossible to secure a good quality of life outside the Moscow Ring Road.”8 Nevertheless, Kudrin claims that by 2035, Moscow and St. Petersburg will account for 40 percent of Russia’s GDP.9


  In sharp contrast to current government policy, Kudrin’s plan would not seek to support Russia’s struggling industrial centers and hundreds of monotowns, but rather to concentrate attention and resources on the country’s most densely populated agglomerations, that is the roughly dozen urban centers that number a million or more in population. Doing so would boost economic growth by connecting infrastructure and intellectual potential and allowing business and the population to become more mobile. The goal is to create “smart cities” able to join the digital economy.10 Other urban centers might be included, such as “multisectoral regional centers,” a phrase that would appear to have been deliberately chosen to exclude monotowns.11


  While such pronouncements might have appeared to be one more rhetorical attempt by the liberal side of Russia’s establishment to influence policy, such arguments clearly found a sympathetic listener in Putin. In his annual Address to the Federal Assembly in 2018, Putin explicitly stated that “it is important that urban development becomes the driving force for the country,” a statement that was repeated prominently in his campaign for reelection as president in 2018.12 Following the election, the Russian government approved a 115-page “Strategy for Spatial Development through 2025,” which envisions eighteen cities (besides Moscow and St. Petersburg) as “prospective centers of economic growth,” most with the potential to become “world-class centers of science and education.”13 This strategy fits with the government’s six-year infrastructure plan, where the bulk of investment is weighted toward building high-speed transportation links between such large urban centers.14


  Such a strategy for Russia, however, runs directly against the facts on the ground: in stark contrast to almost the entire developed world, Russia’s population is not concentrated in a few urban centers, but in several hundred mediumsize cities and towns, many distributed across Russia’s vast territory, and often far from other metropolitan agglomerations. These include over three hundred officially designated cities and towns whose fate is dependent on a single industry and thus are “monotowns” (monoprofilʹnye goroda, or simply monogoroda) and which the government ranks according to the severity of their “socioeconomic conditions.” While there has been migration from far-flung cities and towns to regional centers and major metropolises, few of the cities show any signs of disappearing.


  Russia’s economic geography, largely a product of Soviet industrialization, remains significantly unchanged close to three decades after the collapse of communism. This chapter focuses in particular on the challenge of Russia’s monotowns, while examining them as an especially acute example of the dilemmas raised by Russia’s industrial regions, or what Natalia Zubarevich has called—in contrast to Moscow and St. Petersburg—“second Russia.”15 Thus while monotowns are interesting in themselves, they represent in sharp form the overall challenges Russia faces in coming to terms with its depressed industrial regions and populations.


  As we have seen, Russia survived its first two decades of postcommunist transformation while avoiding massive unemployment, and in doing so left much of its Soviet industrial infrastructure intact. Liberal economists inside Russia and out are urging its leaders to face the daunting task of modernizing, which often amounts to a thinly veiled euphemism for laying off and relocating large numbers of people. The monotowns represent a special test along these lines, since the closure of one plant threatens the entire town (or city) with economic and social collapse. Given the entanglement of industrial workplace and municipal services, even a significant drop in revenue for a monotown enterprise can mean the shutting off of heat and hot water to the entire city.16


  The reason for not taking such steps should by now be obvious—the fear of social unrest and the potential threat to stability. Yet the likelihood that Russia’s monotowns or other rust-belt regions would erupt in destabilizing social unrest can be questioned. Indeed, while monotown residents—as well as those in other Russian working-class communities—do engage in collective protest, most often they employ individual strategies to adapt to challenging conditions. In doing so, they resist following simple economic logic, say by migrating to better economic conditions, and instead refuse to abandon place, while making their struggling communities, in Jeremy Morris’s apt phrase, “habitable.”17 As Samuel Greene put it, monotown residents are among those Russians who engage in “aggressive immobility.”18


  Still, as Mischa Gabowitsch has argued, protests in Russia often erupt precisely over “place.”19 While monotowns are by definition isolated communities, where the potential for protest to spread from one to another might be limited, Russian authorities have demonstrated a palpable fear of social unrest stemming from these particularly vulnerable cities and towns. Such fear places a sizable barrier in front of any attempt to increase economic growth by shifting capital and state resources from declining regions to more dynamic urban centers.


  The Soviet Legacy of Large Enterprises


  Soviet industrialization bequeathed to Russia a unique urban geography: in contrast to most other countries, where population is congregated in a few large cities, Russia has many small and dispersed industrial cities. According to the 2010 census, only eleven cities in Russia had more than a million people, though by 2020, Rosstat estimated, the number had grown to fifteen.20 In 2010 over 66 percent of the urban population in the US lived in metropolitan areas of one million or more; in Russia only 31 percent did so. More than 30 percent of Russia’s urban residents live in cities with fewer than one hundred thousand inhabitants, while only a small fraction of US urban residents do (see figure 4.2).21
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  One clear indication of Russia’s unique urban geography is that it defies “Zipf’s law for cities,” a mathematical model that has proved able to predict city size in “in nearly every developed country across the world.”22 According to Zipf’s law, Moscow, St. Petersburg, and other large Russian cities should be considerably larger. Yet Moscow, St. Petersburg, and Novosibirsk (the last at 1.6 million) are the only cities in Russia with populations larger than 1.5 million, while Japan, with less overall population, has five such cities, and Brazil (with a population 50 percent greater than Russia’s) has eight.23
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  Moreover, Russia’s cities are dispersed over the country’s vast territory. Russia ranks first in the world in land area but is near the bottom of world rankings in terms of population density.24 Russia lacks compact population centers even when compared with other large countries with sparse populations: while more than 30 percent of Canadians and 50 percent of Australians live in one of the three largest urban areas in their countries, only 13.4 percent of Russians live in Moscow, St. Petersburg, or Novosibirsk (see figure 4.3).25


  Not only is Russia vast and relatively underpopulated, but the climate of much of its territory is quite harsh. In the Soviet period, Russia’s industrial geography was established not to create greater market efficiencies—say by adding to existing urban agglomerations in order to lower transportation costs—but to meet the demands of military planners or to place production in close proximity to raw materials, even if labor there was scarce. The labor problem of harsh climates was overcome during Stalinist industrialization through the gulag system of prison camps, and in the post-Stalinist period by the positive inducement of wage supplements.26


  Russia appears unique even in comparison with countries and regions with similarly harsh climates. For instance, by one estimate, if Alaska was as densely populated as Siberia, it would have a population of 13 million instead of 710,000.27 In a study comparing the “spatial economies” of Russia and Canada, Irina Mikhailova found that at the end of the Soviet period, Russia’s Siberia and the Far East were overpopulated by about 14.5 million people (or about 42 percent of the region’s population) relative to Canada. Had Soviet Russia’s spatial development followed the Canadian example, industrial employment in Siberia and the Far East would have been only one-third of its actual amount.28


  Clearly such a distribution of population was not driven by market forces. According to the World Bank, “whereas the population of Siberia and the Far East increased forty-fold over the course of the 20th century, the region’s GDP only increased five-fold, indicating a drastic fall in labor productivity.”29 This left a considerable part of Russia’s industrial infrastructure at a three-way disadvantage: first, enterprises were isolated in terms of sheer distance from suppliers and consumers; second and relatedly, the transportation infrastructure inherited from the Soviet period was in poor shape, and worsened during the immediate post-Soviet period; and third, the placement of industries and populations in cold climates added considerable costs as well.30


  Yet Soviet development was not only skewed toward the small and mediumsize cities spread throughout its vast and cold space; as we have seen, it was also biased toward large enterprises. In the view of the World Bank, “the central planners’ preoccupation with prescribing size has, ironically, bequeathed a double error: the size distribution of cities is skewed away from the large cities that generate agglomeration economies towards medium and small-sized population settlements, and firms and farms are skewed toward large units at the expense of mid-size and smaller production units.”31


  All of these Soviet-era development decisions—creating large industrial enterprises in relatively small and isolated cities, often in harsh climates, many geared toward the military—can be criticized on the grounds of market efficiency. Yet creating profit on global capitalist markets was not the goal of Soviet planners. As the World Bank put it, “the system ‘worked’ as long as relative prices were controlled to reflect domestic planning priorities rather than international relative scarcities.”32 Yet once exposed to global competition, these inefficiencies were quickly and often brutally exposed. To take one example, while industrial production had been placed in areas with little regard to transport costs, such factors are crucial to the profitability of manufacturing firms in market conditions. Once the costs of energy and inefficient transportation infrastructure became explicit, old production networks were faced with collapse.33 Not surprisingly then, there were considerable struggles over the pricing of energy and transport, since for many enterprises market pricing would have led to disastrous outcomes.34 In the estimates of some, the country’s greatest economic challenges “stem from the fact that today’s Russian Federation has yet to overcome the nonmarket industrial structure it inherited from the Soviet Union. . . . The structure of the Russian economy’s industrial core, along with its legacy of misdevelopment and mislocation for production and population, remains intact.”35


  Russia’s calamitous decade in the 1990s provided a significant impetus for the restructuring of Soviet-era industrial enterprises, but as we have seen, many of the largest struggled yet survived.36 There was also little restructuring during the oil boom years of the 2000s, when relative prosperity removed the impetus to carry out painful reforms. This was true also for Russia’s monotowns. The World Bank’s assessment is worth noting: “During the economic expansion of the 2000s, many Russian monotowns benefited from high prices for resources and semi-finished products, and the commodity price boom stimulated the local economy. Rapid expansion of the construction sector created new demand for metal and wood products. In these circumstances, most of the core enterprises that survived the crash of the Soviet economy in the 1990s did well. Devolution of social assets was stopped or reversed, as the prosperous core enterprises reverted to providing social services for their employees.”37


  Monotowns and the 2008 Economic Crisis


  This complacency was abruptly shaken with the global economic crisis of 2008–9, when a significant drop in industrial output led to fears of substantial unemployment and the specter of social unrest. Though initially little affected, Russia was hit particularly hard. With the crisis, the term “monotown” grabbed the widespread attention of Russian society and political observers. Given their narrow economic base and, for many of them, a dependence on commodity prices, the monotowns were directly impacted, especially those in the metals, chemicals, machine-building, and wood and paper products industries. Social services provided by enterprises were forced into a sudden decline, and city finances suffered as revenue dropped from taxes on enterprises and on falling or nonexistent wages.38


  It was in this atmosphere that in 2008 the Institute of Regional Policy, a Russian think tank, released a study commissioned by the Ministry of Regional Development titled “The Monotowns of Russia: How to Survive the Crisis?” The study—which was widely cited in the media and elsewhere—claimed that of the many cities created during Soviet industrialization, 460 were dependent on a single industry and thus were monotowns. According to the study, the monotowns represented 40 percent of all cities, with 25 percent of Russia’s population, and produced 40 percent of Russia’s GDP.
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  Soon thereafter, in November 2008, the economist (and former head of Russia’s Department of Social Development) Yevgenii Gontmakher caused a sensation when he published an article in the newspaper Vedomosti about the potential for social unrest in monotowns, provocatively titled “Novocherkassk, 2009!”39 Well into the postcommunist era, Novocherkassk remained synonymous with spontaneous labor uprising and state repression in Russia. In fact, just months earlier, in February 2008, President Putin had visited Novocherkassk and laid flowers at a memorial to the workers killed in 1962.


  Gontmakher’s article sketched out a hypothetical scenario where a labor protest in a single monotown quickly spread, leading to unrest and violence all the way to Moscow. Soon thereafter Russia’s Federal Mass Media Inspection Service warned Vedomosti’s editor-in-chief that the article “could be considered an attempt to incite extremist activities” and thus in potential violation of Russia’s antiterrorism law.40


  Just five months later, in May 2009, protests erupted in Pikalyovo, a monotown in Leningrad Oblast. The town’s three factories had shut down, with one-fifth of the city’s population laid off, and many workers were owed back wages. Without revenue, the town was in debt to Gazprom for $4.5 million for its gas bill, and the town’s heating plant was shut down, depriving the city’s residents of hot water.


  In response, residents stormed the mayor’s office and then blockaded a major highway, creating a four-hundred-kilometer traffic jam, making the conflict difficult to ignore. Putin, then prime minister, soon arrived in the town by helicopter to personally intervene in the crisis, in large part by dressing down oligarch factory owner Oleg Deripaska. Putin forced Deripaska to accompany him on a tour of the town’s cement factory, asking as the cameras rolled, “Why has your factory been so neglected?” before adding, “They’ve turned it into a rubbish dump. Why was everyone running around like cockroaches before my arrival? Why was no one capable of taking decisions?”41 In an act of ritual humiliation shown on all the national television channels, Putin compelled Deripaska to sign a document promising that the town’s factories would resume operation, in a scene that became known as the “bending of an oligarch” (see photos 4.2 and 4.3).42 With a scathing look, Putin asked, “Oleg Vladimirovich, did you sign this? I don’t see your signature.” Once the disgraced Deripaska had signed the document, Putin gruffly demanded his pen back. For television viewers, the scene was a dramatic example of Putin acting as the nation’s alpha male.43
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  According to Stephen Fortescue, “Putin’s intervention was pure PR: a short-term solution had already been negotiated the day before Putin’s dramatic visit to the town, one which was in fact generous to Deripaska,” though without much thought given to a long-term solution for the problems that led to the crisis.44 The economic crisis had shrunk Deripaska’s wealth dramatically, by one account from $28 billion to $3.5 billion. Yet one year before the Pikalyovo incident, his company Rusal had received a bailout of $4.5 billion from the state-owned Vnesheconombank (VEB).45
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  Given the mutual interest of the Kremlin and the oligarchs in stability—that is, in wanting to retain their positions of economic and political power—the Pikalyovo incident was more than a public relations stunt. It was also a demonstration of the ability of the Russian leadership to impose on oligarchs “levies of ‘corporate responsibility’ that extend to include support of towns and regions.”46 As Susanne Wengle notes, the public spectacle was a reminder to oligarchs of their social function; though in return for carrying out this function, they were given access to state resources and special provisions.47 In the view of some critics, the name Pikalyovo became synonymous with an arrangement whereby the Russian state protected and subsidized major industries to prevent mass unemployment and social unrest, and the oligarchs leveraged the threat of social instability to extract more aid from federal and regional budgets, leading to what some described as a “post-Pikalyovo” political economy.48


  In the wake of Pikalyovo, there was renewed talk of the potential for “social explosion” in Russia, particularly centered in the monotowns. During the crisis, labor protests took place in other monotowns as well.49 Since Pikalyovo’s long-suffering residents had appealed directly to both Deripaska and Putin several times, but gained redress only after blocking the highway, there was speculation of a possible “Pikalyovo syndrome” whereby other struggling monotowns would take dramatic action in order to be heard.50 Outside of Russia, some Western analysts began describing such company towns as a potential “time bomb” for Russian society.51


  Despite the considerable talk of mass layoffs during the 2008–9 crisis, rather than directly confront the problem of monotowns and unprofitable industries, the Russian government chose to avoid measures that might lead to social destabilization. In the words of Natalia Zubarevich, the fear of mass unemployment sharply increasing social tensions in the most worrisome monotowns led “Russian authorities to use all possible means to prevent this outcome, including regulating the price of raw materials (as in Pikalyovo), the transfer of enterprises to state control (as in the Baikalsk pulp and paper mill), strict prohibitions on layoffs including sanctions by prosecutors, etc.”52


  At the height of the crisis, the threat posed by the monotowns was almost certainly overstated, largely owing to a lack of clarity. First, the Institute of Regional Policy study was flawed: the number of monotowns it cited was taken from a study completed almost a decade earlier, with little to no updating or verification. Second and relatedly, the definition of the term “monotown” varied. For example, in 2009 the Ministry of Regional Development defined a monotown as any municipality where one enterprise or group of interconnected enterprises accounted for more than 50 percent of a city’s industrial output, a list that included four hundred municipalities and 24 percent of Russia’s urban population. Such a criterion, however, included a number of centers of oil and gas extraction, where the average wage greatly exceeds the Russian average.53 While such industries might have labor and social problems of their own, they would hardly be of the same origin as those in, say, an unprofitable Soviet-era machine-building factory.


  Thus, there remained confusion about the scope of the problem, since as Zubarevich remarked at the time, “no one knows how many Russian monotowns there are.”54 Zubarevich’s institute, the Independent Institute for Social Policy, contended that there were fewer than 150 monotowns, representing about 8 percent of the country’s population, or 11 percent of its urban populace. Nevertheless, in a clear signal of the Kremlin’s concern, in the wake of the crisis the Russian government established a commission, still in operation, to monitor the country’s monotowns. The official government list of Russian monotowns published in July 2014 by the Ministry of Economic Development included 313 municipalities, of which 229 are larger than “settlements.”55 The list was subsequently revised upward to a total of 319 monotowns. By that measure, fourteen million people, or roughly 10 percent of Russia’s population, reside in monotowns.


  There is an extensive Russian literature on monotowns, most of it written since the 2008 crisis, with the majority focused on various proposals for their transformation and survival.56 Yet in what is arguably the most extensive Russian study of the monotown phenomenon, Zamyatina and Pilyasov argue that this literature is filled with “myths and fallacies.”57


  For one thing, Russia’s monotowns vary on a number of dimensions, and thus it would be a mistake to characterize their problems and prospects as identical. For example, monotowns vary greatly in size. The largest monotown is Tolyatti, where until recently one out of every seven residents, in a city of seven hundred thousand, was directly employed at AvtoVAZ, a car factory producing the unprofitable Russian Lada, with many other residents employed in work dependent on the plant (Tolyatti is discussed in detail in chapter 6). Yet by one count, 48 out of a total of 335 monotowns were under five thousand in population. Most ranged anywhere from over five thousand to three hundred thousand in size.58 Monotowns also vary in their level of isolation: some are located in areas with reasonable transportation to large cities, while others are quite remote.59 More over, the industrial sector of the “city-forming enterprise” in each town can face very different prospects, with those prospects changing over time.60


  Nevertheless, while the monotowns’ conditions are far from identical, a significant proportion of them face difficult prospects. While Zubarevich has been skeptical of overdrawn fears of social unrest in monotowns, she still argues that “sooner or later the majority of them will become problematic.”61 She argues that the monotowns in the worst position include enterprises in the machine-building industry and those poorly positioned in other industries, such as older and unmodernized steel mills, chemical plants, and paper mills, where “mass layoffs would sharply strengthen social tensions.” The World Bank has concluded that it “is likely that only a few of the enterprises can compete in international markets,” since their “underlying problems are market unfriendly locations for enterprises which produce uncompetitive products.”62 Indeed, while a number of the monotowns are located relatively close to other urban agglomerations, Russia’s enormous size, its low population density, and the decisions of Soviet planners have left many of Russia’s monotowns vastly more isolated than “company towns” in other countries.63


  The State’s Response


  For these reasons, as well as its clear concern for preventing social unrest, the Russian government’s monotown list divides the cities into three categories, according to their “risk of worsening social-economic conditions.” In the 2014 government list, seventy-five municipalities were included in “category 1” as having the “most complex [slozhnyy] social-economic conditions,” with another 149 included in category 2 as being at risk of worsening social-economic conditions.64 Those conditions are determined by such factors as the amount of actual or planned layoffs, the level of registered unemployment, and whether the local population judges the social-economic situation to be unfavorable (neblagopoluchnaya) “according to sociological surveys conducted by the Federal Protective Service” (FSO).65 This last point was a further indication of the government’s trepidation, as the entity put in charge of monitoring those conditions was not the Ministry of Economic Development or the Ministry of Regional Development, but rather the FSO, an organization that is the successor to the KGB’s ninth directorate and charged with guarding Kremlin officials.66


  Not surprisingly, the government has sought to maintain employment at relatively stable levels in Russia’s monotowns. One indication comes from a study by Simon Commander and colleagues, relying on a database of Russian enterprises from 2003 to 2008. Using their own definition of “one-company towns,” the authors find that the output of the dominant enterprises in such towns was 70 percent lower than that of their peers, after controlling for other factors. This lower level of labor productivity—which widened over time according to panel data—suggests significant labor hoarding.67


  Yet not all Russian monotowns avoided closures. The Baikalsk pulp and paper mill—also owned by Oleg Deripaska—provides an interesting counterexample. Long a symbol of the environmental destructiveness of the Soviet economy (indeed, opposition to the mill sparked a Soviet environmental movement dating to the Brezhnev era) as it threatened the health of Lake Baikal, the largest freshwater lake in the world, Baikalsk is also a place where “the entire life of [the town]—the kindergartens, the schools, central heating and electricity—depended on the pulp mill.”68 Still, given its substantial environmental and economic costs, the mill was closed in 2008 and its thirteen hundred workers let go. As in Pikalyovo, the town’s hot water supply was shut off for nonpayment. Some workers threatened to block the Trans-Siberian Railway, while others staged a hunger strike. Perhaps as a result, the mill was reopened in 2010. Yet the reopening itself led to competing protests, with two thousand people mobilizing against the reopening on environmental grounds and a comparable number rallying in support of the plant.69 By 2013 (perhaps after the fears of the 2008–9 economic crisis had faded), Prime Minister Dmitry Medvedev called for the mill’s closure once again. Acknowledging the “heated debates” over the plant’s future, he argued that “it’s time to muster up the courage and make responsible decisions.” He pledged nearly $1 billion toward the development of the area and also hinted at providing tax breaks to boost local tourism, though it remains unclear how much of this promised assistance ever materialized.70 The main income for some residents of Baikalsk after the closure of their town’s main enterprise came from selling strawberries, first grown commercially by immigrants from war-torn Ukraine.71


  Yet the Baikalsk plant appeared to be an exception, and large plant closures were avoided as a result of the 2008–9 crisis, which for Russia was deep but relatively short-lived. State spending, much of it from Russia’s oil reserve funds, helped ensure a speedy recovery. The exact amount that was expended to support Russia’s monotowns as a result of the crisis is difficult to determine. In 2010 the government allocated 25 billion rubles ($846 million) directly to twenty-seven monogorods. While this would appear to be a modest amount, according to the World Bank, applying the same amount to all monotowns would cost about 460 billion rubles, or 7 percent of Russia’s 2010 federal revenue.72


  Though the monotowns receded as a central focus of attention as the economy recovered after 2009, they reappeared again in 2014 with the drop in world oil prices. In April of that year, an official Kremlin session to discuss the problem of the monotowns was held in Petrozavodsk. Putin opened the session by stating that “today we have an important and very sensitive issue, a well-known and, I would even say, a painful one: the monotowns.” While the cameras rolled, with Deripaska visibly seated directly across from Putin, the president acknowledged the scale of the problem. He added, “We well understand that . . . when the well-being of people depends on one or two city-forming enterprises, the situation is very dangerous, very dangerous.”73 As the latest crisis continued, the official government categorization of monotowns according to their risk was increasingly referred to by colors (green, yellow, and red), and commentators, including government officials, referred to the worst-off monotowns as the “red hundred.”74


  By 2015, the Russian press began to refer to the monotowns as “social dynamite.”75 In December 2016, the FSO reported that 60 percent of monotown inhabitants found their conditions to be either unbearable or “bearable with difficulty.”76 By 2017, Russia’s Audit Chamber stated that that proportion had increased to 70 percent of monotown inhabitants.77 Sergei Mykhortov, a mid-level tycoon who became the (unpaid) mayor of the city of Novoaltai in Altai Oblast, attended a government-sponsored meeting of officials from Russia’s monotowns. Hearing stories from elsewhere, he realized his town was not so bad off. “There are monotowns with a yearly budget of 21 million rubles [$356,000 in 2017]. You wouldn’t believe it. I myself was in shock.” He added, “A yearly budget of 30–40 million rubles [$500,000 to $673,000] is far from rare. There are many towns where it is extremely difficult to live.”78


  Needless to say, such concerns refocused the government’s attention on the problem. In addition to monitoring the conditions in Russia’s monotowns, various ministries have been actively involved in various plans for their survival and further development. In 2014 the government created an official Fund for Monotown Development, with a number of government and quasi-government entities listed as partners, including two of the largest state-owned banks: VEB (said to be the most active supporter) and Sberbank.79


  Earlier, the government’s efforts were aimed at bailing out the monotowns that were in the direst shape, and also—especially through the oil boom years—at directing overt or implicit subsidies in order to keep the “city-forming enterprise” operating. This led to criticism from the World Bank and others that Russian officials should avoid arrangements that “encourage subsidies on non-viable enterprises in lagging regions.”80 Unless the investments were driven by market incentives, it was argued, efforts to modernize the monotown industries, or even to create new ones in towns with few prospects, “risk repeating the errors that created the monotowns in the first place.”81 Further questions were raised over the costs, especially over the long term, of trying to modernize, or simply revive, the central industry in various monotowns.


  With these constraints in mind, the government has established various programs aimed at providing employment in the monotowns, with the focus now less on reviving the “city-forming” enterprises and more on creating new sources of jobs in other areas. Such an approach mimics what David Harvey has described as a shift in urban planning strategy elsewhere from “managerialism” to “entrepreneurialism.”82 For example, one program encouraged monotown governments to apply for competitive grants based on projects for economic development, such as turning certain monotowns into tourist centers. Some have pointed to the experience of places like Dawson, Canada—known from the days of the gold rush through the novels of Jack London—which transformed itself from a virtual ghost town into a “thematic tourist attraction.”83 Yet it is hard to envision more than a few Siberian monotowns successfully marketing themselves as tourist sites to commemorate former gulag camps or the heroic workers of the Soviet era. In the minds of critics, the various monotown schemes often resembled Soviet five-year plans and “wishes and dreams” (khotelki).84


  Many proposals aimed at taking advantage of the existing infrastructure and workforce to create industrial parks or special economic zones (territorii operezhaiushchego razvitiia—TOR or TOSER in the Russian acronym). Originally proposed to spur investment in Russia’s Far East, TORs provide tax breaks and other inducements for capital investment in a given zone. While economists have argued such zones have led to successful development elsewhere, as in China’s coastal region, where they helped spur its economic boom, observers have been critical of Russia’s experience with such zones. The World Bank argues that for such zones to be successful, they need to be near existing economic agglomerations, a problem almost by definition for most monotowns. Hence in Russia’s experience “zones in underdeveloped regions with generally poorer infrastructure and thin labor markets have contributed to a low return on investment.”85 Zubarevich argues that, aside from a few exceptions, Russia’s “zones are barely noticeable in the country’s economy. The modest stimulus offered by law to these special zones does not allow them to overcome the barriers of unfavorable institutional circumstances.” As a result, she contends, the zones have “barely influenced regional development.”86 Besides the geographical disadvantage such zones face, Russia’s TORs miss the economic logic behind such zones elsewhere, which were geared toward producing competitive exports rather than boosting employment through production for the domestic market.87 Yet such concerns have not stopped the Russian government from encouraging the development of TORs in monotowns, quite likely because of the low federal expenditures required, at least in the short run, for providing tax breaks as an incentive.


  By no means are all the ideas being proposed for Russia’s monotowns misguided. For example, the Fund for Monotown Development has collaborated with NGOs such as the Strelka Institute, which focuses on urban design and architecture, to create a sophisticated website that gathers ideas about monotown development.88 One of their projects was called “5 steps to improvement!” where monotown residents could submit ideas for improving their communities, from cleaning up a park to installing a new promenade along a riverbank. The fund envisioned implementing the best of these ideas in each of the 319 monotowns. While such steps would appear to be small, they are in line with the emphasis many urban specialists place on getting the communities themselves involved in planning and shaping their cities and towns, rather than pursuing a centralized, top-down approach, which is especially ill-suited to Russia’s diverse monotowns.89


  Indeed, analyzing the diversity of monotowns would appear to be a more fruitful approach to seeking solutions. The Fund for Monotown Development has created its own categories for the cities, dividing them by their potential for diversification as well as their socioeconomic conditions. The fund concludes that while 134 of the 319 monotowns, and 57 out of the “red hundred,” have limited prospects for diversification, these account for only 14 percent of the total population for Russia’s monotowns. This suggests that the smallest towns are at the greatest risk, which makes sense in that one would expect smaller towns to have a harder time diversifying their economic base. According to the fund, 110 of the monotowns, and 32 of the “red hundred,” accounting for 42 percent of monotown inhabitants, have difficult conditions but a greater potential for diversification.


  This would suggest a more hopeful scenario for Russia’s monotowns overall. The fund does not make clear, however, the criteria used to determine a city’s potential for economic diversification. Nor does it specify the exact pathway for diversifying each town’s economic base, beyond calling for the growth of small and micro-enterprises. While attempts to incubate small businesses and the service sector make sense, the Russian economy has had limited success in promoting such activity—beyond the informal economy—even in better-suited locations. Moreover, if the “city-forming enterprise” fails to provide steady employment, it is hard to see who will have the income to pay for such services.


  In contrast to the fund’s plans, the government has called for creating jobs directly. First Deputy Prime Minister Igor Shuvalov claimed that between 2015 and 2016, over two thousand new jobs were created in seventeen monotowns, yet that amounts to only 141 jobs per city or town.90 Yet the fund itself estimates that solving the problems of “mono-dependence” (monozavisimosti) and unemployment in monotowns would have required the creation of 363,000 jobs by 2020.91 A number of these jobs, Shuvalov conceded, would be temporary, which would hardly resolve a long-term and chronic problem—and, liberal critics contend, would provide incentives for people to remain in depressed communities rather than seeking employment elsewhere. Moreover, of the jobs to be created, only a small portion would be created directly by the Fund for Monotown Development; the bulk would come from private investment.92 By 2018 the fund planned to invest 62.8 billion rubles (just over $1 billion) in monotowns, but it envisions, together with private investment (including “the co-financing of capital costs for investors”), 170 billion rubles (close to $3 billion) in outlays for monotowns to finance 150 investment projects.93


  According to critics, the government’s treatment of monotowns—the ranking of them by their conditions, and the direct government investment and tax breaks and special economic zones for those deemed worst off—creates perverse incentives. Similar to the allegations (as seen in chapter 3) that enterprises in the military industry inflate labor tensions in order to extract more state support, local officials can benefit by having their municipality officially designated a monotown, and then more so by having it recognized as a category 1 or “red” monotown. One monotown mayor claims there is a fight (borba) going on, involving the lobbying of (and by) governors and other officials, to point to bad conditions as a means of gaining government support.94


  By 2019, the government was sending contradictory signals about the success of the Fund for Monotown Development. In August Vesti.ru headlined a report in dramatic language: “Dying Soviet “Monotowns” to Be Repurposed! The Era of Bleak Industrial Rust Cities Is Over!” The reporting, based on a segment broadcast on the state channel Rossiya-24, said that from 2016 to 2018 the program led to the creation of sixty-five TORs, which received a ten-year holiday on property and federal profit tax among other incentives, and zero-interest loans were available for other projects. As a result, the program generated over four hundred thousand “permanent and temporary jobs.”95


  Yet, in contrast to Vesti’s spin, the Audit Chamber’s review of the government’s monotown program was rather scathing. Despite federal subsidies from 2014 to 2018 of just under 25 billion rubles ($400 million), the government was compelled to prepare a new program for monotowns, since “the previous one, designed for 2016–2025, was recognized as ineffective and terminated ahead of schedule.” The auditors found that the subsidies did not have a significant impact on monotown development, and the program “had failed to achieve its primary goal: to improve the quality of life for monotown dwellers.”96


  The Audit Chamber—headed by Alexei Kudrin since May 2018—found that the program actually did have an impact on certain monotowns, just on the wrong ones: rather than targeted toward the “red hundred” or most depressed monotowns, funds went to monotowns that were better positioned and already more diversified. This would hardly seem surprising, since the federal subsidies—by themselves rather paltry, though supplemented by generous tax breaks—were intended, according to the fund’s plans as described by first deputy prime minister Shuvalov, to be matched by a much greater amount of private investment.97


  Regarding the fund’s plan for job creation, economist Kirill Parfenov argues that “on the one hand, this ambitious plan to create a quarter of a million jobs is a frank admission of the impossibility of continuing direct support [for monotowns], and on the other hand it’s an attempt to find a way out of a catastrophic situation.” He called the plan largely “utopian.” In more bureaucratic language, the state Audit Chamber claimed that its examination “showed that the social and economic situation of most single-industry towns, despite the measures taken by the state, is deteriorating, while budget expenditures are increasing.”98 Natalia Zubarevich, arguably the leading expert on Russia’s regions, used a more colorful metaphor to question the government’s hopes that private investors would solve the problem: “In a country with a disastrous investment climate, the last place to invest money will be monotowns lacking attractive industrial assets. Here’s my question: Why would you choose a one-eyed, squint-eyed bride, when you can have a cute and long-legged one?”99 Indeed, such plans appear to be as utopian as the government’s earlier unmet goal, when in 2011 Prime Minister Putin proclaimed that two hundred thousand new jobs would be created in the monotowns by 2015.100


  Global Cities and the Challenge of Migration


  In the view of liberal economists including those at the World Bank, investing scarce government funds and capital to create jobs in depressed and isolated regions is not only ineffective, it is wasteful. According to the bank, “place-based interventions such as providing subsidies to failing enterprises and local populations . . . perpetuate immobility, tying labor to a location where it is unproductive,” acting as a drain on public resources. “The costs of keeping labor in the wrong locations” include lower productivity, reduced GDP, and slower growth.101 “The alternative,” according to the bank, “is to help people migrate from areas of low economic opportunity to areas of rising opportunity and in so doing prevent the fossilization of the economy.” Further, “to become a dynamic economy, Russia will have to be more flexible—to constantly move human resources and productive capital from low-value to high-value opportunities. This usually entails shifts of labor and capital from declining regions to expanding regions.”102 Indeed, the World Bank argues emphatically that Russia requires a “structural transformation” so that the country “can shift its economic base from over-reliance on natural resources toward productive manufacturing and services,” but this “cannot take place without a facilitating geographic transformation through increased mobility of labor.”103


  Not only foreign advisers are making arguments along these lines. As we have seen, the policies promoted by Kudrin, now incorporated into the government’s “Strategy for Spatial Development through 2025,” would, if fully implemented, entail a substantial transformation. For one thing, even if state investment was directed to the forty largest urban areas (rather than just the top twenty), that would leave roughly half of Russia’s population behind. As the commentator Leonid Bershidsky pointed out, “Areas that aren’t important for the government’s growth plans, transport corridors or geopolitics will suffer increasing neglect.”104 The World Bank has acknowledged why Russian leaders were hesitant to adopt the bank’s proposals: “Russian policymakers worry that emerging production will concentrate in some places of high economic opportunity and leave many workers trapped in less favored places. They worry that this will concentrate much of the nation’s wealth in a few cities and regions while leaving others with disproportionately high poverty. Even if this situation were temporary, this would be unfair and is unacceptable to many.”105


  The logic of Kudrin’s proposals—aiming to make the population more mobile—would suggest relocation as the preferred solution for the most troubled monotowns, an argument the World Bank makes explicit. Given Russia’s demographic dilemma—a shrinking population, especially of working-age adults—a simple solution would appear to be transferring labor from less productive jobs and regions to more productive ones. This was of course the answer for many Americans, who moved from Rust Belt cities to jobs in the Sun Belt. Yet the American experience, where the average family is said to move six to seven times over a lifetime, is exceptional; in Europe the average is twice, and in Russia even less.106


  To be sure, there has been substantial migration in Russia, especially in the 1990s and especially from the most inhospitable regions in the Far North and Siberia, when Soviet-era incentives for living there were reduced or eliminated altogether.107 Yet significant outmigration from the most inhospitable locations slowed around 1999 with the economic recovery.108 Overall, while more than 3 million Russians moved from one region to another in 1995, a decade later only 1.5 million had done so.109


  Russian workers, including monotown residents, are quite flexible; as we have seen, labor turnover in Russia is fairly high. Migration within and between regions certainly does occur; while the data are imprecise, a comparison of the 2010 census with recent estimates from the official statistical agency Rosstat shows a clear decline of population in many small to medium-size cities, and considerable population gains in Moscow, St. Petersburg, and other large cities.110 There is a general shift in the younger population, from small villages and towns to regional centers, if not Moscow and St. Petersburg, for university or work. As Jeremy Morris’s fieldwork suggests, labor turnover not only takes place in major metropolitan areas but also in monotowns, as workers seek to make such localities “habitable” by eking out a living in the informal sector when the pay or work conditions in the town’s city-forming enterprise becomes less than tolerable.111 In many cases a family’s major breadwinner travels for work, either daily or in a longer-term shift, even as the family unit maintains its primary residence in a monotown.112 This is a variant of the old Russian tradition of otkhodnichestvo, of peasants temporarily leaving their villages to earn money elsewhere.113 Such temporary labor migration is easier for residents in monotowns close to other urban centers, again underscoring the diversity of situations across different monotowns.


  To be sure, there has been massive outmigration from some particularly troubled monotowns that have essentially gone bust. In Vorkuta, a coal-mining center above the Arctic Circle that was founded as a gulag labor site, the number of active mines shrank from nineteen to four in recent years, and the number of residents is said to have declined by close to half, from 110,000 to 60,000.114 Yet the collapse of state support, private-sector investment, and weak institutions “opened the door to a broad-ranging informality” that has allowed those remaining to mitigate the boom-bust cycle.115


  Overall interregional labor mobility in Russia remains low. This is puzzling, especially when one considers that Russia suffers from an extremely high level of regional inequality—in terms of wages, living standards, social benefits, and overall quality of life.116 The Russian experience also stands in sharp contrast to many postcommunist countries in east central Europe, including the post-Soviet Baltic states, where many workers took advantage of the EU’s provisions for the free mobility of labor to relocate to countries with higher wages and more dynamic economies.117


  There are several reasons for Russia’s low level of interregional migration. Part of the obstacle is cultural, since Soviet workplaces were not only a place of work but often a paternalistic enterprise providing for much of life’s needs, and a “labor collective” that was almost a second family.118 Yet the barriers are also structural and institutional. Russia’s vast space increases the cost of searching for jobs, and of transportation and relocation.119 There is a lack of a dynamic labor market in many regions. One of the consequences of an economy with a heavy reliance on oil and gas production is that while the economic return can be high, the number of jobs created is quite low.120 There is limited available housing, and citizens in depressed regions can find themselves in a poverty trap, unable among other things to find buyers for their apartments in impoverished urban centers.121 While in the past, wage arrears and the lack of available credit and mortgage markets were a hindrance, currently many poorer families are immobilized by debt.


  Some in Russia and elsewhere have called for such radical solutions as the “liquidation or so-called ‘controlled shrinking’ of a town.”122 The World Bank contends that the government should “manag[e] the decline of settlements in remote regions that have lost their dominant industry and cannot be restructured.” In these cases, it is argued, the government should facilitate the migration of younger and more able workers to regions with greater opportunities by such steps as paying any wage arrears and “compensating for abandoned accommodation,” while also maintaining “adequate basic services for those unable or unwilling to move.”123


  The bank argues that “where the firms are inherently uneconomic and cannot be operated profitably, it would be better to close them than to subsidize or re-invest in them.” Otherwise, such subsidies, which are location-based and not “spatially blind,” immobilize workers and lock them in place, thereby penalizing workers by lowering their productivity and incomes. For the World Bank, “the overriding goal of reform is to create conditions so that labor can redistribute itself in line with emerging regional economic advantages rather than be trapped in lagging areas.”124 Yet the talk of “labor redistributing itself” treats Russia’s population as if it were just another factor of production, or as if the life choices of the Russian people are shaped by economic incentives alone.


  A similar if less economistic perspective is taken by some of Russia’s top researchers into the phenomena of Russian monotowns. Zamyatina and Pilyasov argue that often several generations of a family have lived in a monotown and worked in its core enterprise.125 Following Mark Granovetter, they speak of the population’s “cultural embeddedness” in the local economy, leading to various “lock-in effects.”126 They hold that “the greatest challenges generally lie in overcoming cognitive barriers. These are primarily dependency mentalities fostered by a long experience of living in a context of social guarantees offered by a backbone enterprise during its prosperity phase. Such a mentality, on the one hand, stifles individual initiative, in particular that of small business. On the other hand, it decreases the perceived value of activities outside the single-industry town’s specialization.”127 They argue further that monotown residents “are not usually keen to move to more dynamically developing regions” or even to “support obvious ways to overcome social tensions,” such as accepting offers of work in nearby towns to offset downsizing in their city-forming enterprise.128


  Yet Zamyatina and Pilyasov’s contention that “cognitive barriers” and “dependence mentalities” are the main impediment to resolving the challenge of Russia’s monotowns undercuts their earlier argument that any solution must be driven by the interests and concerns of residents themselves rather than imposed on them from above. Moreover, as we have seen, there is also much evidence that monotown residents are quite flexible. Indeed, as Zamyatina and Pilyasov’s research shows, paradoxically the most isolated monotowns can become the most innovative, since they have little alternative. Conversely, the monotowns that are closer to an urban agglomeration can suffer from adverse effects not only on their core enterprise, as key workers seek employment elsewhere, but also from the service industries that might offer an alternative to that core industry, as consumers can seek better options.129


  Whether or not one considers it the result of “cognitive barriers” and “dependence mentalities,” there is a clear resistance among many monotown dwellers to relocate, a resistance that can seem puzzling to outsiders (perhaps especially to peripatetic Americans), given the challenging economic prospects in many such cities and towns. However difficult their current situation, many monotown dwellers retain strong attachments to place, to friends and communities, and to traditions. Thus, in a study of the monotown Sokol in Vologda Oblast, residents expressed significant dissatisfaction with social conditions but voiced a limited interest in migration, given a high level of rootedness (ukorenennostʹ).130 While such attachments can exist in many settings, they can be especially strong in monotowns, where bonds were often formed during the Soviet period, when workplace and community were closely intertwined. What might appear to be a dependency mentality to some can seem quite rational: in the absence of robust formal institutions (such as a reliable job in the formal economy), the reliance on family, friends, and informal networks becomes especially crucial for survival.131 While relocating to a new city might offer economic advantages, it is not clear that on balance such a move would be considered a net benefit.


  Indeed, there is substantial evidence that such logic holds when the challenges of place are not only economic but climatic as well. Even in Russia’s Far North, where conditions are often quite bleak, research has shown that outmigration slowed dramatically after the 1990s not only owing to changing economic conditions, but also because of the social capital invested in place, the lack of clear alternatives, and the “psychic costs” of migration that often outweighed what others might view as simple cost/benefit calculations.132


  In a study titled “How the North Became Home: Attachment to Place among Industrial Migrants in the Murmansk Region of Russia,” Bolotova and Stammler find a strong attachment to place even among people living in industrial towns above the Arctic Circle. They describe a “process whereby an environment that is seen as ‘harsh,’ or ‘hostile’ by outsiders, and cities that are often considered neither beautiful nor worth living in, have become home.”133 Ironically, it appears that the very harshness of such locations can over time create a strong sense of community and of mutual reliance and bonding with fellow residents.


  One can find such attachment to place even in Norilsk, known as “the north-ernmost city in the world” and home to Norilsk Nickel, which is said to be “the world’s largest mining and metallurgy complex.” But Norilsk is also known as one of “the world’s most polluted places” and has such brutal environmental and living conditions that life expectancy is ten years shorter than elsewhere in Russia.134 Not surprisingly, there was massive outmigration in the post-Soviet years, including efforts at “managed decline.”135 Yet many who remain in the city of 177,000, even those not employed in the plant, claim to love living there.136 This is due in part, as Marlene Laruelle and Sophie Hohmann found, to the residents’ “pioneering spirit and the image of the Severyane, the ‘people from the North,’ who succeed by hard labor and a strong work ethic.”137


  Such rootedness and attachment to place are undervalued by the World Bank and the Russian government in their relocation efforts, since, as Bolotova and Stammler argue, “social, cultural, and other non-material variables” can “overrule even material incentives for relocation.”138 Indeed, as the notion of cultural embeddedness suggests, the very preferences of individuals can be profoundly shaped over time by their cultural milieu. As a result, relocation programs, initiated by the World Bank and carried out by the Russian government, have proven largely ineffective. Such programs have targeted “surplus populations”—that is, pensioners and other nonworking residents—with the ultimate goal of leaving behind only those engaged in profitable economic activity. However, whereas retirees in northern regions of the US often seek to move to Florida, in the Russian case pensioners in Arctic industrial towns have done just the opposite: a significant number would take the government’s housing incentive and purchase a dwelling in the south of Russia but transfer it to one of their offspring, while themselves remaining in the Far North.139


  Such attachment to place and resistance to relocate extends not only to industrial towns in Russia’s Arctic region but also to the region’s many villages. As Paul Goble has written, the Russian government lacks the funds to continue to subsidize people living in isolated villages in the Far North, “but it also lacks the money that would be needed to shut down these settlements and move their residents to cities.”140 At the time of the 2010 census, Russia had around 153,000 villages, and 60,000 of them had fewer than one hundred residents. Most still exist, and many are becoming increasingly isolated because of crumbling transportation infrastructure. According to a report from the Russian Academy for Economics and State Service, it would cost a minimum of 150 million rubles ($2.5 million) to close down a single village and another 1.2 million rubles ($20,000) to move each worker.141


  Still, in economic terms at least, in the long run it would be less costly to close the villages than to maintain them. But as Goble argues, even if the government had the funds for relocation, it would still have to handle “the opposition it would face from the villagers if it were to try,” since “a significant share of the population of these villages has little or no interest in moving away from where they call home.”142 According to Vladimir Klimanov of the Moscow Institute for Social Sciences, “There are not so many successful cases of forced liquidation of settlements.” The consequence is that the government has instead employed a strategy of “optimization” whereby hospitals, schools, and kindergartens in isolated villages are closed, and the roads or rail lines connecting them to the outside world are not maintained or repaired.143 Yet such a strategy would hardly appear optimum for a political leadership that depends in part on the support of rural voters. Moreover, while such “controlled shrinkage” might prove effective for small villages over time as the elderly population dies out, a similar scenario in an urban industrial center would almost certainly prove more problematic.


  Beyond the Far North, residents retain their attachment even in environmentally challenging and indeed toxic towns such as Asbest—whose very name proclaims its main product. Female pensioners in Asbest are not only proud of having worked in the city’s main plant for forty years, but declare that “we built this city with our hands.” Working-age men might complain about “this hick town” where “life sucks [zhivut khrenovo],” but they still find it habitable enough to remain. Even young mothers pushing strollers (who might most be concerned about the city’s conditions) explain that “we’ve lived in St. Petersburg, Yekaterinburg, but our city still pulls us in.”144 Yet Asbest is hardly without conflict: the mostly female workers at the Asbest brick factory (a subsidiary enterprise in the town) have protested loudly over their unpaid wages.145


  The monotowns form only part of a larger problem of managing Russia’s deindustrialization. Here it is worth considering Russia’s metallurgical industry, which includes several large plants centered in monotowns, as well as others that are located in urban centers alongside other industries. In many ways, the metal industry has been a bright spot in Russia’s Putin-era economy, as many steel factories benefited significantly from the boom in global commodity prices in the decade prior to the 2008 crisis. They did so largely by taking advantage of Russia’s relatively low costs in raw materials, electricity, and labor, inputs that are central to the profitability of the industry.146 Low costs for electricity were partly a legacy of the Soviet period and partly the result of cross-industry subsidies negotiated between regional leaders and oligarchs.147 As for labor costs, Russian wages in the metallurgical industry are lower than those of most of its competitors, especially those in advanced capitalist countries.148


  Yet while the metals industry benefited greatly from the boom years, like a number of other Russian sectors it remained vulnerable to commodity price volatility.149 Metallurgical plants and related industries in such regions as Vologda, Chelyabinsk, Lipetsk, Sverdlovsk, and Kemerovo were hit sharply by the 2008 crisis, with production dropping by one-third or more. Though the populations suffered through the loss of income, open unemployment was kept largely hidden by various interventions. Shortly after the crisis, Zubarevich argued that “the metallurgical regions . . . are ‘standing in line’ as candidates for depression [depressivnostʹ] in the foreseeable future.”150


  As Chris Miller argues in his study of “Putinomics,” steel firms “had to place social and political stability before profit. Magnitogorsk’s ability to improve productivity was limited by implicit prohibitions on firing excess workers. Russian steel firms remained far from optimal productivity, employing too many administrative workers, for example. As of late 2007, Russian steel firms had three times as many employees per ton of steel produced than did American companies. Reaching optimal efficiency levels that year, according to one estimate, would have required firing 140,000 workers.”151


  There is some evidence that, since then, several large metallurgical enterprises began to cut the number of workers substantially. In 2013, six major steelmakers were said to cut their payrolls by 33,500, reducing employment by over 9 percent from 2012.152 According to one observer, “five years ago during the collapse in steel trade . . . such a job cull would have been impossible because the Kremlin warned the mill proprietors against mass layoffs.”153 It remains unclear, however, whether the giant metallurgical combines have simply shed workers in such large numbers without costly make-work schemes. One of the most dramatic cases is the Novolipetsk Metallurgical Combine. The plant was said to reduce its labor force from roughly fifty thousand in 2001 to twenty-nine thousand by 2011, a 40 percent reduction. While two-thirds of the cuts were said to come from individual separations, at least one-third came by spinning off workers into new firms created by the company.154 Other metallurgical monotowns—such as Magnitogorsk, Nizhnii Tagil, and Novokuznetsk—despite the stated substantial reduction in the workforces of their steel plants, were placed in “category 3” of the government’s monotown list, meaning they were cities determined to have a “stable social and economic situation,” with registered unemployment no higher than the Russian average.155


  In 1999, Severstal employed fifty thousand people in Cherepovets; by 2017 it was just half that number, with six thousand workers let go in 2013 alone. Yet somehow the official unemployment level remained unchanged at 1.24 percent.156 A major explanation would appear to be that forty-five hundred of the laid-off workers were reemployed by enterprises funded by the company, and another ten thousand were given jobs at new companies supported by the steelmaker’s “business incubator.” Explained Alexey Mordashov, the steel titan who owns Severstal, “I believe there is a sort of social contract in many companies. I don’t pretend everyone is happy, not at all. But in general [Severstal] has a certain, I hope, social contract.”157


  Whatever the extent of the actual restructuring, the boom-and-bust nature of the industry continued to be felt. While a number of export-oriented metallurgical plants in Russia benefited from the devaluation of the ruble toward the end of 2014, since their costs were kept low relative to sales in foreign currency, by 2015 world steel prices hit their lowest point in eleven years, which compounded the slack demand from Russia’s own economic downturn.158 Yet while the devalued ruble continued to help Russia’s industry, workers were not necessarily enjoying the benefits. Given the gap between production costs in rubles and sales prices in dollars, firms could continue to pay their workers a low ruble wage while capturing the bulk of the profits from the exchange rates.159 Nevertheless, firms in the steel sector continue to struggle.160


  The fortunes of Russia’s metallurgical giants underscored the problem with the monotown label: these cities and towns, and their city-forming enterprises, were hardly monochromatic. Cherepovets in particular is held up by government officials as a success story and touted as the first monotown slated to leave the government’s monotown list. But critics have questioned whether it ever belonged there. Cherepovets, dominated by the conglomerate Severstal, whose owner, Mordashov, is one of Russia’s wealthiest oligarchs, had received 800 million rubles ($13 million) in federal funds because of its monotown designation. In line with the Audit Chamber’s allegations, others argued that the monotown list was subject to “manipulation” and that it “mostly resembles the strength of regional lobbyists.”161 As a result, the current plans are to cut the official monotown list roughly in half, to about 150 cities and towns. This has led to complaints from some of the more vulnerable monotowns. A local official in Irkutsk Oblast protested that “if we are suddenly removed from the monotown list and deprived of state support and benefits, this will be the collapse of all the hopes of local residents. There’s nothing and no one else we can turn to.”162 During a visit to the vast KAMAZ truck factory in Naberezhnye Chelny, when pressed by workers about the end of monotown support, Putin promised the support would continue.163 As one journalist put it, “the president of Russia has repeatedly addressed the topic of monotowns. He stressed that the situation should be saved, because people should not suffer from the death of city-forming enterprises.”164 Yet the promised sums to be distributed through the Monotown Fund remained paltry: 5.5 billion rubles annually for the next three years.165


  It is important to recognize that, in themselves, the monotowns merely represent an extreme form of a broader problem. Sergei Besdelov, an economist and official with the Russian Chamber of Commerce and Industry, had a curt solution to the monotown problem: “If it’s cheaper to destroy a monotown [than revive it], then the question answers itself.” Yet he was quick to add, “I believe that we should not talk only about monotowns. Everywhere there are places where people live poorly, where the level of infrastructure, health care, and the state of the economy leaves much to be desired. In this sense, a monotown is no different from another small locality.” Yet, he added, the government has failed to reveal the full extent of this challenge.166


  Russia’s monotowns—one-industry towns left over from the Soviet era—create a significant challenge for Russia’s political leadership. They form one part of Russia’s industrial inheritance from Soviet planners, which includes large enterprises centered in many small-to-medium-size cities, dispersed across Russia’s vast territory, often located in harsh climates. Many are unprofitable, and even those that are better positioned are vulnerable to economic shocks and volatility in global commodity prices. Entire towns are dependent on the continued operation of these enterprises. Moreover, the monotowns form only part of a larger problem of managing Russia’s deindustrialization.


  The problem of Russia’s monotowns came to the fore with the 2008–9 global economic crisis, when fear of a new “Novocherkassk” workers’ rebellion seemed to come to life in the town of Pikalyovo, where Putin personally intervened to resolve the crisis. Further crises were avoided, but only through administrative measures and costly subsidies to prevent mass layoffs and plant closures.


  While the worst fears of monotowns being a Russian “time bomb” now appear to have been exaggerated, the problems are chronic, and government officials speak of the “red hundred” of the most troubled monotowns. Official plans for supporting the monotowns, which entail both massive job creation and inducements for private investment, have been called utopian by critics. Yet the proposals of liberal economists and others, for reducing subsidies, encouraging outmigration, and allowing for the “controlled shrinkage” of these company towns, appear perhaps at least as unrealistic, for the simple reason that many people do not want to leave.


  Indeed, the reasons for the low level of migration in Russia, even from depressed areas, are not only economic, but social and political as well. Simply put, many people have become attached to place, even to places that few others would consider habitable, an attachment that can take the form of “aggressive immobility.”167 Even when migration does happen from monotowns or depressed urban centers, a substantial population almost always remains. Such a consideration is largely missed by the World Bank and other liberal reformers, who claim low mobility must be due to the country’s industrial and labor policies.


  Still, the economic logic is hard to deny. In the long run it may be true, as Leonid Bershidsky argues, that “the Grim Reaper is coming for the once-bustling little towns where people had moved from the villages. In a country with too much space and too few people, much of the territory is doomed to be a huge fly-over zone.”168 Yet unless that process happens very gradually—a pace that would undercut the goal of economic growth—attempts to uproot people from places they call home will almost inevitably lead to protest.


  The dilemma extends beyond geography and economics. The 2008 economic crisis not only brought Russia’s monotowns to the fore but also marked a shift by the country’s leadership toward greater state control over the economy, more emphasis on the “social responsibility” of the country’s oligarchs, and, as we shall see in chapter 7, an increased populist turn toward nationalist and socially conservative rhetoric.169


  So the challenge of the monotowns remains. As Stefan Hedlund, a longtime observer of Russia’s economy, reflects, “the non-decision on what to do with the monotowns provides perhaps the most important reflection on how the Russian government is searching—fruitlessly—for a new economic growth model and development strategy.” He argues that “they should be simply phased out and resources freed up for more productive ventures,” while at the same time observing that “voters in the Russian rustbelt form the bedrock of political support for the regime, which fears the anger that would follow from aggressive enterprise closure.”170


  Does the Russian government—as powerful and in control as it would appear to be—really fear the anger from rust belt workers in its monotowns? With Russia’s dominant trade union federation allied with the Kremlin, with considerable restrictions on strikes and protests firmly in place, and with Russia’s working class said to form the bedrock of the regime’s political support, does such fear have any solid basis? We turn to such questions in the next chapter.
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  LABOR PROTEST IN RUSSIA’S HYBRID REGIME


  So far, this book-length study about the politics of labor in Russia has had relatively little to say about labor relations and trade unions. While a central argument of this study is the regime’s perceived vulnerability to socioeconomic protest, we have focused only tangentially on the causes and extent of protest by Russian workers. This chapter will fill that gap and concentrate attention on unions, labor relations, and worker protest. It will argue that regarding labor, Russia’s political leadership, as it has with its attempts to control civil society generally, has created a paradox: by seeming to protect itself from any semblance of an independently organized labor movement, it has left itself open to spontaneous protest that has the potential to become quickly politicized.


  Despite considerable research over the years, some key questions about Russian workers remain unanswered: to what extent are workers able to assert their interests, and to what extent do they remain patient, resigned, or quiescent? When they do protest, are their demands “defensive” or “offensive”? Are those demands directed at managers and owners, or at government officials? Do protests tend to be led by unions (whether “legacy” or alternative), or are they more often wildcat actions? How much are workers’ actions shaped mainly by their mentality, such as habitual patterns or ideological legacies, and how much are they shaped by structural constraints, such as economic conditions? Not least, to what extent have Russian industrial relations been transformed over the last two to three decades, and how much do workers and workplaces remain weighed down by the Soviet legacy?


  In order to understand the significance of labor protest today and the potential threat it poses, we need to examine some formative episodes in Russian labor relations, such as the strike wave of the late 1990s and the adoption of the new Labor Code shortly after Putin came to power. This chapter will then probe the choice workers make between pursuing individual strategies—whether redress through the courts or exit to the informal economy—or acting collectively to address their grievances, and explore the types of conflicts that generate overt protest, how the authorities tend to respond, and the struggle of workers and others to make sure their demands are heard.


  Russian Unions, Legacy and Alternative


  As with Russia’s industrial landscape, Russia’s labor unions were substantially shaped by the Soviet past. In contrast to unions in advanced capitalist societies, workers, managers, and union officials alike viewed Soviet enterprise-level unions as arms of management, and unions and managers often provided a common front in bargaining with central planners. Unions rarely saw themselves as independent advocates of workers in adversarial bargaining with managers. They had very little say over such fundamental issues as wages, which were centrally determined, and collective agreements contained little beyond what was stated in Soviet labor law. As a result, workers were more likely to approach their supervisor rather than their union representative with a workplace grievance. The complaints that workers addressed to unions typically concerned the goods and services that the unions distributed, arguably their main role in the Soviet system.1


  Erik Olin Wright’s three sources of workers’ bargaining power can help make sense of the power of workers within the Soviet political economy and the subsequent transformation of that power in the post-Soviet context.2 The first source is “associational power,” from collective workers’ organizations such as unions and political parties. There are also two types of “structural power,” stemming from workers’ place in the economic system: “marketplace bargaining power,” such as from tight labor markets, and “workplace bargaining power,” from the strategic location of certain groups of workers. Despite all the rhetoric, workers clearly lacked associational power in the Soviet system, but given the labor shortage, they did have marketplace power. Even with the de facto prohibition on strikes, they also had workplace power, since the shortage of labor and other necessary materials meant that labor’s cooperation was often necessary in key areas of production. Such bargaining that did take place occurred informally, on the shop floor between workers and line managers, based on workers’ individual power to exit their jobs given the shortage of labor.3


  Much of this changed dramatically with the end of the Soviet Union. With the transition from communism to capitalism, the labor shortage was replaced with the threat of unemployment, and Russian workers lost much of their structural power. With the promise of a more democratic system, workers might have hoped to increase their associational power. Yet Russia’s trade unions remain dominated by the Federation of Independent Trade Unions of Russia (FNPR), the successor to the communist-led union federation of the Soviet period.


  Russian unionization rates have declined dramatically from the Soviet days of compulsory trade union membership. According to the union federation in 2018, “trade unions affiliated with the FNPR account for over twenty million members, which is about 95 percent of all organized workers in Russia.”4 About one-fifth of those members, however, were nonworking students or pensioners. Still, roughly one-quarter of those employed in Russia are union members, and about half of all those working in large and medium enterprises belong to unions.5 Mikhail Shmakov (the union’s president since 1993) could claim that the FNPR remains “the biggest non-governmental association in the Russian Federation.”6 Alternative unions exist, and together claim a (very likely inflated) membership of close to five million, an estimate unchanged since 2000.7


  Despite its still-sizable membership, large structure, and a near monopoly on worker representation in Russia, the FNPR is a clear example of a “legacy union”: a union whose resources are the result of its privileged yet subordinate position in the previous (in this case communist) regime.8 As Russia’s business newspaper Vedomosti put it, “luckily for many businessmen, workers’ associations in Russia are survivals of the Soviet era and are not unions in the real sense of the word.” Or as close observers of Russia’s civil society stated, “FNPR unions are para-statal organizations intended to manage workers rather than represent them.”9


  Much of the FNPR membership remains a rather passive holdover from the Soviet era of compulsory membership, with workers often not knowing whether they were union members or not.10 Nor do unions garner much trust from workers or the general public. A survey from 2008 conducted by the state-owned polling agency VTsIOM found that of those respondents with a trade union at the workplace, 64 percent “do not believe it helps the living standards of their staff,” and only 11 percent held the opposite view.11 Such views have not faded with time: a Levada Center poll from September 2017 found that unions remained near the bottom of public institutions in terms of trust, with only 22 percent of the population expressing trust of unions, placing unions ahead only of political parties (19 percent) and big business (18 percent).12


  While the FNPR took a confrontational stance against Yeltsin’s economic reforms in the early 1990s, siding with Yeltsin’s opponents who were defending the Russian “White House” during the dramatic confrontation of October 1993, the dénouement of the “October events” (which included the shelling of Russia’s parliament) was a pivotal turning point for the FNPR. In the aftermath, the Yeltsin administration threatened to take away the significant properties and other assets the federation had inherited from the Soviet period. Shmakov was appointed head of the federation, and the FNPR began its shift to an accommodationist policy toward the Yeltsin government, an approach that increased significantly under Putin’s leadership.


  The Strike Wave of the Late 1990s


  As we saw in chapter 2, while Russia avoided mass unemployment in the 1990s, by the end of the decade the resulting low wages erupted in a crisis in wage arrears. While mass layoffs were avoided, the result was a very significant if peculiar strike wave from 1996 through 1999. Defying the stereotype of quiescence, the strike wave demonstrated that Russian workers were able to mobilize on a massive scale. Not only industrial workers, but also teachers, doctors, and nuclear scientists went on strike and blocked traffic in a number of Russian regions.13 Yet as Greene and Robertson point out, “from an international perspective, the strikes of the Yeltsin era were quite unusual,” in part because most were prompted not by traditional worker grievances; instead, “more than 95 percent of strikes were about unpaid wages, legally owed by employers.”14 Graeme Robertson convincingly argues that wage arrears “had become the dominant economic problem in Russia in the second half of the 1990s.”15


  A large proportion of these strikes, however, were actually coordinated by regional political elites (with the blessing of managers, as well as the FNPR) trying to gain leverage in bargaining or political struggles with Moscow.16 For example, Primorsky Krai governor Yevgeny Nazdratenko bused strikers in to blockade the Trans-Siberian railway in order to pry greater support from Moscow.17 Such a phenomenon provides further evidence, at least for the 1996–99 strike wave, that the dominant trade unions remained allied with managers as well as regional elites.18


  Nevertheless, a significant number of the protest actions occurred spontaneously, reflecting a tremendous amount of anger and frustration.19 Coal miners did not need Governor Nazdratenko to show them how to block major railways: already in 1994, in a desperate attempt to obtain their promised wages, Kuzbass miners blocked the Trans-Siberian Railway and invited Vladimir Zhirinovsky to intervene on their behalf, while in another case, miners refused to resurface from their mine until their demands were addressed.20 By 1998 such actions by miners culminated in the “rail wars,” when in May and June of that year miners from Sakhalin, Primorsky Krai, Kemerovo, and Komi, seeking back wages, repeatedly blockaded the Trans-Siberian and other major railways. The blockade effectively divided the country in half and shut down the country’s main source of transportation, causing millions of rubles in economic losses.21 Surveys showed that despite the hardships the rail blockades imposed, between 50 and 60 percent of the Russian population supported the miners’ actions.22 Beginning in August, miners encamped on Gorbatyi Most in front of the Russian White House, banging their helmets on the cobblestones every half hour to remind government officials of their presence. By that month approximately $12.5 billion in back pay was owed to Russian workers.23 The nonpayment of wages extended to Russian soldiers, contributing to morale problems in the military.24


  It was in this context that the Russian government failed to reach an agreement with the IMF on austerity measures, delaying the next $670 million disbursement of the IMF’s three-year, $9 billion loan.25 All along, the Russian government had been desperately trying to defend the ruble’s value and maintain payments on Russia’s debt to international creditors. Yet by August the government devalued the ruble and declared a moratorium on the repayment of its foreign debt. These steps were justified by the need to pay off back wages to coal miners and others to “ease the alarmingly high social tensions in the country.”26 Indeed, to a significant extent the government had faced a crucial dilemma: to pay international lenders and defend the ruble, or pay protesting miners and others back wages. Soon after the August 1998 devaluation of the ruble, one of Russia’s oligarchs, Vladimir Potanin, “flustered financial markets when he warned that Russia would sooner default on its [foreign] debt than risk disrupting ‘social peace.’”27 It was then that President Yeltsin warned the internal affairs minister, Sergei Stepashin, that “the situation in the country could explode.”28


  While protests by coal miners and others helped push the Russian government toward default and devaluation, and the miners achieved some concessions from their rail blockades, the collapse of the ruble severely impacted the wages of Russian workers, and the strike wave reached its height after the ruble’s collapse.29 Overall, the strike wave provided “considerable support for a direct connection between economic hardship and strikes” in Russia.30


  Given the steep drop in economic activity and the loss of workplace bargaining power, it is perhaps not surprising that, following the logic of Joshua Clover’s argument, the protests were less often strikes halting production and more often actions blocking transport (or “circulation”) or other dramatic acts to draw attention to the workers’ plight.31 Indeed, a significant portion of worker protests during this period involved extreme measures: the hostage-taking of managers; the seizure of factories by work collectives contesting privatization; the hunger strikes and even the self-immolation of those not getting paid. Between 1997 and 2000 Interior Ministry reports recorded at least thirty cases of self-immolation or suicide by protesting workers, more than 840 separate hunger strikes, 94 cases of rail blockades, and 356 cases of highways being blocked, as well as 40 cases of building or factory occupations. Various forms of direct action accounted for over 25 percent of all protests during this period, with hunger strikes alone accounting for 14.5 percent of all protest events.32


  Putin Comes to Power


  With this strike wave as backdrop, “upon assuming power, Putin quickly undertook measures to curb regional leaders, unions, and others who might challenge his rule.”33 The different union camps provided distinct challenges. FNPR unions, alongside managers and regional leaders, were seen as complicit in generating protests, while alternative unions often pushed for dramatic collective action. According to Robertson, “this had not gone unnoted in the Kremlin, and one of the first institutional reforms on the agenda of the new Putin administration was a major overhaul of labor legislation that would change the position of the largest labor unions and effectively incorporate them into the Kremlin system.”34


  Thus, the strike wave directly prompted Putin’s push for a new labor code soon after becoming president in 2000, both as a first step in controlling regional elites through his new “vertical of power” and to prevent spontaneous protests and direct actions from getting out of government control. There had been previous attempts to enact a new labor code, since the existing one (although modified) dated from the Brezhnev era; the government and employers, along with the World Bank, the IMF, and multinational corporations, had long derided provisions they viewed as incompatible with a market economy, such as the trade unions’ right to veto layoffs (a provision that had little meaning in the Soviet era, given the labor shortage).35 The initial plan proposed by the new government was part of a liberal reform program known as “Strategy 2010,” drawn up by a team chaired by economist German Gref.36 The plan was based closely on a version prepared by the IMF and aimed at significantly restricting the rights of Russia’s unions.


  The previous attempts at reforming the labor code had been thwarted by opposition from the Communist Party’s considerable presence in parliament; but with the Duma elections of 1999 that obstacle was removed as the party’s presence decreased. The new parliament, however, included a number of trade unionists. A “group of eight” union leaders in the Duma mobilized a campaign against the proposal, succeeding in framing Gref as a “cutthroat liberal” and his plan “as utterly capitalist,” thereby dooming it.37 Following its defeat, Ashwin and Kozina concluded that “the struggle over the Labor Code reveals that Putin’s concern for social order trumps economic liberalism. It also shows that, despite the unions’ limited capacity for mobilization, the government is wary of outright confrontation.”38


  Yet rather than conceding defeat, the Putin government built a new coalition, splitting the unionist parliamentarians by granting the FNPR something close to monopoly status.39 While all unions were opposed to the government’s initial draft, the FNPR and independent unions were soon bitterly divided over the compromise version reached by the government and the FNPR, the version that was eventually passed by the Duma. Independent unions raised a number of objections, most particularly over removing the union “veto” over a worker’s firing (though unions could state an opinion on the matter).40 Yet their main concern was that under the new labor code, management must negotiate only with a union that commands a majority of the workforce. Specifically, when an enterprise has more than one union, the unions should form a single organ representing the trade unions in proportion to their membership, but if they could not agree to do so within five days, the union containing a majority of members would represent all workers.41 The provision was clearly a threat to the smaller, alternative trade unions, since, as one Russian expert noted, “the old and new unions have been openly at war with one another,” and “it is almost impossible to find cases in which they have acted jointly to defend the interests of workers.”42 A decade after the law was passed, a leading Russian labor researcher found that “the most important problem of the alternative unions continues to be their institutional exclusion, which is largely a consequence of the existing labor code.”43


  The marginalizing of alternative unions had significant consequences, since, while they remain small, their institutional exclusion contributes to their militancy. As for the FNPR, the increasingly popular Putin soon endorsed Shmakov in his reelection as head of the union federation.44 As Robertson concludes, “with the introduction of the new Labor Code, the government fully integrated the official unions into a system of hierarchically managed interest intermediation at the expense of more democratic and representative alternatives.”45 Grigoriev and Dekalchuk go further, arguing that in order to get the labor reform through a still-chaotic Duma, “the government ventured to reorganize the party landscape through uniting the pro-Putin forces into a single, more manageable entity,” pushing the OVR and Unity parties to merge as United Russia, the party that would dominate the Duma well into the future. Thus, they conclude, a byproduct of the drive to push the new labor code through parliament “was that it contributed to the nascent corporatism in state-society relations.”46


  Over time, the FNPR itself formed a partnership with United Russia, and the two groups have since coordinated “protest” actions that appear more like political campaigns.47 In 2011, the same year the “Russia without Putin” protest wave began, the FNPR joined the Russian People’s Front, a coalition set up by Putin between United Russia and various officially recognized and supported civil society organizations. The FNPR’s Shmakov was seen meeting regularly with Putin; one of Shmakov’s strengths was that he could claim regular access to the corridors of power in the Kremlin. Given such a reliance on the state, however, any attempt by the FNPR to challenge state policy would require a radical transformation, a step it has shown no inclination to take. In a sign that the government also takes this relationship quite seriously, it supported a bid, later aborted, to replace Shmakov with Andrei Isayev, one of the top leaders of United Russia (as well as of the FNPR).48


  Nominally at least, the Russian government and the FNPR sought to create a western European–style system of “social partnership” for industrial relations, with tripartite commissions on various levels including representatives from unions, employers, and the state. Rather than an avenue for bargaining and compromise, however, with the FNPR’s acquiescence such institutions have largely aimed at defusing conflict. Even in the wake of the 2008–9 economic crisis, when union members were experiencing the greatest hardship they had faced in years, the federation prided itself on ensuring social stability above all. The FNPR commissioned an “independent study” of its activities during the crisis that reached “an important conclusion: in times of crisis the value of trade unions to ensure social stability has increased significantly.”49


  One might argue that the Russian labor market—with its flexible wages alongside relatively low unemployment—reflects the success of social partnership, since traditionally, strong corporatist arrangements often resulted in a compromise of unions accepting wage restraint in exchange for full employment.50 Yet, as we have seen, “wage restraint” begins to sound like a cruel euphemism when there is little to no wage floor (with the minimum wage and unemployment benefits for many years well below subsistence level) and where economic downturns are met with delays in paying any wage at all. Outside of a few sectors discussed below, Russia’s unions have had little to no impact on wage levels; that is, the union “wage premium”—the greater wage that union workers receive compared to their nonunion counterparts, which in the US remains about 20 percent—in Russia is virtually nonexistent.51 Simply put, the inability of unions to influence wages has directly shaped Russia’s extreme wage flexibility, its low wages and low labor productivity, and the failure of unions to reverse Russia’s huge growth in inequality.


  One of the main reasons for the inability of Russia’s unions to influence wage rates is that, in the workplace as well as at the national level, most FNPR unions adhere more closely to Soviet practice than act as advocates for workers in an often-antagonistic bargaining relationship with management. One study of Russian workplaces finds that FNPR unions tend to continue to operate under a “distributive model,” whereby they are “viewed by employers as a subdivision of the human resources department, the job of which is to motivate and support worker morale, or to help in distributing social benefits. As a result, most unions are involved in distributing resources, as in Soviet times.”52


  Not only do Russia’s unions, on the whole, fail to push for higher wages for their members; given weak membership ties, they have a very limited ability to mobilize their members. According to union officials themselves, union membership plays little to no role in whether a worker decides to engage in a work-place protest or not.53 For most FNPR unions, in the workplace as well as at the national level, the main goal is to preempt conflict, to engage in a “hierarchical dialogue” with employers, and to “try to avoid open protest actions by all possible means.” Should a conflict break out, these unions may intervene, but mainly to act as a “buffer” between workers and employers.54


  Given the FNPR’s large and diverse structure, there are important exceptions to such generalities.55 Yet the major exceptions come from Russia’s alternative unions, which tend by their very nature to be more combative. In contrast to the “distributive model” more typical of FNPR workplace unions, alternative unions are closer to a social movement or “protest model” of unionism. Though their membership is small, alternative unions are directly connected with much of the recent strike and protest activity described below.56 Alternative unions generally attract younger and more able-bodied workers, including those found in multinational corporations; and unlike FNPR unions, they don’t include managers in their membership.57 Union staff are often unpaid activists, and, as distinct from most FNPR unions, some alternative unions avoid any formal contact with the enterprise hierarchy, to prevent potential vulnerability to managerial pressure. Alternative unions view the threat of protest as the main source of their bargaining power with employers, and regard leading protest actions as one of their basic functions, though they can take such actions only with the active support of their members. Not surprisingly then, as Vladislav Inozemtsev has argued, “there is abundant evidence that the Russian authorities are wary of any sign that an independent trade union movement might be in the offing and they are hostile to any form of professional solidarity.”58


  Labor Law and Individual Strategies


  The obstacles to labor protest in Russia extend beyond Russia’s dominant unions and their ties to past practices. Russian labor law also places severe restrictions on the right of workers to use their ultimate source of power: to refuse to work, or to strike. Since strikes were simply not supposed to occur in the Soviet Union, there was never a Soviet strike law. The law on strikes (or more specifically, the Law on Collective Labor Disputes) was first written in 1991, extensively revised in 1995, and following the strike wave of the late 1990s the legal avenues for engaging in strikes were further restricted with the new Labor Code.59 The law itself is arcane and lays out extremely detailed procedures that must be followed before a strike can be considered legal.60 Rather absurdly, the law states that unions must not only announce beforehand the start date for the strike, but also the date when the strike will end. Even FNPR president Shmakov has expressed concern, stating “in world practice, Russia has the longest list of activities where strikes are banned. It is practically impossible to stage a legal strike.”61


  The upshot is that spontaneous strikes are almost always illegal, as are solidarity strikes, political strikes, or strikes about any issue that does not appear in the labor contract. This is a significant problem, since most overt conflicts have been spontaneous, “wildcat” actions, often deemed illegal, and participating workers can simply be dismissed for absenteeism. Since FNPR unions are often opposed to such strike activity, those accused of illegal strikes can find it difficult to obtain legal representation.62 The law on strikes has been so restrictive that at various times government officials have considered expanding the scope of legal strikes, while at the same time increasing penalties for engaging in strikes with “noneconomic or political demands.” Such discussion clearly suggests the government’s concerns that workers have few legal and effective channels through which to express grievances, but also their understanding that, in the absence of such channels, workers’ spontaneous actions can quickly become politicized. As will become clear, such concerns are not unfounded.


  While it is not surprising that organizations such the ILO might criticize Russia’s restrictive labor relations, less predictable has been the criticism from the OECD, an organization hardly known for its pro-labor views, though it states its recommendations for Russia’s labor laws quite clearly: “In particular, ease conditions for more than one trade union to participate in the collective bargaining process at the firm-level. Better enforce the provisions guaranteeing workers’ representation. Relax the very strict provisions on the right to strike.”63


  Since the struggle over the Labor Code shifted from creating greater labor flexibility to building a form of state corporatism and controlling strikes, Russian business leaders and the business press have continued to complain about the need to make Russia’s labor laws more flexible, “enabling entrepreneurs to get rid of excess personnel in a more timely fashion.”64 Some experts also contend that Russia’s labor laws remain rigid, place significant obstacles before employers in terms of firings and temporary contracts, and maintain inefficient forms and levels of employment.65 International comparisons would suggest this is true: according to the OECD, Russia is second only to Portugal in terms of its strictness of employment protection laws regarding individual dismissals (see figure 5.1).


  [image: FIGURE 5.1. Strictness of employment protection (individual dismissals) Source: OECD. Note: Russian and Brazilian data from 2012; British and Slovenian data from 2014; Lithuanian data from 2015; all else from 2013.]


  FIGURE 5.1. Strictness of employment protection (individual dismissals)


  Source: OECD.


  Note: Russian and Brazilian data from 2012; British and Slovenian data from 2014; Lithuanian data from 2015; all else from 2013.


  Yet one must also consider how effectively such laws (or laws in general) are enforced in Russia. While Russia’s adherence to the rule of law was highly questionable in the 1990s, when the threats of violence rather than legal norms shaped the behavior of many economic actors, even by 2017 the World Bank claimed that Russia ranked below Brazil, Mexico, and Ukraine in terms of rule of law, and just above Belarus (see figure 5.2).66 If the rigidity of employment protection legislation is a major factor in preventing employers from firing workers, one would have to assume that those particular laws were somehow enforced differently from other laws (including, for example, laws prohibiting wage arrears). Yet according to one study, a major problem facing Russian industrial relations is “the legal nihilism of employers, who often ignore the provisions of the Labor Code and collective agreements.”67 As Vedomosti points out, “managers have learned to force unnecessary or unwanted employees to leave ‘of their own volition’ or ‘by agreement between the parties,’” essentially violating employment protection laws at will, a point on which the World Bank also agrees.68 According to a survey of those directly involved in enforcing employment protection legislation, only 8 percent of employers’ representatives, 3 percent of judges and regional trade
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  union officials, and none of the surveyed labor inspectors or officials of the Public Employment Service believed that such laws were fully enforced. As Gimpelson and Kapeliushnikov conclude, “This may explain the puzzling association between stringent regulations (on paper) and remarkable flexibility (in practice).”69


  Indeed, in other countries that have rigid employment protection laws, the result is quite often “dual labor markets”: stable employment for those with contracts in the formal sector (especially if they are unionized), and a large portion of workers existing outside those protections in the informal sector. Yet interestingly, in Russia informality and “legal nihilism” pervade the formal (and unionized) sector as well.


  Since violations of labor law in Russia appear widespread, not surprisingly workers and their advocates have sought redress through the courts. This was especially the case in the late 1990s. The number of wage complaints handled by public courts rose from 19,000 in 1993 to 1.3 million in 1998—an almost seventy-fold increase, and in 1997 alone, 6 percent of the total Russian workforce sought redress for the nonpayment of wages through the courts.70


  While Putin sought more liberal laws on the firing of workers with the new Labor Code, his leadership also increased the criminal penalties for employers failing to pay wages to include imprisonment, no doubt a popular move in the wake of the wage arrears crisis. Though the problem of wage arrears largely evaporated with the economic recovery in the early 2000s, as economic growth in Russia declined in recent years (particularly following the 2008 crisis), incidents of the violation of labor laws appear to have increased, and workers are once again turning to the courts. According to a survey of sixteen hundred workers in thirty-five Russian regions conducted in June 2017 by the Center for Social and Political Monitoring at RANEPA’s Institute of Social Sciences, nearly half of all surveyed workers (42 percent) reported violations of labor rights, with wage arrears the most common complaint. Tellingly, workers were over seven times more likely to complain about labor violations to managers (36.7 percent) than they were to trade unions (5.1 percent). However, while a worsening economy led to more labor violations, according to coauthor of the study Andrei Pokida, in such conditions workers were less likely to complain, fearing for their jobs and for the survival of their company.71


  Yet despite the small proportion of workers who appealed to the courts (only 4.1 percent of those polled), given worsening economic conditions the absolute number of those complaining about wage arrears grew. The Supreme Court’s adjudication department reported that the number of legal complaints over wage arrears increased from an average of around 29,000 per month in 2007 to a monthly average of 40,600 in the first half of 2017. Further, over 95 percent of those cases were decided in favor of plaintiffs.72


  Following the logic of Russia’s political leaders, it is undoubtedly preferable for workers to complain through an individualized, slow, and deliberative legal process than through collective action. Such individual paths fit with other preferred avenues for registering grievances, such as writing letters to authorities about specific problems or complaining during President Putin’s yearly “direct line” television show.73 Such isolated and localized forms of complaint provide critical feedback about major social problems without threatening those in power with collective action that might spin out of control.74


  As Gimpelson and Kapeliushnikov argue, “The prevalence of individual exit strategies over collective action serves as a kind of shock absorber, partly easing social tensions and turning them into a hidden form.”75 Such exit strategies include informal work arrangements that provide a crucial buffer for many workers and an individualized alternative to oppressive employers. As we have noted, Jeremy Morris has well documented working-class resilience in Russia where workers don’t merely survive, but through various strategies make their postcommunist and increasingly postindustrial working-class milieu “habitable.”76 While not purely isolated individuals, in the sense that Morris’s informants form close bonds with a small circle of friends, these mostly remain tight circles of mutual adaptation, with little direct impact on broader society. Hence despite the many grievances that Russia’s workers might have, from low wages and wage arrears, to violations of labor rights and ineffectual trade unions, to dismal prospects in dying monotowns, the incentives for workers lie mostly in relatively low-cost (if low reward) individual avenues for defending their social standing, rather than attempting to undertake the challenge of high-risk collective action. Workers, not least those in monotowns, remain for the most part dispersed, scattered, secluded, so that even the protests that do break out can be dampened like isolated fires.77 Thus, in the views of some observers, provided there is no great shock to prod them to action, workers are likely to react to Russia’s gradual deindustrialization like the proverbial frog that sits in a pot of lukewarm water as the flame is slowly turned up to the boiling point, when it becomes too late to leap out. At least unless those workers come to believe that, besides protest, there is no other way out.


  Russian Labor Protests and Economic Conditions


  Thus, the question of a boiling point, or a threshold of pain that prompts labor protest, is a crucial one. Social or economic grievances, perhaps connected to cutbacks in social benefits or worsening economic conditions, could prompt a significant amount of protest as they have in the past. To have a broader impact, such protest would need to extend beyond local levels and combine into larger cross-regional actions and reach the scale at which state-controlled media and government officials are compelled to publicly address it. The questions therefore become what might prompt such protests, and what might prod them to spread?


  Given the dire conditions in Russia during the 1990s, it hardly seemed surprising that workers would protest. Yet as counterintuitive as it may seem, considerable empirical evidence suggest that labor protests around the world are more likely when economic conditions are good—that is, during taught labor markets when workers aren’t afraid of losing their jobs and feel confident that they can demand better pay and work conditions. According to Roberto Franzosi, “the association between strike frequency and the business cycle is one of the clearest findings of econometric research.”78 But Russia’s labor protests in the 1990s were countercyclical, rising when the economy went down, as compared to the typical practice elsewhere of protests being “pro-cyclical,” rising alongside a growing economy.79 Thus not only was Russia’s labor market out of sync with global norms; its pattern of labor protest looked rather peculiar as well.


  With the end of the economic crisis in 2000, wage arrears were replaced with substantial wage increases, and following the Russian pattern, strikes also declined dramatically after their peak in 1999. Consistent growth, however, appeared to embolden Russia’s workers, with a number of sources reporting a sharp increase in labor protests beginning around 2006.80 Significantly, these new protests appeared to signal a qualitative change in Russian labor relations. Some argued that this new strike activity in Russia reflected a waning of the Soviet legacy and marked a “normalization” or convergence toward the practice of other countries.81 Greene and Robertson argued that in contrast to past countercyclical strikes in Russia—defensive responses to economic decline—the new wave was pro-cyclical, more typical, they argue, of both OECD and developing countries, and that “the majority of new strikes involve demands for improvements in wages and work conditions.”82 The newspaper Trud (once the official union paper in the Soviet period, now largely reflecting the government view on social issues), in reviewing “20 years of strike in Russia,” argued that in contrast to the often desperate and illegal strikes in the past, by 2007 “acts of protest in Russia began to acquire a civilized character.”83 From a different perspective, Irina Kozina found that the new strike wave, differing from past “defensive” strikes often aimed at government officials, had an “offensive” character, reflecting “class consciousness” and a “labor-capital” struggle over the distribution of profits within the enterprise.84


  Some described this as a period of “classical” industrial relations for Russia, with workers asserting their interests in growing economic sectors, such as the oil and gas and auto manufacturing industries.85 Indeed, workers were particularly militant in some of the foreign firms that had entered the Russian market during the boom, leading to the formation of new, alternative unions, such as the Inter-regional Trade Union of Autoworkers (MPRA in the Russian acronym).86 The union was formed initially by workers at Russia’s Ford plant, and spread from there to others in the auto industry. In a fascinating comparison of labor relations in Volkswagen plants in Russia and Slovakia, Hinz and Morris found that Russian workers were able to leverage their structural power, which came from tight labor markets, and also from the fact that the Russian VW plant (in contrast to the Slovakian one) was producing exclusively for the Russian market, effectively eliminating the threat that VW might relocate the plant to another country with cheaper labor.87 In auto and other expanding sectors workers gained concessions by threatening to disrupt profitable production through strikes, rather than resorting to the desperate measures of the past. They were also likely to direct their demands toward enterprise management, rather than asking government officials to intervene on their behalf. Taken together, these protest actions suggested that Russian workers and workplaces were indeed shedding the Soviet legacy and converging toward world industrial relations practice.88


  The picture changed dramatically, however, with the 2008–9 recession. Given the sudden and substantial drop in economic output, there was renewed talk of potential social unrest.89 As we have seen, considerable attention was placed on monotowns, especially after the protest in Pikalyovo.90 Yet following the Russian labor market model, while unemployment increased in 2008–9, mass dismissals did not take place, and enterprise managers reverted to their earlier practices of reducing pay by putting workers on shorter work hours, on unpaid leave, or simply not paying wages (putting them in arrears).91 Protests grew as a result, with defensive demands once again predominant.


  Russia’s economic decline during this recession was deep but relatively brief. The economy rebounded fairly quickly, as did key sectors such as the automobile industry.92 Writing in the wake of that recession, Vinogradova, Kozina, and Cook argued that in Russia “labor activism is at a crossroads.” While one path might lead to a reinforcement of old patterns of dependence and immobility punctuated by periods of defensive protest actions, another direction was possible, since “new trends, which changed the patterns of quiescence and dissociation, have emerged: more solidarity, more union leadership, more workers’ self-identification as a party bargaining with management and owners, and demands for decent wages and working conditions.”93


  The economic downturn of 2014–16, however, did little to nurture this alternative path of a more offensive-minded Russian workforce. But neither were workers quiescent. Instead, Russian labor protest remained countercyclical, with strikes increasing alongside economic hardship, with mainly defensive protest demands. This conclusion becomes clear thanks to the compilation of labor protest data by a number of Russian researchers. Official strike statistics are nearly useless, in part since Russia’s highly restrictive strike law makes legal strikes nearly impossible to carry out, and strikes deemed outside the law simply go unrecorded. For instance, during the depth of Russia’s economic crisis in 2009, the statistical agency claimed that only one strike took place during the entire year.94


  A number of Russia researchers have begun to systematically study Russian labor conflict. The most impressive database has been compiled at the Center for Social and Labor Rights (CSLR) by Petr Bizyukov, who has gathered data on labor protests since 2008,95 based on a compilation of news accounts and internet reports.96 Unlike Rosstat, the CSLR database measures “labor protest,” which can include simply the “advancing of demands.” Given the legal restrictions on strikes, however, Russian workers often protest through other means. The CSLR data include “stop actions,” a category that contains various forms of refusals to work (including slowdowns, or in Russian parlance “Italian strikes”). The CSLR database suggests a picture of labor protest very different from that of the Rosstat strike data: while Rosstat recorded five strikes in Russia in 2015 and three in 2016, the CSLR database recorded a yearly average of 414 protests for 2015–16, with an average of 163 “stop actions” each year.


  Although relying on other definitions and slightly different methodologies, other research centers have begun compiling labor protest data as well. A research center on “Social-Labor Conflicts” (SLC), based at a unit of the St. Petersburg Trade Union University (affiliated with the FNPR), has been systematically following labor protests since 2013. Russia’s Center for Economic and Political Reforms (CEPR) has also begun to monitor labor protests, though only since the beginning of 2016.97


  To be sure, there are limits to the understanding of labor protest in Russia based on the data collected by these organizations.98 Nevertheless, the existing data allow for certain deductions and conclusions. The databases make clear that labor protests continue to increase during downturns. Following the economic decline in 2014, the CSLR database recorded a 40 percent jump in protests in 2015 from the previous year, and a further jump in 2016, when protests were 76 percent higher than the average recorded from 2008 through 2013, a period that included Russia’s last economic crisis. During those six years, only five months recorded thirty or more labor protests; but thirty protests or more took place in twenty-one of the thirty months from October 2014 through March 2017. That is, the likelihood that any month would experience more than thirty labor protests went from 7 percent in the earlier period to 70 percent during the recent recession, a tenfold increase. The absolute number of “stop actions” recorded by CSLR over this period also increased substantially, though their portion of overall protests remains roughly the same. Thus, one question concerns why labor protests were greater following 2014 than they were in 2008–9, when the drop in economic output was greater.99


  Though using different definitions of protest, the SLC database found that the number of “social-labor conflicts” grew from 140 in 2014 to 161 in 2015 and to 186 in 2016.100 Though the third monitoring project, conducted by the CEPR, lacks comparable data from earlier years, it also monitors what it calls “high profile [rezonansnye] cases” of labor tension or “conflict situations,” such as incidents of wage arrears, mass layoffs, and reductions in working hours that might lead to overt protests. In 2016 it recorded 1,141 such “conflict situations,” though only a small fraction of these (207) led to an overt protest, while seventy-eight (or over 90 percent) of Russia’s regions were impacted by these cases with the potential for more overt protest.101


  By 2017 the number of protests recorded by at least two of the databases began to decline. The CSLR database reported 334 labor protest for the year, down from 2016 (419) and 2015 (409) but still significantly higher than the average yearly protests (241) from 2008 to 2014. The SLC database recorded 176 “social-labor conflicts” in 2017, 166 in 2018, and 171 in 2019 (down from the 186 in 2016 but still higher than those in 2015 and 2014).102 The CEPR monitoring found that through the first three quarters of 2017 (the latest data available from that source) the number of overt labor protests declined from the previous year, but the number of “conflict situations” remained quite high and increased through the third quarter. Yet by 2019 the CSLR reported an uptick in labor protest from the previous year, and for the first half of 2020 the SLC noted a rise in social-labor conflicts (the latest data available for both sources).103


  While there are limitations to the evidence, when measured against GDP growth or changes in real wages, the data are consistent with Russia’s familiar countercyclical pattern of labor protest, where protests increase during periods of economic hardship. In figure 5.3 the number of monthly protests as recorded by the CSLR is mapped against changes in real wages (using change in GDP would present a similar picture). The available evidence makes clear that there is an inverse relationship with Russian labor protests and economic conditions. That is, labor protests in Russia are hardly becoming pro-cyclical; rather, as in the past, they increase during an economic downturn.104


  Not surprisingly, since the protests were connected to economic contraction, the various databases find that workers advanced more defensive demands during the economic downturn of 2008–9 and after 2014. What is noteworthy, however, is how quickly those protest demands reverted to those seen during the protest wave of the 1990s, almost as if the intervening boom years had never happened. Once again, Russian employers were much more likely to respond to the economic contraction by reducing wages or withholding them altogether than through mass layoffs. While layoffs did indeed take place, and while wage arrears are not nearly as high as they were during the 1990s, wage arrears have once again become the main impetus for protest, with all three databases reporting that wage arrears were the leading cause of protest, often by a considerable margin. The SPU found that over 60 percent of all labor conflicts from 2016 to 2018 were over wage arrears; according to the CEPR, while 12.4 percent of labor protests in 2016 were about mass layoffs, 87.7 percent centered on lower wages, many around wage arrears.105
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  Another similarity with protests in the late 1990s, again testifying to the lack of fundamental change in Russian labor relations, is that some workers began resorting to extreme forms of protest. While nowhere near the same magnitude as in the past, protests involving threats to health and life, including hunger strikes, self-mutilation (such as the opening of veins), and threatening suicides (such as by jumping off a crane or through self-immolation), were reported by various regional and local news sites.106 According to CSLR data, before the 2014 recession the number of extreme protests had declined, which appeared to strengthen the argument that Russian labor strikes and protests were converging toward the norm elsewhere. The reappearance of extreme forms of protest, however, is a result not only of renewed economic difficulties, but also attests to the lack of effective institutional mechanisms for resolving economic and social problems, an absence that reveals itself during a crisis. While such examples are anecdotal, they are clearly evidence of individuals who believe they have exhausted all other options, or, in a phrase, have no other way out.


  Perhaps consistent with their defensive nature, the geographic locus of labor protests has been shifting as well. The share of protests is declining in major cities but growing in smaller provincial cities, where in the past people preferred to seek work in the informal economy as an alternative survival strategy. Protests have taken place not only in isolated and clearly troubled enterprises. With the economic constraints impacting federal budgets as well as private firms, workers in state-financed projects, some of them with a relatively high profile, have also been protesting. For instance, as seen in chapter 3, the problem of wage arrears and layoffs and threats of closures has hit several industrial firms connected to the defense sector. The construction sector has been especially hard hit, with workers building the Vostochnyi Cosmodrome protesting over unpaid wages, as well as those who built stadiums for the 2018 World Cup in Moscow, St. Petersburg, Nizhnii Novgorod, Kaliningrad, and Rostov-on-Don.107


  Prospects for the Spread of Labor Protest


  Still, while Russian authorities were clearly alarmed by the prospect of labor protest in 2008–9, they were able to take measures (such as providing subsidies and preventing mass layoffs) that dampened those protests, and they took similar actions after 2014. Moreover, as the economy began to recover, however haltingly, in 2010 and again in 2017, labor protests began to decline. As long as the Russian economy can achieve modest growth, it would appear that the potential for labor protest to threaten social and political stability is limited. Future recessions, however, will be difficult to avoid, particularly if the country’s economy remains closely tied to the volatile global commodity markets. Further, a prolonged period of slow economic growth, even if not outright stagnation, could allow grievances to accumulate. The challenge for Russia’s leadership then would be to keep protests isolated, preventing them from reaching a scale sufficient to signal a significant level of dissatisfaction from an important segment of Russian society.


  What potential is there then that labor protest might increase and spread? Here we return to Charles Tilly’s two factors—which he termed “netness” and “catness”—that are central to successful mobilization.108 Again, netness refers to networks connecting groups to one another, in this case primarily labor unions. Catness refers to the perception of belonging to a common category with others, such as disparate workers impacted by a change in work rules or labor law.


  Regarding netness, Russia’s workers remain hampered, since, as we have seen, the dominant union federation, the FNPR, is generally conflict-averse. Indeed, sizable numbers of labor protests take place without any union participation at all. The CSLR database found that 53 percent of protests in 2016 were spontaneous and involved “only workers,” with workplace unions involved in only 29 percent of protests.109 The SLC database reported that 77 percent of worker protests were “unorganized” in 2018.110 Reflecting on this earlier, E. Makarov, director of the SLC data center, noted that this “indicat[es] the growth of spontaneous worker actions and their unregulated character.”111 This is a significant admission, given that the SLC data are gathered by an FNPR-affiliated organization, and Makarov himself is a deputy chairman of the union federation.


  Without assertive unions, many labor protests, when they do erupt, remain localized, without a network that might help them spread. Indeed, the FNPR’s Makarov finds “the overwhelming majority of social-labor conflicts take place outside the sphere of existing legal frameworks,” a point that Bizyukov of the CSLR has emphasized repeatedly as well.112 Moreover, the very fact that these protests rise up spontaneously, without existing organizations or clear institutional channels to guide them, can make their appearance and subsequent path unpredictable. In such an environment, it is hardly surprising that at least in some cases workers reach for extreme forms of protest, including threats—or the actual carrying out—of personal bodily harm in order to attract attention to their plight.


  On one level, the tendency to revert to past patterns—with employers avoiding mass layoffs but workers quietly suffering from labor-rights violations including wage arrears, until such suffering becomes intolerable and they spontaneously protest, as in the bunt of the Russian peasant past—suggests the persistence of age-old paternalism and worker quiescence. Yet, in addition to the adroit individual strategies that workers deploy to make their environments habitable, Russia’s alternative unions directly challenge the contention that Russian workers remain hopelessly mired in mentalities from the past. Though small in number and often harassed by officials at various levels, alternative unions have had an impact beyond their numbers, and their assertiveness increased during the more pro-cyclical strikes before the 2008 economic crisis. We will see a concrete example of this in chapter 6, where we will examine the MPRA, a particularly assertive union that arose in the auto industry. This suggests that a significant segment of Russia’s working population responds rather rationally to opportunities stemming from changing economic conditions. Following Erik Wright’s notion of workers’ power, they are able to act as if fully aware of their structural power, not only protesting out of desperation when times are hard but also becoming more militant when the economy grows and labor markets are tight. Yet that also means that the scope of action for Russia’s alternative unions is constrained not only by considerable political restrictions, but also by Russia’s economy, particularly its dependence on the global commodities market. Thus, unless and until economic conditions in Russia change, the prospects would appear limited for the rise of the assertive, offensive-minded alternative unions witnessed during the economic boom of the 2000s.


  Workers can also be mobilized by what Tilly called catness—that is, becoming united through belonging to the same category. For example, for public-sector workers, the same authorities are typically responsible for setting their wages and working conditions across different localities, but not so private-sector workers. This creates a dilemma for authorities, since in times of slower economic growth and limited income from oil revenues, there is an increasing need to raise revenue or cut expenditures (or both), including for social programs. Yet raising taxes or cutting benefits has the potential to spur more protests, since such government actions impact disparate workers and others as a single category.


  Thus, just as the Russian state is constrained from, say, closing down inefficient large enterprises in a monotown out of fear of spurring protest, it is also constrained more broadly by what Russians refer to as the “social sphere.” This became clear even as the oil boom was still well under way, when in 2005 the attempt by Russian authorities to replace the universal social benefits given to the elderly with cash payments led to spontaneous protests in a large number of Russian cities. As many as three hundred thousand protesters appeared on the streets, in eighty out of Russia’s eighty-nine regions, in what was characterized as the largest case of social unrest in the country since the Soviet coal miners’ strikes in 1989.113


  Though the protests became known in Russia as the sitsevaia revolution, from the cheap print dresses worn by elderly Russian women, the protest actions themselves often became intense, as when demonstrators blocked roads in Bashkortostan or broke through armed guards to storm the mayor’s office in Tolyatti. As Robertson concludes, “In each case, it appears the protests were local, organized in isolation from one another.”114 Indeed, the sudden, spontaneous spread of the protests over such a vast space was not simply the result of imitation or diffusion (especially given state control over major media); rather, an abrupt change in government policy gave common cause to an otherwise isolated category of individuals across the country, a process we will see repeated with the mobilization of Russia’s truckers in chapter 8.


  Moreover, as Petrov, Lipman, and Hale note, the spontaneous nature of the protests meant that they were “evidently quite unexpected and terrifying for the authorities, who had also not anticipated the [previous year’s] Orange Revolution in Ukraine, and who thus feared that they might have badly miscalculated revolutionary potential much closer to home.”115 Despite President Putin having been overwhelmingly reelected the previous year, polls found that 81 percent of Russians believed that the government had botched the rollout of the reform.116 This was no doubt all the more distressing since at the time pensioners were commonly viewed as a core pro-Putin constituency. The government quickly backed down, with the concessions costing more than the reforms would have saved.


  Pensioners are of course former workers (even though many in Russia continue to work while drawing a pension), so this was hardly a labor protest. Yet as we shall see with the example of the truck drivers, workers can also become united through policy changes that impact them as a single category. Moreover, the bungled attempt to monetize in-kind benefits points to dilemmas at the core of Russia’s welfare state, which is often described by critics as bloated and inefficient, but which remains an area of great importance to the Russian public. Needless to say, the pensioners’ protest significantly dampened the government’s enthusiasm for undertaking reforms to social benefits.


  Russia’s welfare state directly impacts a significant segment of the workforce. Liberal economists inside and outside Russia complain about overemployment in what Russians call the “budget sector”—workers employed by the state, especially in health care and education. Gimpelson and Kapeliushnikov argue that “the over bloated budgetary sector waits for its restructuring.”117 The World Bank contends that almost 30 percent of Russia’s workers are employed in “nonmarket services,” a percentage that is ten points higher than in comparator market economies. The bank argues further that “the additional employment consists mostly of low-wage labor hired in poor regions, such as janitors, street cleaners, and workers helping in hospitals and schools. These jobs aim to alleviate the hardship of unemployment, but they reflect the inadequate mobility of the Russian labor market, which they then compound by tying people to locations where they are not productive.”118


  Bryn Rosenfeld finds evidence of the political effectiveness of this support, however economically inefficient it may be, when middle-class professionals employed in the budget sector were much less likely than private-sector workers to support the 2011–12 antigovernment protests.119 Putin has clearly tried to maintain this support, for instance by promising to increase the pay of workers in education and health care in his May Decrees in 2012 and again in 2018. Yet such promises have fallen short, in part because the federal government has placed the burden of funding these salary increases onto often-indebted regional budgets. This meant that the decrees “could not but result in massive dismissals in the public welfare sector.”120


  In short, the dilemmas facing Russia’s social sphere parallel and often overlap with those of the industrial sector. Critics charge that Russia’s social spending is excessive (relative to revenue) and that the budget sector is inefficient and over-manned. Yet the sector, and such social benefits that exist, remain an important element in social stability and the regime’s political support.


  Not surprisingly then, attempts to “optimize” (the euphemism preferred by Russian authorities) the budget sector can lead to protest. This was true in 2004–5, when teachers and medical workers undertook short work stoppages throughout the country, demonstrating their ability to mobilize through their union “network” power, and the FNPR-affiliated unions then demonstrated a willingness to engage in at least symbolic actions. Since then, and especially following the 2012 welfare restructuring, such workers have increased their network power by forming interregional independent unions—“Teacher” and “University Solidarity” in the education sector, “Action” in the health sector—all belonging to the Confederation of Labor (KTR), the major alternative union umbrella. While small in number, as with other alternative unions they have shown their militancy through strike action.121 For example, when “optimization” in health involved plans to close some twenty-eight hospitals and clinics in Moscow and lay off thousands of medical workers in November and December 2014, thousands of those workers began marching in the streets.122 Putin quickly and publicly backed away from the reforms, stating they required further study and deliberation. Yet years later health care workers were continuing to organize protest actions.123


  Moreover, budget cuts can impact otherwise isolated public sector workers within and across regions. While coordinated cross-regional labor protests remain rare in Russia, they have increased since 2014, led less often by industrial workers and more by public-sector employees such as teachers and medical workers.124


  Given strains on federal and regional budgets, it is not surprising that the protest databases note an increase in budget-sector protests. Without a significant increase in revenue—which, as we shall see with Russia’s truckers, can also lead to protest—or a dramatic shift in spending priorities, further budget cuts, and resulting protests, would appear difficult to avoid. Yet, as with Russia’s pensioners, budget-sector workers are considered to be a core constituency of the Putin leadership, and protests by such workers can take on an additional symbolic significance, signaling a weakening of Russia’s social stability.


  Thus, limited economic growth, when combined with budget pressures and calls for austerity, has the potential to create what we might call “catness solidarity,” when groups with similar complaints find common cause.125 This has certainly been the case with budget-sector workers, but joint protests can also occur over issues such as wage arrears. As protests grow in number, they can clump together when protests in one enterprise in a region combine with others. Further, protests with traditional labor demands can join with protests over other social and economic concerns. For instance, in Ivanovo in December 2015, workers protesting wage arrears were joined by pensioners protesting potential cuts to retirement benefits.126 Russia’s truckers protested in solidarity with farmers from Kuban objecting to what they claimed were illegal land seizures, as well as with miners from Rostov threatening a hunger strike over unpaid wages. All of this suggests that for many Russian workers, the challenge is less about breaking out of a state of quiescence and resignation and more about seeking that their demands actually get heard. Yet as we have noted, for that to happen the protests will likely need to reach a certain threshold level, making labor protests a difficult topic for those in power to ignore.


  The Authorities’ Response


  The question of whether or not protest reaches that threshold is clearly connected to the response of Russian authorities. In his study of protest in Russia’s hybrid regime, Robertson argues that Russian officials react to protest with some combination of coercion, channeling, and concessions, with channeling referring to attempts to divert or co-opt protesters through state-sponsored organizations. However, FNPR unions, the groups ostensibly positioned to divert or channel worker protests, have generally proven ineffective in doing so.


  The CEPR, headed by Nikolai Mironov, has compiled its own study of what it terms the authorities’ “most typical tactics” in response to social and labor protests in recent years. The study’s overall assessment is blunt: “The authorities demonstrate an inability to effectively resolve conflict. Their intervention often exacerbates the conflict, and speaks to the lack of a system in Russia able to deal with social protests and problems that cause them.”127 More specifically, the report notes that, as a rule, even protesters with exclusively “private” demands (such as wage arrears or the closure of private enterprises) appeal to public authorities; the SPU also finds protesters overwhelmingly appealing to government officials as opposed to managers and owners of private workplaces.


  As we saw at the beginning of this chapter, when Putin came to power he successfully established a “vertical of power” in part to stop regional officials from harnessing labor and other protest as a means of extracting concessions and financial support from federal authorities. Yet doing so created a different set of incentives with its own problems. Local and regional leaders, rather than using conflict to their advantage, are now held accountable for suppressing it. Thus, officials often respond to protest (in what the CEPR refers to as “tactic no. 1”) by combining repression aimed at activists with attempts to ignore their actions altogether, in order to “silence the media to prevent publicizing the protest, and, more importantly, to prevent the protest’s federalization”—in other words the reverse of what many regional leaders sought in the late 1990s. The CEPR report, however, argues that this tactic is usually ineffective, as it often leads to the worsening of the conflict by driving it underground so that a new conflict reappears later, perhaps in the form of hunger strikes or road blockages. One reason suppressing media coverage of such protests worsens them is that doing so leads to a lack of information not only on the part of the authorities, but also for those affected, who are often left to rely on rumors. The attempt to ignore protests can radicalize participants precisely because, from the workers’ point of view, the whole point of engaging in public protest is to draw the attention of the authorities.


  Thus, the second (or fallback) tactic for local and regional leaders is to become involved only when the situation worsens and the conflict escalates. While the intervention that follows is often effective in resolving the problem, the tactic “creates significant risks for the government and its reputation,” since by this late stage the protests may have succeeded in gaining the attention of the central media, “leading to the federalization of the conflict, which regional authorities want to avoid.”128 Yet the CEPR report notes that conflicts in large enterprises in particular can often only be resolved though federal intervention.


  In short, local authorities try to quickly repress and otherwise ignore social and labor conflicts, since reacting openly would draw attention to their existence, which would be seen by those above as a shortcoming. But quelling attention to the conflict can lead to its deepening, as both authorities and protesters lack information, and protesters may take more radical actions to ensure that their demands are heard, perhaps by those higher up the political power structure.


  Whether viewed from the perspective of labor or management and the state, Russia’s system of labor relations appears largely dysfunctional. The Russian state, in order to promote stability, has discouraged “labor shedding” and relied on the tradition of workplace dependence, but at the cost of wage arrears and festering monotowns. The restrictions on strikes and the subordination of the FNPR have limited legal strikes but have led to simmering discontent, providing few if any institutional channels to contain protest when it breaks out. Thus, Russia’s labor relations leave workers with very limited means to protest or resolve conflict, but as a result the Russian state is left with deep concerns about social stability. The dilemma extends beyond the industrial sector to include the social sphere, since budget-sector workers are both a basis of political support and a potential source of labor protest, and much the same can be said of social spending and benefits generally. While widespread labor and social unrest might appear unlikely, a significant change in economic conditions, whether a steep drop in the price of oil or a prolonged period of stagnating wages, could alter that calculation significantly.


  Still, one might argue that the fear of a Russian “social explosion” was and is misplaced. In the next chapter, we will examine how such a feared social explosion was avoided in Tolyatti, Russia’s largest monotown, despite massive down-sizing in the “city-forming enterprise.” Yet rather than illustrating a model for the authorities to follow elsewhere, the case demonstrates the unintended consequences of trying to avoid large-scale labor conflict. There, the costly measures aimed at avoiding some conflicts ended up creating others.




  6


  


  DOWNSIZING IN “RUSSIA’S DETROIT”


  How did Russia’s largest monotown—sometimes referred to as “Russia’s Detroit,” given the dominance of its auto industry—survive layoffs on a massive scale? What were the consequences of those layoffs? In answering these questions, I take a closer look at several of the themes discussed previously. First, I investigate another example of Russia’s industrial policy, this time through the automobile sector. I also detail the rise of Russia’s leading alternative union through that sector, and how its strengths and limitations mirrored those of the auto industry. Much of this chapter focuses on AvtoVAZ, Russia’s leading auto factory, located in Russia’s largest monotown, Tolyatti. Just like the US city of Detroit, Tolyatti, along with AvtoVAZ, has experienced hard times. Indeed, the case of AvtoVAZ seems to provide a counter-example to one of the central claims of this book: massive layoffs took place here without large-scale social unrest, let alone a social explosion. Yet on closer inspection we find that the downsizing of AvtoVAZ was accompanied with huge subsidies and considerable state intervention, some of which, rather than easing social tensions, made the situation even more combustible.


  The Soviet Auto Giant


  In the late 1960s, in an effort to improve their production technology and meet the growing consumer demands of its population, Soviet leaders concluded a cooperation agreement with the Italian firm FIAT, and created an entire city around a new automobile factory on the Volga. The plant was called AvtoVAZ (for Volga Automobile Factory), and the town was named Tolyatti, after the Italian Communist Party leader Palmiro Togliatti. As this historian Lewis Siegelbaum recounted, “The entire workforce and members of their families, estimated to be 130,000 people, would be housed in what for all intents and purposes was a new city.”1 Unlike company towns in advanced capitalist societies that typically waned with the arrival of the automobile age, or the Soviet monotowns such as Magnitogorsk that were built in the 1930s during Stalinist industrialization, Tolyatti was created decades later (just as the process of deindustrialization was about to begin elsewhere). The plant produced the Lada and Zhiguli models, based on a modified version of the Fiat 124, and it soon became the Soviet Union’s leading car producer, with shares as high as 70–80 percent of the Soviet market. As one source put it, “Soviet automobile production was afflicted only by supply bottlenecks—lack of quality or price were no obstacle to sales.”2


  The city was laid out in such a way that its housing, streets, and public transport could get its initial workforce of thirty-five thousand workers to the factory gates in thirty minutes or less. In Siegelbaum’s estimation, “the overwhelmingly youthful population that swelled the city had the opportunity to work and live in as close to ideal conditions as the USSR was capable of mustering for its industrial working class.”3 Thus it might not only have been nostalgia filtered through the subsequent conditions of AvtoVAZ that led a husband and wife to recount to a documentary film crew their happy memories of living and working in Tolyatti in the late Soviet period:



  [HUSBAND:] I came here in 1975, I was twenty-four years old.


  [WIFE:] I moved here later, in 1988. I was also twenty-four years old.


  [HUSBAND] Back then people weren’t driven by fear, they were motivated by being given responsibility. They didn’t work just for money.


  [WIFE] They were proud to work here.


  [HUSBAND] There were trade unions.


  [WIFE] People used to feel grateful to have a job at the plant. They would receive a flat, the kindergartens were for free . . . the factory owned many recreation resorts and sanatoriums. Going on vacation used to cost kopecks. Everyone could afford it. We all used to go pretty often. We could go to the seaside. . . .


  [HUSBAND]—with the whole family.


  [WIFE] There were vacation resorts here. We could take twenty-one days off. Imagine going on a three-week vacation for the whole family nowadays and paying like 1,000 rubles? And the food was great, it could be by the Volga river.


  [HUSBAND] These were the most beautiful times I’ve ever had.


  [WIFE] We quite miss it. The life was merrier, more interesting, people were nicer.4




  Tolyatti grew to become the Soviet Union’s largest monotown—a city of seven hundred thousand, where as recently as 2009 one out of seven residents—not just working-age adults—worked at the auto plant, with many others employed in production and services tied to the factory.


  In 1992, less than a year after the collapse of the Soviet Union, AvtoVAZ was privatized. In typical post-Soviet fashion, managers and former party officials acquired the company’s assets, while the plant’s main trade union stood idly by. Managers created private trading companies that then sold AvtoVAZ cars, returning payment to the factory with enough delay that, given steep inflation, the funds were greatly devalued.5 In other cases, cars were brazenly stolen from the factory and delivered to private dealers by criminal gangs. Boris Berezovsky, who later boasted of being an “oligarch,” made his first millions through AvtoVAZ, becoming its largest private dealer, in what by a number of credible accounts was largely a criminal operation.6 Indeed, by 1997, according to one source, “AvtoVAZ perhaps had become the most gangster-ridden leading industrial company in Russia.” The so-called “car wars” turned Tolyatti into the crime capital of the country: two hundred murders took place in Tolyatti in 1997 alone, and sixty-five of the victims were company managers, dealers, and business rivals, including two board members.7


  While AvtoVAZ was making millions for the well-connected, the factory itself was hemorrhaging money. The Soviet-era Lada was of such poor quality that once Russia was open to global competition, it lost a significant portion of its market share to the import of used vehicles. By 1996, the company was Russia’s largest tax debtor, owing $2.6 billion to various government budgets.8 Workers went unpaid, and there were reports of management relying on criminal gangs to break strikes and enforce labor discipline.9 That same year, President Boris Yeltsin agreed to a $3.3 billion subsidy to AvtoVAZ in what was effectively a debt-equity swap. While the collapse of the ruble in 1998 made the Lada more competitive relative to foreign models, and production rose that year to over seven hundred thousand vehicles, the next year the government provided $700 million in aid, and another $800 million in 2002.10 By 2005 the company was de facto renationalized, as the state corporation Rostec became the majority shareholder.


  Yet state ownership resulted in little change in management personnel or practice, or in updating the vehicles produced. The lack of modernizing production was a problem—while the Lada was inexpensive, many viewed the car as cheap in both senses of the word. Besides being uncomfortable and prone to breakdowns, it was also viewed by experts as unsafe: the Russian magazine Avtorevu reported that in a crash test collision at forty miles per hour with a stationary barrier, the driver of a rear-wheel-drive Lada would be crushed to death by the steering wheel.11 The reason for the lack of the plant’s modernization, as one source put it, was that “employment policy and the prevention of social protests in the event of possible job cuts were the government’s main concern.” Even while investment to modernize was not forthcoming, “subsidies continued to flow to maintain jobs.”12 This was due not only to the importance of the factory for the city—AvtoVAZ was the reason the city existed after all—but its significance to the region as well. In the Soviet period the Samara region depended to a considerable degree on its defense industry, especially in aviation.13 When the military industry collapsed in the 1990s, the region became even more dependent on AvtoVAZ, which was by far the dominant employer in all of Samara. As Thomas Remington noted, it is “hard to imagine how the region could have absorbed the loss of employment and social services that would have been triggered by the complete collapse of its major defense, aviation, and automotive industries.”14


  As we have seen, one of the ways that Russia’s industrial regions survived the 1990s and beyond was by balancing the interests of business elites to extract profits with the goals of regional leaders to maintain social stability (and thereby maintain their positions). In Samara, Konstantin Titov remained governor from 1991 to 2007 by doing just that. While he publicly declared his pro-market ideology, he remained very concerned with avoiding unemployment and social instability. Titov not only sought support for AvtoVAZ; he also persuaded the auto giant to assist with his strategy for the region’s industrial development. This was crucial, since not only did the firm itself have a massive impact on the region, but twenty-seven other enterprises made components for Lada vehicles, and AvtoVAZ had a controlling share in most of them.15 Therefore the firm’s backing of Titov’s plan for regional development “was vital, because to a large degree the plan rested on AvtoVAZ’s willingness to contract with local suppliers for its inputs.”16


  In his balancing of economic and social goals Titov was, in Remington’s words, “one of the most successful governors in Russia.”17 Yet Titov was also politically independent, refusing to join United Russia and demonstrating his political ambition beyond the region by running for president against Putin in 2000 (and losing badly). He held on as governor of Samara until 2007, when he was replaced by Vladimir Artiakov, a member of United Russia, and who—underscoring the significance of the plant to the region and the federal government—had been the head of AvtoVAZ since 2005.18


  Import Substitution in the Auto Sector


  As with the military industry, Russia’s leadership has viewed the automobile sector as strategically important, though in this case based less on national security grounds and more explicitly as a source of well-paying jobs. Much like the bailout of the US auto industry in 2008, Russia’s auto sector has received substantial state support over the years. But rather than simply propping up the manufacturers of the old Soviet-era Ladas and Volgas, during the oil boom of the 2000s the Russian government looked to the auto industry as one avenue for diversifying the Russian economy beyond its reliance on oil and gas.19 The well-known challenges of the “oil curse,” however, weakened that strategy, as real wages increased and the ruble appreciated, undermining the cost advantages of domestic producers. In an analysis of the Russian automobile industry, Rudolf Traub-Merz found that “by 2005 automobile imports claimed a market share of 30 per cent with a clear tendency to eclipse domestic models. Largely stuck at the technological level of 1990, which in turn scarcely surpassed the level of 1975, Russian models were no longer competitive and the domestic automobile industry faced oblivion amidst the oil price boom.”20


  Given the threat of the industry’s oblivion (which, needless to say, would have led to huge job losses), the Russian government sought to confront the sector’s technological lag and the state’s continued subsidization of employment, and implemented an explicit import substitution policy for the auto sector. Specifically, beginning with decrees in 2005 and 2006, with additional steps added later, the policies privileged domestically produced automobiles over imports. The steps included tariffs on imports, as well as reduced taxes, custom duties, and other incentives for foreign carmakers to open auto assembly plants in Russia rather than importing finished vehicles.


  Such incentives proved attractive to foreign automakers, since Russia’s population at over 140 million remained a large market by European standards, especially when consumer demand was boosted by high prices for the country’s oil and gas exports. This led to a surge in the Russian auto sector, which “became one of the world’s most thriving markets.”21 Foreign automakers sited production within Russia to meet this demand and get inside the country’s protectionist bubble. While automakers like Volkswagen invested in plants in countries like Slovakia exclusively for export, they built plants in Russia to take advantage of the domestic market.22 In terms of car production inside Russia, the import substitution policy appeared largely successful: while imports were as high as 59 percent of auto sales in 2009, by 2013 they had declined to 25.4 percent.23


  Militant Auto Unions


  The policy also appeared successful for workers in the automobile sector, where one of the strongest alternative union organizations, the MPRA (Interregional Labor Union of Automobile Workers) was formed by workers from two automobile plants (Ford in Vsevolozhsk and AvtoVAZ) in 2006, just as the import substitution policy had begun. The MPRA led some of the most successful labor actions in Russia, such as the 2007 strike at the Ford plant, where workers halted production and barred entry to the plant, and by doing so won wage gains of 11 percent and a contract guaranteeing wage indexation of 1 percent above inflation.24 The Ford contracts became an inspiration for other workers in the industry, and the MPRA spread to other auto plants such as Volkswagen in Kaluga. Workers in these plants played a key part in the “pro-cyclical” and more assertive labor protests that began around this time. Workers at AvtoVAZ also went on strike in 2007, at one point demanding wage increases to 25,000 rubles per month, defiantly echoing a campaign promise of the ruling United Russia party.25 The case of the MPRA points to the potential strengths but also to the limitations of Russia’s unions and their ability to advance the interests of their members.


  Hinz and Morris argue convincingly that the success of Russia’s autoworkers can be explained by Erik Olin Wright’s “working-class power” approach, as the economic boom of the 2000s boosted the structural power of the sector’s workers.26 They were able to capitalize on their marketplace power because of tightened labor markets, especially for skilled workers. Their workplace power was enhanced by a surge in the Russian auto industry, which benefited from the rise in demand alongside economic growth, as well as from the import substitution policy.


  Russia’s auto industry was hard hit by the 2008–9 recession. In part because of swift government intervention, however, the industry soon rebounded, making the Russian auto market the second largest in Europe, slightly behind that of Germany.27 As the outlook improved, autoworkers again went on the offensive. For example, in March 2012, while the protests against electoral fraud were still taking place in Moscow and St. Petersburg, not far from Moscow workers at Benteler Automotive, an auto parts supplier for the Volkswagen plant, undertook a three-day strike that nearly shut down the VW plant, in order to gain recognition of their MPRA-affiliated union. According to Ilya Matveev, “after the intervention of the regional authorities, the striking workers won recognition for their union and then, after three months of bitter collective bargaining, signed one of the best collective agreements in the industry.”28


  Russia’s autoworkers and the MPRA provide a sharp counterexample to claims that workers (and by extension, the Russian masses) are constrained by a paternalist mentality and tend to accede to authority, provided their basic needs are met. True, as we have seen, Russian labor protests are more likely when conditions for workers are adverse or even intolerable, as in the case of wage arrears. Yet Russian autoworkers, especially those working at foreign-owned plants, were able to recognize and press their advantage when the opportunity presented itself. Unfortunately for the autoworkers, their structural power—as with Russia’s economy overall—was fueled by high prices for oil and gas, and by foreign capital attracted by that oil-fed demand. This became clear with the collapse of the oil boom in 2014, which once again pushed Russia’s auto industry into a deep crisis. With that the structural power of Russia’s autoworkers, and the assertive demands that that power allowed them to advance, receded along with the withdrawal of foreign capital. Instead of seeking a greater share of profits, the MPRA was forced to fight to prevent layoffs.


  Interestingly, however, the MPRA didn’t simply fold under pressure. The organizing tools and experience that workers gained during their brief window of structural power allowed them to retain a measure of “associational power” even when that structural power had largely dissipated. Rather than shrinking, the MPRA gradually grew with the addition of union groups that arose from labor conflicts and protests in various industries and regions of Russia and which then turned to the MPRA for assistance. As a result, the trade union transformed itself into an interregional and cross-industrial network accommodating alternative trade unions, regardless of their industrial or professional affiliation. With changes in its organizational structure, the MPRA began to look more like a “hub organization” coordinating territorial branches in a number of Russian regions rather than a traditional trade union built on primary workplace units within a given industry. It even changed its name, with its Russian abbreviation (MPRA) no longer referring exclusively to autoworkers but instead signifying the Inter-regional Trade Union Workers Association.29 The MPRA remained a significant vehicle for labor organizing, so much so that the Russian authorities undertook a court action to have the union declared illegal in the run-up to Putin’s 2018 reelection campaign, though that action was later annulled by the Supreme Court.30


  Protectionist Boomerang


  The waxing and waning of the structural power of Russia’s autoworkers also points to two serious defects in Russia’s industrial policy for the sector. First, while the policy aimed in large part at boosting or at least maintaining employment in car factories, ironically the surge of investment from foreign car manufacturers in Russia put domestic producers such as AvtoVAZ under significant pressure. Thus, while in 2005 Russian manufacturers accounted for 60 percent of cars sold in the country, by 2014 that share had plunged to 18.5 percent (while the share from foreign car manufactures with plants in Russia rose from 12 percent in 2004 to 71.2 percent by 2014).31 Once again, rather than following the East Asian model of strategically supporting domestic industries with the goal of building a comparative advantage in exports, the Russian policy was directed toward the domestic market. In contrast to countries such as China, foreign car-makers seeking access to Russia’s market were not required to enter into joint ventures with Russian firms, nor were they given mandates or incentives for the transfer of technology. As a result, while employment was boosted in the plants of foreign firms sited in Russia, domestic producers such as AvtoVAZ suffered.
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  The second shortcoming was that much of that foreign investment was attracted by oil-fueled demand and thus was subject to the boom-and-bust cycles of global commodity markets. This can be seen in the extent to which Russian car sales mirrored the global price of oil. While Russia’s auto industry was hard hit by the 2008–9 recession, it soon rebounded. The collapse of the oil boom in 2014, however, “wrenched the sector into a profound crisis.” By 2015, Traub-Merz argued, the Russian automobile industry was “fighting for its life with uncertain prospects.”32 Distressed by huge losses, foreign firms were “all cutting costs by reducing production and staff. This include[d] reductions in the number of shifts, temporary closures, monetary packages for voluntary termination of employment, short-time working and forced dismissals.”33 Meanwhile, though Russia had negotiated a sunset clause allowing for import tariffs on cars when it entered the WTO in 2012, that provision was set to expire in 2018.


  Testifying to the continued volatility of the sector, Russia’s auto industry recovered somewhat by 2017. With labor costs now lower than those in China, foreign companies that are able to produce cars in Russia up to international standards can export “made in Russia” cars to countries in the post-Soviet space. Yet given the weakness of those markets, the exports number only in the tens of thousands.34 Moreover, the recovery of the domestic market was helped in part by state intervention: the government has subsidized interest rates for car loans, and in July 2017 it promised an additional 7.5 billion rubles ($97 million) for loans for a first car or a family car.35 While Soviet-era leaders all rode in Soviet-made cars, most high-ranking Russian officials, including Putin, preferred the luxury of a German Mercedes.36 That changed with the rollout of the Kortezh (Russian for “motorcade”) limousine, built with an engine from Porsche.37 Yet beyond the Russian government, which purchases the car for its top officials, it is unclear who else might buy such a vehicle. As one source put it, “The first edition will not exceed 250–300 units and will be a symbolic gesture rather than a real industrial development.”38


  Thus, as with its approach to industry generally, Russia in its various policies toward its auto sector has been curiously ineffective. The laissez-faire approach of the 1990s proved disastrous for the hugely inefficient and noncompetitive Soviet car industry. Though the subsequent, more statist leadership of Putin explicitly sought to build a coherent industrial policy, the result was an ineffective mix of liberal and mercantilist precepts, an intervention that was more thumbs than fingers. Further, the attempts to protect industry, in large part to ensure that layoffs did not lead to social unrest, resulted in unintended consequences that rebounded politically. This was clearly the case for AvtoVAZ and the city of Tolyatti.


  AvtoVAZ in Crisis


  The policy measures taken by the government beginning in 2005 and 2006 to support the auto industry incentivized foreign firms to produce inside Russia, undercutting domestic Russian manufacturers rather than protecting them. As Traub-Merz notes, “The government only exacerbated AvtoVAZ’s sales crisis with its import substitution intervention.”39 With the Russian market growing during the oil boom of the mid-2000s, the government also sought foreign investors for AvtoVAZ. Given the pent-up demand, foreign multinationals wanted access, with GM, Fiat, and Renault seeking to invest directly in the company. Renault won the competition, and in 2008 it invested $1 billion in capital and acquired a 25 percent stake in AvtoVAZ, with Rostec (the state-owned holding company that specializes in strategically important firms and industries) and Troika Dialog (now known as Sberbank CIB, a subsidiary of state-owned Sberbank) controlling another 25 percent each.40 With business booming, in 2008 AvtoVAZ produced eight hundred thousand cars, a record for the plant. Boris Aleshin, the company’s CEO, boasted that he hoped to sell one million cars that year.41 That was just before the global economic crisis hit.


  With the crisis, Russia’s auto industry, and AvtoVAZ in particular, quickly went from boom to bust.42 By the end of 2008, “AvtoVaz was on the verge of collapse.” Lada sales had dropped by 50 percent to only 350,000 vehicles, and over 150,000 remained unsold on the factory’s lots.43 Production was halted from December to January, and although the factory restarted in February, it stopped two weeks later when the plant’s suppliers, who had not been paid for past deliveries, refused to deliver more parts until payments were made. The company was selling little more than half the cars it needed to in order to break even, despite offering the Lada at a 20 percent discount.44 The plant’s workers, which still numbered over one hundred thousand, with many more involved in auto parts production and subsidiary services, were hit with a sharp reduction in wages.


  During this time, the firm still accounted for at least 60 percent of the city’s revenues.45 As a “city-forming enterprise,” in the Soviet period AvtoVAZ had provided vital social services for Tolyatti, such as day care centers, hospitals, and housing. Yet rather astonishingly, in 2009 AvtoVAZ was still spending about 170 billion rubles (roughly $60 million) a year on such social programs for the city.46 Indeed, while a major goal of post-Soviet privatization had been for industrial firms to dispense with the provision of “social services,” in many ways the connection between Tolyatti and AvtoVAZ got stronger in the post-Soviet period. As Siegelbaum noted, “one is hard-pressed to think of another city its size that is so completely dominated by one company.”47 While in the Soviet period AvtoVAZ was one component—if an extremely large one—of the Ministry of Automobile Production, in the post-Soviet era Tolyatti became truly a “company town.”


  Underscoring the dependence of the entire region on the plant, while Russia’s GDP shrank by 9.5 percent year on year in the first quarter of 2009, Samara’s GDP declined by 38 percent.48 According to an editorial in the business newspaper Vedomosti, while almost no one in the government believed it made economic sense to continue to prop up the tottering auto giant, it was politically impossible to bankrupt a factory on which a town and an entire region were so dependent. “The fear that all of [the workers] will go on strike keeps the country’s leaders from the obvious step, which just prolongs the plant’s expensive agony.”49


  The government’s initial response was to double down on its import substitution policy. Since used imports continued to be a major competitor for the inexpensively priced (but unreliable) Lada, Russia aggressively hiked the import duty on used cars, which then doubled in terms of their ruble price, making them noncompetitive.50 Yet this quick action to stave off a crisis for AvtoVAZ, Tolyatti, and Samara unexpectedly led to another crisis: protests by Russia’s used-car importers.


  Ironically, while the import tariffs were intended to protect jobs in one region and industry, they threatened jobs in another. In Vladivostok, a port city five hundred miles from Japan, importers, dealers, parts wholesalers, and mechanics had built a thriving industry from secondhand imports, which many viewed as a better purchase than newer domestic vehicles.51 The industry had risen in part as a response to deindustrialization. As one auto dealer put it, “Here, there are no enterprises; all the factories have fallen apart. To feed ourselves—because here there are no other factories or enterprises and so forth—we had to go into the auto business.”52


  Some years earlier, protests by drivers and others prevented a planned halt to the use of right-hand-drive cars from Japan.53 As a result of the import tariffs, by December 2008 protests by dealers and consumers of used cars broke out in a large number of cities in Russia, in what until then were some of the biggest street demonstrations since Putin had come to power. The largest protests were centered in Russia’s Far East, especially Vladivostok, where thousands demonstrated in various protests in December and January.


  In the first demonstration in Vladivostok in early December, an estimated two thousand protesters carried signs demanding “No to Taxes” and “Enough Coddling Oligarchs at the Expense of the People!”54 During a protest in mid-December, drivers in Vladivostok blocked traffic in several locations, which led the regional parliament to vote to appeal to federal authorities for a reversal of the tariff.55


  The protests clearly startled Russian leaders. A subsequent protest in Vladivostok in late December was broken up by riot police, who were flown in all the way from Moscow. Protesters (and journalists) were reportedly beaten, and over one hundred arrested, with organizers receiving intimidating phone calls warning them to avoid criticizing the government.56


  Yet the repression had the opposite of the intended effect, as the protests quickly became politicized. As Mischa Gabowitsch described the situation, “the regional chairman of United Russia stepped down, the liberal and communist opposition parties declared their support for the protesters, and the protest wave led to the emergence of a new political movement, TIGR, that no longer focused on car-related topics but demanded the resignation of Russia’s president and government.”57 Vladimir Bespalov, a Communist Party member who help organize the protest, described how repression contributed to politicization by uniting the opposition: “They threatened us. They pressured us. But our victory resulted from the fact that not just the Communist Party came out and participated, but rather a coalition of left-wing and right-wing opposition forces. They are frightened. For the first time in years, the central square is ours. This is the first victory of this coalition.”58


  As the protests continued into January, with banners that read “Kremlin, we are against you,” the organizers’ demands included the removal of Vladivostok governor Sergei Darkin, a return to the direct election of regional leaders, and the resignation of the federal government, with chants in the crowd calling for the resignation of Putin himself.59 The protests in the Far East coincided with related protests in the western enclave of Kaliningrad. As Gabowitsch notes, “the scope of the protests and their rapid evolution from specific causes to general demands for political change came as surprises for the presidential administration and United Russia.”60


  For his part, Governor Darkin, a Putin appointee, argued that while he sympathized with those suffering as a result of the tariff, he also recognized that about two million workers were employed by Russia’s automakers. “So of course, you have to protect the Russian auto industry.”61 Alexander Pikulenko, an auto industry analyst with the radio station Echo Moskvy, argued that the government was right to focus its support on the automakers rather than protests that were taking place far from Moscow: “As we know, revolutions never happen in the suburbs. They always happen in the capital.”62 While that may be true, the mere talk of revolution, stemming from the unintended result of actions taken to prevent social unrest elsewhere, must certainly have unnerved Russian leaders, particularly as the economic crisis continued.


  The used-car import tariffs were not enough to save AvtoVAZ. In October 2008, Igor Sechin, then deputy prime minister and Putin’s close associate, organized an industrywide brainstorming session on how to rescue AvtoVAZ, and he soon announced a $1 billion loan for the company from the state bank VEB.63 Yet with about fifteen thousand workers sent on unpaid leave, more drastic action was needed. Putin, then prime minister, visited the plant in March 2009, soon after the import-tax protests. As Remington notes, while meeting with Samara’s governor (and former head of AvtoVAZ), “Putin hardly needed to impress on Artiakov the point that maintaining employment at the firm and preserving social stability in the region were the governor’s responsibility. (This was because, as Putin helpfully reminded him, ‘there are about one million people living there who are tied to that enterprise’).”64 Putin told the plant’s workers that he was buying a Lada-Kalina 4x4 (which, in the summer of 2010, he would drive with great fanfare from Khabarovsk to Chita). He made considerable promises of financial support for the factory. Among other assurances, he said in response to a question about the plant’s kindergartens that the government would pay 621 million rubles for social programs that had long been paid for by AvtoVAZ. Putin added, “This is another gift to AvtoVAZ from the Russian government.”65


  Yet such promises by themselves hardly improved the situation. With the company teetering on bankruptcy, in 2009 the plant shut down for the month of August and reopened in September with only one of two shifts, with workers on half pay. The resulting pay cuts pushed lower-waged workers below the poverty line. When AvtoVAZ, with Renault now as a minority shareholder, announced that thirty thousand workers—over one-quarter of the workforce—would be let go, the government immediately intervened, initially banning the layoffs.66 When the layoffs finally moved forward, twenty-seven thousand were said to be let go, close to half of whom were pensioners, another fifty-five hundred workers nearing retirement, and five thousand white-collar workers. Over nine thousand of those laid off were “given new jobs in subsidiary organizations under AvtoVAZ’s auspices.”67 Thus, the Russian government eventually allowed the large layoffs to proceed but only after significant intervention and providing a massive bail-out. Still, there were signs that workers’ sentiments were simmering just below the boiling point. One assembly line worker described how many of his fellow disgruntled workers were banging on screw-in parts with hammers, effectively saying “I won’t do the nut properly to spite my boss.”68 Rumors were circulating that while the pay of workers had been slashed, top bosses were still being paid lavish salaries.


  With the plant’s social situation and the outlay of such large subsidies unsustainable, the Russian state, AvtoVAZ managers, the Samara government, and the Renault corporation wrestled over a radical restructuring plan for the firm. The eventual agreement was reached in November, only “after heated arguments.”69 In the end, the Russian federal government would contribute an outlay of roughly 1.67 billion euros, while the Samara regional government would pay the wage costs of 14,600 former AvtoVAZ employees who now worked for two subsidiaries of AvtoVAZ.70 Another scheme involved the relocation of AvtoVAZ workers and their families to a new industrial plant in Tikhvin, in Leningrad Oblast. The ICT financial industrial group, with state support, was set to employ thirty-five hundred laid-off workers from AvtoVAZ, with the company building housing for the new workers. While acknowledging the need for the state to assist relocating workers from depressed cities, Natalia Zubarevich noted the absurdity of creating a new company town: “They’re exchanging one problem for another, and with state money. Tikhvin is a second Pikalyovo.”71


  The costly social services that the factory had long been responsible for were finally transferred to the local and regional governments. For its part, Renault promised to transfer its technology and production platform, valued at 240 million euros, for its Romanian-made Dacia automobile. Yet, in Traub-Merz’s estimation, “Renault emerged the winner from this dispute.” The rescue package, secured in the depth of the economic crisis, amounted to a paradigm shift. AvtoVAZ would now be “managed on commercial principles,” with the plant’s employment policy under the sole control of foreign management.72


  Partly owing to state support, Russia’s auto industry (and economy overall) soon rebounded from the 2008–9 recession. The government continued its support for the auto industry in 2010, using a “scrappage premium” for older cars in an attempt to boost sales of new vehicles. Likely with an eye toward renewed demand from Russian consumers, by 2012 Renault sought to leverage its position further. Investing an additional $742 million, Renault increased its ownership share (Nissan also invested some $376 million for a minority stake). With this, the Renault-Nissan alliance gained majority control, occupying eight of the fifteen seats on the supervisory board, and the right to name top management. In effect, the former Soviet auto giant became “a regional affiliate of an international company.”73


  While AvtoVAZ production rebounded from the plant’s low levels of 2009, significant problems remained. Because of competition from Russian-based foreign car manufacturers, in 2013 the factory sold almost 20 percent fewer cars than the year before, and profits turned again to losses. AvtoVAZ was said to have reduced its payroll to sixty-six thousand workers by the end of 2013, though it remained unclear how many former workers were employed by the firm’s subsidiaries or paid in some form by the federal or regional governments.74 Nevertheless the firm was talking about further “massive sackings” involving an additional thirteen thousand workers.75


  The Renault-Nissan alliance was headed at the time by Carlos Ghosn, subsequently notorious for fleeing Japan to avoid being arrested for withholding the full amount of his compensation from authorities. Ghosn had first risen to prominence in France in the 1990s when he engaged in radical restructuring of Renault through means that earned him the moniker of “Le cost killer.” When subsequently asked about the nickname, he said, “It’s sexy, there’s blood in it, there’s meanness.”76 When Renault acquired a stake in Nissan, Ghosn was sent to Japan to head the company. Despite mass layoffs then being a rarity in Japan, within months he closed five factories and cut about twenty-one thousand jobs, or about 14 percent of the workforce.77


  In January 2014, with Putin’s blessing, the management of Renault-Nissan brought in a new CEO for AvtoVAZ: Bo Inge Andersson, a Swedish national and former top manager at GM who was initially brought to Russia by the oligarch Oleg Deripaska to head the GAZ automobile factory in Nizhny Novgorod. There he gained a reputation for a willingness to slash costs and cut jobs. His plans were ambitious. In Andersson’s words, “productivity [at AvtoVAZ] was 20 cars per employee per year in 2013. We should double it to 40 by year-end and 60 is our next target.”78


  Yet when oil prices dropped toward the end of 2014, just months after he took the helm, the Russian automobile industry again went into a deep tailspin. The economic contraction provided Andersson, as a foreign CEO focused on the bottom line, with even greater incentive to cut costs. Within two years, Andersson reduced employment in the plant still further, cutting the number of workers to forty-four thousand.79 But a major focus of his cost-cutting measures was on the firm’s suppliers. Shortly after the earlier crisis in 2009, Renault-Nissan management acknowledged in a report to the government that its cars were “of extremely low quality,” though it blamed the firm’s Russian suppliers, some of whom, stemming from Soviet practice, were monopolists.80 By 2016, materials and components still made up about 75 percent of the cost of AvtoVAZ’s cars.81 From the view of a foreign CEO whose singular goal was to return the plant to profitability, the answer was straightforward: if the Russian suppliers couldn’t deliver quality parts at affordable prices, then foreign producers would. Following this logic, Andersson linked AvtoVAZ to Renault-Nissan’s purchasing organization and signed contracts with foreign auto-parts manufacturers, sharply reducing the level of local content in the Russian Lada.


  The shift to an exclusively economic logic for the auto giant had profound consequences. As noted, Titov, the previous governor, while considered a pro-market reformer, had sought AvtoVAZ’s help in developing the region’s industry, but doing so depended on the use of local auto-parts suppliers. Sergei Tselikov, director of an agency that analyzed the Russian automobile sector, defended the previous government bailouts of AvtoVAZ based on the impact the firm had on parts suppliers. He warned, “The localization level of foreign models assembled in Russia does not exceed 10 percent, whereas the Lada is almost entirely made of Russian-made parts. If it collapses, a wave of bankruptcies may follow.”82 This raised a fundamental question: Was AvtoVAZ primarily a money-making firm within a multinational corporation that happened to be based in Russia, or was it primarily a large Russian employer in a company town that also sought to make a profit (or at least break even)? Under Andersson’s leadership, the firm took a decisive turn toward the former position.


  Layoffs and Their Consequences


  The course charted by Andersson could hardly avoid a clash of cultures. For one, Andersson and his team had substantial complaints about AvtoVAZ’s Russian workforce. According to the firm’s vice president of corporate development, a Czech national brought in by Andersson, management did not need to “befriend” the workers:



   Our task is to show the path to the eager ones and bid farewell to the ones who don’t want to follow it. There were about one thousand people working in these workshops a month ago. Maintenance teams for who knows what, people who had no idea what their job actually was. When we checked on them one day at 8:30 a.m. they were sleeping, playing chess, or just having tea. When we came again an hour later the only thing that changed was that they had locked the door. We kicked them all out.83




  As Andersson himself complained to a team of Czech documentary filmmakers,



   Most people here think that everything was fine. So when I arrived, the problems started. And they actually think that. I mean, everyone was stealing enough to have a decent life, everyone expected that the government would bail them out, everyone understood that they could never be laid off. Now we have fired fifteen thousand people, and they know I will not stop.84




  Not surprisingly, workers at the plant had a rather different perspective about the factory’s work regime. As Andrey Kuranov, a twenty-seven-year-old working in the plant’s chassis shop, recalled, “Andersson came in 2013, and started introducing all sorts of nonsense that our people couldn’t understand—to get your bonus, you had to go to work constantly, you couldn’t take a sick day, no days off for blood donation.” He continued, “Everyone complained. Workers used to come to work with tears in their eyes.”85


  That same year, Anna Perova, a sixty-two-year-old transport worker who would later go on to chair the Edinstvo union at the plant, lost her fingers above her knuckles in a stamping press. A judge ruled that this was a “light injury” and awarded her 50,000 rubles ($1,500) in compensation. Since she could no longer work the press, her pay was cut by more than half. Six months later, in the same workshop, another worker lost three fingers in the press, and still another lost her whole hand.86 Perova alleges that the injuries stem from workers being asked to work twelve-hour shifts. While the plant operates twenty-four hours a day, with three eight-hour shifts, workers are often asked to work an additional four hours of overtime. In November 2017, a fifty-eight-year-old worker leaving from his twelve-hour shift collapsed and died before the ambulance arrived. Three months later, AvtoVAZ workers reported through the Russian social media site VKontakte that a cutter at the factory had died while working an overnight shift. Production continued, and the body was simply covered up in the shop until the shift ended in the morning.87


  What is remarkable is how, on the surface at least, the massive layoffs and other pressures at AvtoVAZ appeared to take place with limited backlash. The plant’s main trade union, affiliated with the FNPR, lived up to its label as a “legacy union.” While its membership was nominally large—said to be twenty-five thousand as late as 2017—and it retained from the Soviet past vast resources for providing social benefits, with representation on the local tripartite commission, it played an astonishingly minimal role in defending workers’ interests during this tumultuous period. It had never organized a strike in its half-century of existence, preferring, its leaders said, to peacefully negotiate with management. Several of its leaders were said to occupy top posts at the plants.88 The union reportedly stood by Andersson during the massive layoffs, conceding that this was the only way to get wage increases for the workers who would remain.89


  Within AvtoVAZ there was a second, alternative union, known as Edinstvo (Unity), which had risen during a strike in 1989, still in the perestroika era, when the official union refused to back the strikers. Edinstvo thus became the first independent union in Russia’s automobile industry, and it clearly exemplified Russia’s more assertive alternative unions: 20 percent of its dues went toward a strike fund, and it led a number of labor actions through the 1990s.90 By 2000 it claimed 3,425 members.91 During the oil boom years, when the auto sector thrived, Edinstvo became more offensive-minded and helped found the MPRA. Yet AvtoVAZ’s management sought to ignore Edinstvo, and it was excluded from the local tripartite commission. Thus, the unions at AvtoVAZ closely conform to the overall picture of Russia’s union structure: the legacy union was large but largely compliant with management, whereas the alternative union was small but forceful and prone to protest. As Anna Perova, the transport worker who headed Edinstvo, explained, “since I joined Edinstvo, I tell everyone: ‘Guys, until you start striking, you’ll be treated like lambs to the slaughter.’”92


  Yet over time successful strikes became more difficult to carry out, partly because of the firm’s darkening economic prospects, but also because management increasingly used the legal restrictions on strikes to punish strikers. As Aleksei, an AvtoVAZ worker, explained, striking without legal backing left workers exposed: “The [union] chairman can come out with a flag, the people are with him, and then the people will get it in the neck.” He continued: “Unions have had all their forms of protest removed. Today, the union is no one.”93 Workers who were not laid off were reportedly threatened with firing if they did protest.94 As Viktor, another plant worker, complained, “There is a very bad mood in the factory now. To tell the truth, the workers are afraid. Daily we have to sign papers saying that we won’t attend any gatherings. Any meetings. That we won’t tell anyone anything.”95 Such pressures appeared successful: by 2010, a year after the global economic crisis and the first round of mass layoffs, Edinstvo’s membership was reportedly down to three hundred, and by 2018, only around one hundred remained.


  While repression is certainly part of the explanation for the lack of major unrest following the AvtoVAZ sackings, another significant factor appears to be the efforts aimed at softening the impact of the layoffs. While Tolyatti was a monotown with a population of over 700,000, where as late as 2009 the dominant factory employed close to 100,000 (with many more residents employed in subsidiary production and services), astonishingly, in 2016, when AvtoVAZ claimed to have slashed employment by more than half to 43,500 workers, the city’s official unemployment rate was reportedly 2.3 percent.96 As we have seen, Russia’s official unemployment rate is grossly understated, and the director of the town’s employment center said ten thousand residents were looking for work.97 Even so, the fate of the other forty-five thousand or so former autoworkers remains a puzzle. As we have seen, earlier layoffs were aimed at those nearing pension age, with the plant promising to pay a supplement for a number of years to those agreeing to take an early pension. A substantial portion of workers were simply transferred to auxiliary enterprises within the AvtoVAZ orbit. By November 2015 Tolyatti was officially recognized as a category 1 (or “red”) monotown, enabling it to apply for financial development aid from the Federal Monotown Development Fund and allowing it to create a special economic zone (TOSER) on its territory in the hope of attracting further investments.98 By June 2016, the zone employed roughly twenty-five hundred people, and another zone in the area employed an additional thousand.99 A significant number of workers may have migrated out of the town and region, with one report stating that Tolyatti had experienced a net emigration of five thousand residents in the first eight months of 2015 alone.100 Yet such a level of outmigration is difficult to square with the available data: Rosstat’s estimate of the city’s population in 2017 was only nine thousand less than the results of the 2010 census. As Kuranov, the twenty-seven-year-old chassis shop worker, explained, “People say you need to leave Tolyatti. But where? Moscow? Petersburg? Who needs you there? There’s no hills of gold there.”101


  Indeed, the main answer to the puzzle appeared to lie elsewhere: the director of Tolyatti’s employment center conceded that as of March 2016, almost forty-five thousand of the town’s residents were “employed in enterprises with temporary employment” (na predpriiatiiakh s ogranichennoi zaniatost′iu).102 Whether such temporary employment was being funded by regional or federal budgets, or by AvtoVAZ, was left unexplained. By 2017, however, the firm—“in order to lower tensions on the labor market”—was pleading with the government to pay the costs for laid-off workers who had been transferred to the industrial park with “the preservation of their pay and social benefits” paid for by AvtoVAZ.103


  Conflict


  Not surprisingly, even with various measures such as temporary work and severance payments to soften the blow, the layoffs did lead to protests. Though their study is an aggregate one and doesn’t examine the exact location and cause of each protest, Lankina and Voznaya found that from 2007 to 2012, after Moscow city and St. Petersburg, Samara recorded the most protests of Russia’s many regions.104 Not surprisingly, most of the AvtoVAZ protests were led by MPRA/Edinstvo.


  The protests themselves did little to dampen Andersson’s resolve. He grumbled to his managers about the protests, “Here people complain and cry like babies, and we give them something else. And people are smart because if they cry they get something. But I mean if you do nothing you should not have a good salary. Because you don’t earn anything.”105


  Yet the most dramatic protests were led not by workers of AvtoVAZ but by those employed at the plant’s parts suppliers, who were now being shut out through Andersson’s economizing measures. Employees at the Volzhskii Machine-Building Factory, whose output was dependent on sales to AvtoVAZ, struck in February 2014 over wage arrears, but by the next year the plant, which had employed three thousand workers, was due to close altogether.106 In 2016 workers at a whole range of enterprises in Tolyatti and nearby Zhigulevsk protested, mostly over wage arrears.107 Workers at AvtoVAZagregat (AVA), AvtoVAZ’s largest parts supplier, together with its three subsidiaries (AvtoVAZagregatTrans, PoshivAvtoVAZagregat, and AvtoVAZagregatPlast), led the most widely publicized protests. AVA and its subsidiaries halted production in June 2015 when its contract with AvtoVAZ was canceled. The company’s twenty-three hundred workers were left abruptly without pay, though Russian law stated that laid-off workers were entitled to two-thirds of their former pay.108


  The AVA workers began to protest and set up a “Workers’ Initiative Group” led by longtime employee Antonina Larina. She pressed the workers’ case at a meeting at the local prosecutor’s office, which began a legal investigation.109 While the representatives of a number of government agencies attended the meeting, AVA’s management chose to ignore it. In further confirmation of the inability of the legacy unions to defend workers’ interests, even during such an existential crisis, there is no mention of the plant’s FNPR-affiliated union attending the meeting, even in the union’s own newspaper. As the demands for the missing severance payments increased, the union told its workers that it was unable to get in contact with the factory management and suggested that the workers find another job.110


  While the union was ineffectual, Larina continued to press the workers’ case, and she soon found support from the local Communist Party (CPRF). Bolstered by the backing of an outside force, Larina began to suggest more direct action, such as blocking the highway connecting Tolyatti to Samara city. Her position was strengthened further when it became clear that AvtoVAZ was planning to lay off an additional ten to twenty thousand workers, raising the potential that worker protest could spread.111


  Edinstvo/MPRA announced a new protest on September 20 with the demand that AvtoVAZ be renationalized. Their chosen date for the protest happened to coincide with the day that Alexei Navalny had set for his latest antigovernment protest. Not surprisingly, Tolyatti’s authorities refused to sanction a protest on that date, yet a protest took place a week later, let by Edinstvo and CPRF. It attracted between seven hundred and fifteen hundred participants, a not insignificant number for a Putin-era protest in a provincial city. Protesters waved banners in support of AVA workers, but the demands went further, denouncing the “asocial policies” of AvtoVAZ management who continued to lay off workers.


  Amid chants for “Strike!” “Nationalization!” “Out with the bourgeoisie!” Edinstvo chair Perova, wearing an MPRA jacket, took the microphone and addressed the crowd about how workers at the plant were being treated:



   It’s like “you’re the most honest, the most wonderful worker” if you come in according to the schedule. It doesn’t matter if you’re drunk, incapable, or lazy. What matters is you came. But now you have to work like me. Don’t sleep! Go to the plant and work. And what do we get for that? Just kopeks. Peanuts! We don’t need any kids who might fall ill, relatives or parents that can die. Someone will take them to the cemetery without your help. That is all disgusting! What’s left to us? We are not allowed to get sick, we can just croak at the workplace and off to the cemetery with us.112




  While protesters criticized the government, most of their ire was aimed at two individuals: Viktor Kozlov, the director of AVA, and Bo Andersson, the CEO of AvtoVAZ. Larina demanded that Kozlov give back the money he had stolen from workers and that he should “give the factory back to the workers.” As for AvtoVAZ, the protesters began to argue that its problems stemmed from its being run by a foreign capitalist who “had no social obligations toward the workers.” In their view, Andersson, whom many AvtoVAZ workers referred to as “that American,” wanted to turn the factory into a “screwdriver department” for Renault-Nissan, where Russian workers would simply assemble cars from imported parts. The workers at the protest spoke fondly of an earlier time when AvtoVAZ was owned by the state, “before the plant was handed to the foreigners.”113 Needless to say, in the wake of Russia’s seizure of Crimea and resulting sanctions and counter-sanctions, such criticisms arose alongside heightened tension between Russia and the West, as the Putin leadership sought to base its legitimacy less on economic performance and more on assertive nationalism.


  When the FNPR union did finally respond, with a gathering of its own about a week or so after the Edinstvo/CPFR protest, it was a weak affair. Instead of red flags, those attending the union rally held Russian flags and banners with the AvtoVAZ logo. The event captured little attention, and according to local media, the speeches were simply read from printed texts and contained tepid demands. Those gathered looked puzzled as to why they were there, often glancing down at their watches. The local tripartite committee, which met on September 29, just two days after the larger protest, failed to even address the demands of AVA’s workers.114 Again, the legacy union in this case proved unwilling or incapable of acting as representatives of workers’ interests before management, even to become a “shock absorber” during a period of intense conflict.


  At a meeting of delegates to a conference of plant employees, Andersson adopted a critical tone. He began by saying that when he first arrived, he looked at the toilets, which were dirty, leaking, and without toilet paper. “I was told that this was AvtoVAZ’s tradition. And for many years you accepted it.” He then went on to cite the many changes he had brought to the plant. His speech was followed by that of a plant employee, who addressed the conference while Andersson, looking on uncomfortably, sat directly to his left. The speech was interrupted several times by applause:



   Greetings, dear delegates. You heard from the President of AvtoVAZ that the workers must be cherished, that he would dismiss a minimum number of people, and that Russian specialists deserve respect and they deserve good wages. It all ended up quite different. You may say that there were only one thousand people [recently] laid-off. But we all know that thousands of workers left because they’d been afraid that they’d be made redundant. Yes, we’ve heard many times that compared to other factories, we have too many employees and too low productivity. But no one takes into account that AvtoVAZ is the last remaining Russian manufacturer capable of completing the entire car production cycle. All of this brings us to an unsettling conclusion: we will become just an assembly line for licensed foreign cars. Please think about that and save AvtoVAZ as a Russian manufacturer.115




  While the protests had lost some steam by November 2015, at this point they reached the attention of Russia’s leaders, who began to express concern about rising social tensions in Tolyatti. The ire of Sergei Chemezov, the head of Rostec, was raised by “pickets in Tolyatti.” While at this point a minority shareholder in AvtoVAZ, Rostec was a powerful government entity, and Chemezov himself was a close personal friend of Putin. Chemezov became openly critical of Andersson’s “throwing people on the streets.” He added that while mass layoffs “may be a European practice, we consider this unacceptable; it’s necessary to behave more responsively [nado vesti sebia gibche].”116


  By January of 2016 CPRF leaders at the federal level began denouncing AvtoVAZ’s leadership on nationalist grounds. In February Leonid Kalashnikov, a state Duma representative from Samara Oblast and CPRF member, who was the first deputy secretary of the Duma’s committee on international affairs, published an “open letter” to Prime Minister Medvedev in which he accused the “foreign citizen” Andersson of “destroying the company” through a policy of ending contracts with Russian suppliers in favor of foreign ones. He complained that the official Renault-Nissan/Rostec alliance was registered as a legal entity in the Netherlands, a NATO member. Kalashnikov accused Rostec and Medvedev (who had visited Tolyatti earlier that month) of ignoring the plight of AvtoVAZ and AVA workers. In a fit of fury, he claimed Andersson was guilty of espionage and sabotage.117


  By the next month, March 2016, Chemezov announced that Andersson would step down as AvtoVAZ CEO, just two years after he assumed the post. Part of the explanation for Andersson’s being pushed out had to do with the continued financial losses at the plant. Despite the mass layoffs, AvtoVAZ reported losses of over 25 billion rubles ($686 million) in 2014, with the losses rising to 74 billion rubles ($1 billion) in 2015.118 Losses were felt across Russia’s auto industry as a whole, however, as demand dropped by 50 percent in the Russian car market from 2014 to 2015 along with the drop in oil revenues.119


  But there were other compelling reasons why Andersson was removed from his post. A major concern was that his policy of integrating with foreign supply chains threatened the viability of Russian suppliers. Whereas Chemezov wanted technology from the Renault-Nissan alliance to upgrade the productivity of Russia’s parts manufacturers, Andersson simply viewed those firms as noncompetitive. This in turn threatened the interests of Rostec (and thus Chemezov), since among its holdings was United Automotive Technologies, the largest auto parts supplier in Russia, with about 40 percent of its sales going to AvtoVAZ.120 Still, according to Traub-Merz, opposition to Andersson’s management “stemmed largely from [his] radical personnel policy,” with his Russian critics “prioritizing social concerns about jobs and localization interests over prices and quality considerations.”121 In particular, it was noted that since AvtoVAZ refused to purchase car seats from AVA, it “left the plant on the verge of bankruptcy.”122 Moreover, Andersson had sliced the number of employees from seventy thousand to forty-four thousand in just two years. Yet it was not simply the number of workers who had been let go that was being questioned; it was the manner in which that was done. According the Chemezov, even more workers had been laid off following the 2008–9 crisis, but Andersson let workers go with little concern for their retraining or reemployment. As the business newspaper RBK recounted Chemezov’s words, during the 2008–9 round of layoffs, “there was no uproar [shum], it was a carefully structured process, we worked together with the regional authorities and the Ministry of Labor. We found new jobs, transferred people, provided them with training, they got a new profession.”123 What Chemezov left unspoken was the substantial cost to the government (as well as to AvtoVAZ) of preventing any uproar from the earlier layoffs.


  Interestingly, Andersson’s approach of steep job cuts combined with dropping ties to inefficient Russian parts suppliers appeared to do little to improve productivity at the plant. While the cuts in the number of workers were substantial, so was the drop in the plant’s auto sales, so that the productivity increases—the number of cars produced per worker—were minimal. While in 2005 the plant produced 6.10 cars per employee, the number was only slightly better by 2016 (see figure 6.2).


  The new AvtoVAZ director, Nicolas Maure, was also a foreigner, who had headed Renault’s Dacia car factory in Romania. According to Lenta.ru, he might have caught the eye of AvtoVAZ’s board because he had successfully reached a compromise during a major strike at Dacia, where over 80 percent of the workers were unionized.124 As the new CEO, he changed the plant’s social policy, initiating a program to provide funds to help dismissed employees start their own businesses, and another program to more efficiently redistribute workers within the firm, from overstaffed to understaffed departments. Once Maure was in place, AvtoVAZ planned to increase the share of local suppliers and to send twelve hundred workers to a new call center run by (state-owned) Sberbank, created in a building the plant no longer needed.125 For employees willing to take early retirement, AvtoVAZ promised to subsidize their monthly pensions for a five-year period.126
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  The replacement of Andersson with a new CEO more sensitive to workers’ concerns appeared to dampen protest in Tolyatti for a time. Nonetheless, Maure was still the CEO of a firm majority-owned by the multinational alliance Renault-Nissan, and he was determined to cut labor costs further, though he explained the methods of doing so should be “softer.”127 As a result, the plant shifted to a reduced, four-day workweek for most of 2016. Moreover, Maure—who had earlier admitted that the Romanian strike was one of the most severe crises he ever faced—had plans to automate more production at the plant. As he put it, “robots don’t strike.”128


  Still, AvtoVAZ’s losses continued through 2016 (at 45 billion rubles) and the first quarter of 2017 (at a lower rate of 2.8 billion rubles). Wrestling also continued over the amount of state subsidies to the firm. As noted, AvtoVAZ pleaded with the state to pay for the large number of workers who had been transferred to the industrial park and whose salaries and social benefits were still being paid by AvtoVAZ until sufficient investors were found to create new jobs there.129 While Russia’s labor and economic ministries wanted to maintain subsidies to the firm, the Ministry of Finance wanted to cut them to as little as 600 million rubles ($10 million) a year.


  By mid 2017 the plant’s position had improved somewhat, as had Russia’s auto industry overall. For the first half of the year, AvtoVAZ recorded a tiny profit, the first since 2012. Still, some industry analysts cautioned that given Russia’s dependence on the global oil market, there was no telling how long the trend would continue.130 The recovery had been helped in part by government subsidies to reduce interest rates for auto loans, a program the government renewed in July 2017.131


  Yet the change in AvtoVAZ management and the upswing in the auto industry came too late to help the workers of AVA, who were still seeking payment of the wages owed to them. They faced a challenge in that majority ownership of the firm was held by KopperBerg Ltd., an offshore company registered in the British Virgin Islands, and it appeared likely that any funds to pay the workers might have quietly slipped out of the country.132 Media attention on AVA spurred by the protests continued, prompting Samara’s governor, Nikolai Merkushkin, to take action.


  Merkushkin had replaced Governor Artiakov in 2012. He was appointed by Putin from his position as governor of the Republic of Mordovia, where he had developed a reputation for strong-handed and paternalistic rule. In Samara that approach would eventually lead to scandal. Initially Merkushkin’s actions brought satisfaction to some of AVA’s workers. Viktor Kozlov, the CEO of AVA, was arrested at a Moscow airport, after which Merkushkin demanded that Kozlov’s brother, Alexei—who happened to be the majority shareholder of KopperBerg—come to Samara to sign a document promising to pay the unpaid wages to AVA workers. When Alexei did so, his brother was released. Another legal case was opened against Viktor Kozlov. The AVA workers were paid in March 2016, and Merkushkin, through the Samara government, gave them each an additional “social benefit” payment of 10,000 rubles ($172).133


  The problems were not fully resolved, however. Like Russian nesting dolls, just as AVA had been totally dependent on the much larger AvtoVAZ for its survival, the seven hundred workers of AVA’s three smaller subsidiaries—AvtoVAZagregatPlast, PoshivAvtoVAZagregat, and AvtoVAZagregatTrans—had still not been paid, despite the governor’s promises. In August 2016, in a scene that was captured on video, shared online, and then shown on national media, a worker from PoshivAvtoVAZagregat asked governor Merkushkin at a public forum in Tolyatti about the promised wage payments:



   [WORKER] Nikolai Ivanovich, I am a former worker with the long-suffering enterprise. I would like to know, when will our wages be paid? It’s already been two years, and there have been so many promises. . . .


  [MERKUSHKIN] Well here’s what I want to say. If you’re going to talk in such a tone, [the answer is] never! Never! Go ask the people who are inciting you.


  [WORKER] Excuse me please, but I believe I am speaking normally. Because this is already the second year without our wages.


  [MERKUSHKIN] I know. You listen! You listen to me now. It’s when the American ambassador came here to incite these people, and then within a month they revealed themselves to the whole world. The whole world!134




  Besides the rather incoherent nature of Merkushkin’s outburst, his bullying attack on a female worker who was asking about wages that had been legally owed to her for over two years became scandalous.135 Moreover, this occurred at a time when a number of Russian leaders were increasingly employing nationalist rhetoric in a transparent attempt to distract the population from economic concerns. Yet in claiming that complaints about wage arrears in a small firm in Tolyatti stemmed from a conspiracy hatched in Washington, Merkushkin raised such attempts to a patently absurd level.136


  Needless to say, Merkushkin’s outburst did little to satisfy AVA’s unpaid workers. Two days after he denounced the worker complaining of wage arrears, eighty workers blockaded the highway between Tolyatti and Samara, though the protest ended quickly.137 The following day, August 30, 2016, AVA was formally declared bankrupt, and it remains unclear if the workers from AVA’s three subsidiaries ever received their pay. By September 2017 Merkushkin was removed from office, with the Russian press speculating he was removed at the behest of Rostec chairman Chemezov.138


  What can we conclude from the case of AvtoVAZ and Tolyatti? Despite the massive layoffs at AvtoVAZ—which had downsized from close to one hundred thousand employees in 2006 to forty-one thousand ten years later—the feared social explosion did not happen. One might reasonably conclude that such fears were widely misplaced. A closer look, however, suggests a more complex interpretation. The government’s first attempt to reduce social tensions at AvtoVAZ and other Russian automakers during the 2008–9 crisis was to raise taxes on the imports of used cars, yet this led to a protest movement in the Far East that was put down with repression and quickly became radicalized, however briefly. While the layoffs that did occur during the crisis were made without an “uproar,” as Chemezov later boasted in explaining why Andersson was fired, doing so required massive subsidies, paid by both the Russian government and AvtoVAZ. A further large round of layoffs followed, especially once another crisis hit the auto industry in 2014, but only at the behest of a foreign CEO, who soon became the target of workers’ ire. That same CEO, operating on market principles as the representative of a multinational corporation, caused further distress by effectively bankrupting Russian parts suppliers that had been de facto subsidiaries of AvtoVAZ. That AvtoVAZ was repeatedly bailed out, while AVA was left to bankruptcy, illustrates how large firms in Russia are kept afloat through state intervention, but smaller and medium-size firms come and go largely on their own. In this case, however, workers from the smaller firms protested. While this hardly led to a social explosion, it gained national media attention. This is the very outcome, as we have seen, that regional and national elites seek to avoid, as it leads to unwelcome scrutiny and, as in this case, can cause governors to lose their jobs.139


  That protests reached such a threshold stemmed in large part from the fact that, despite the paternalistic efforts of management and government to deal with the various predicaments, workers themselves were largely shut out of the process. Even in a case of existential crises for these workplaces—massive layoffs in the case of AvtoVAZ, bankruptcy and unpaid wages for the workers of AVA—Russia’s legacy unions, by far the largest official representative of their interests, failed to provide them with any visible defense. Some twenty-five years after the end of the Soviet system, these unions continued to view themselves as something of a “transmission belt” between management and workers, rather than as advocates of workers in an adversarial relationship with managers, particularly during times of cutbacks and layoffs. Alternative unions, in this case MPRA/Edinstvo, with fewer members and resources, were effectively shut out of the tripartite process. Short of protest, this left no institutional channel for workers to express their grievances during what was for most of them perhaps the most dramatic period of their working lives.140


  Since workers in a firm headed for bankruptcy have little recourse to the strike weapon—production is already halted after all—the goal of protest becomes seeking media attention for their plight. This AVA workers did by joining with members of the “systemic opposition” (the local CPRF) and suggesting a possible alliance with the “nonsystemic opposition” (calling for a demonstration on the same day as Alexei Navalny’s planned nationwide protests). While the number of AVA workers was small, when their protest demands coincided with those of workers at AvtoVAZ—where another round of layoffs was announced, signaling the potential for larger protests to follow—their cause got national media attention, and their protests appeared to spur Rostec head Chemezov’s criticisms of Andersson, soon leading to his departure.


  While Andersson was for a time a convenient scapegoat for the Russian government, AvtoVAZ’s problems have hardly been solved. Tens of thousands of workers have been let go, and the extent of government intervention and the cost of subsidies (both past and present) have been substantial. While the AvtoVAZ workers’ criticism of Andersson (“that American”) may have appeared xenophobic, it was also a pretty accurate assessment of the dilemma the plant faced. The problems caused by Andersson’s approach to management—which Chemezov criticized as alien to Russia—pointed to a fundamental impasse: Was the former Soviet auto giant AvtoVAZ simply another profit center for a foreign multinational, or was it to remain a source of employment and pride for the people of Tolyatti? More broadly, the case demonstrated a significant challenge for Russia’s political economy: How does it satisfy the demands of foreign capital in order to attract sufficient investment and technology to move beyond a dependence on raw commodities exports, while meeting the social expectations of workers and society at large, and the regime’s own need for stability and political survival?


  The mass layoffs at AvtoVAZ were not (at least to date) politically destabilizing. One might argue that if the Putin team could survive such layoffs at Russia’s largest monotown, it has little to fear about unrest elsewhere. Yet there are reasons to question that assessment. The Russian state has devoted enormous subsidies over the years to AvtoVAZ and continues to employ various schemes to prop up Tolyatti. Put another way, by paying close attention, the Russian government was able to buttress its largest and most visible monotown. But there are literally hundreds of others, and one wonders how many will get similar attention.


  Still, the protests that did take place in Tolyatti have been limited. So far, the potential for labor protests to grow from local social and economic demands to more radical demands that could become politically destabilizing would appear to be largely theoretical. Yet in the next chapters we will explore the reasons why Russia’s leadership fears such a scenario and see, through the example of the rapid politicization of Russia’s truck drivers, that such a scenario is not merely theoretical.




  7


  


  THE SPECTER OF A COLOR REVOLUTION


  Even with everything discussed so far—the problems of extremely flexible and often exceedingly low wages, the chronic problems of monotowns, the lack of institutional outlets for worker grievances leading to spontaneous and at times extreme outbursts, the significant state interventions and subsidies that were needed to prevent the crisis at AvtoVAZ and Tolyatti from exploding—one might argue that it remains far from clear that workers present a real threat to Russia’s ruling elite. Tolyatti is the biggest of Russia’s monotowns, and while the interventions there might have been costly, most other monotowns are considerably smaller, and many are isolated, almost by definition. When crises do flare up, leading to significant protest, as in Pikalyovo, Russia’s president can swoop in with a timely intervention, appearing in the role of the savior. Unions, for reasons we have seen, are hardly well positioned to lead a strong protest movement. The so-called color revolutions that have removed leaders in postcommunist states from power have typically centered on allegations of electoral fraud, and—at least until the Belarus protests (explored in chapter 9)—rarely have workers played a central role. Moreover, and one hardly needs to add, in Russia as in other states with authoritarian tendencies, repression can be quite effective. In short, outside of a major economic catastrophe such as Russia experienced in the 1990s, widespread labor protest leading to political destabilization would appear to be a low-probability event.


  All these factors notwithstanding, however, while political destabilization from any source might not be a likely outcome for Russia’s leaders, they can hardly rule it out. I have discussed in theoretical terms the challenges to authoritarian and hybrid regimes stemming from economic-based protests in particular. Here I spell out in greater detail the Russian leadership’s fear of labor and related social-economic protest, the challenges such protests pose, and the specific steps taken to prevent such protest. In short, I seek to answer the following: How can a state be so strong, yet so afraid?


  Defending Stability in Tough Times


  Putin came to power in 1999 as the prime minister serving a deeply unpopular President Yeltsin. While Yeltsin survived the wave of protests in the late 1990s, the entire Yeltsin government and entourage were, in the public’s mind, deeply implicated in the cataclysm of the 1990s, especially the huge increase in poverty and the rapid privatization that was widely viewed as enriching a handful of oligarchs. When Putin assumed the presidency in early 2000, many observers believed he was given the post in order to protect the Yeltsin “family”—those most closely associated with Yeltsin, including powerful oligarchs—from prosecution and possible loss of their assets.


  As president, Putin soon made the promise of “stability,” in contrast to the chaos of the 1990s, a cornerstone of his claim to legitimacy.1 The perceived threats to that stability began early on. Already in 1999, the NATO bombing of Russia’s longtime ally Serbia outraged even pro-Western liberals in Russia.2 That action directly contributed to the overthrow of Slobodan Milošević the following year, in the first of the color revolutions. For Russia’s new leadership, this suggested a twofold threat to stability: an external threat, from Western governments seeking “regime change,” and an internal threat, in that foreign influences sought to provoke domestic populations into rising up against their own governments. The “Bulldozer Revolution” in Serbia was soon followed by the “Rose Revolution” in Georgia in 2003, the “Orange Revolution” in Ukraine in 2004, and the “Tulip Revolution” in Kyrgyzstan in 2005.


  For the leaders of Russia and other post-Soviet states, witnessing governments in neighboring countries fall through mass protest was hardly a welcome experience. Thus, what has been described as the “creeping authoritarianism” of Putin’s presidency did not take place in a vacuum. Russian (and other post-Soviet) leaders began to engage in “preemptive authoritarianism,” seeking to eliminate threats before they arose.3 Putin’s government enacted restrictive electoral reforms in 2005 and a law to curtail NGOs in 2006. The Russian leadership created its own youth movement, Nashi, to counter the youth movements that were seen as driving the color revolutions in other countries. With such concerns in mind, Kremlin leaders began overtly to question the legitimacy of liberal democracy, alleging that it was a foreign influence alien to Russian culture.4


  Given such anxieties over foreign intervention and youth-led protests, any threat from workers would appear to be a lower-level concern. As we have seen, however, the challenge posed by workers began before Putin came to power and predated any concern with color revolutions. By the mid-1990s, it was clear that the nonpayment of wages and the resulting protests reflected the failure of trade unions or other institutions to effectively channel the grievances of workers and others in a time of wrenching social change. As Simon Clarke noted at that time, this “underlies the dual fear that the bulk of the population will, in its passive moment, vote for the authoritarian leader who can make the most radical promises and, in its active moment, take to the streets in outbursts of mass civil unrest.”5 The crisis of wage arrears reached its apex in 1999, just as Putin became prime minister. As we saw in chapter 5, coal miners and others protesting unpaid wages led the “rail wars” that helped push the Russian government to devalue the ruble, and that action led to a steep decline in living standards and a still greater spike in wage arrears, leading to still more strikes and protests. Thus, Putin first came to power just as a major wave of labor protest was cresting.


  The economic growth that opportunely coincided with Putin’s assumption of office helped stave off immediate fears of mass protest. Yet the new government hardly remained passive. As we have seen, Putin soon made the nonpayment of wages a serious crime, but he also significantly revamped Russia’s labor code, severely restricting the right to strike, hindering the more militant alternative unions, with the result that the FNPR became increasingly loyal to Putin’s leadership. By 2002, Irene Stephenson, the Russian-based representative of the AFL-CIO, which had sought to improve labor rights in the country by assisting alternative unions (while deliberately avoiding the FNPR), was denied entry at a Moscow airport “based on information provided by the FSB.”6


  To be sure, labor protest was hardly the only concern in the minds of Russia’s leadership as Putin consolidated his power. Over time Putin successfully subdued the Duma, rebellious regional elites, independent oligarchs, and the media. Labor protest receded as the economy improved, which not only vanquished wage arrears but led to significant wage increases. These wage increases, and economic growth generally, unquestionably contributed to the popularity of Putin’s leadership.7 In an echo of the Brezhnev era, as Richard Sakwa argued, Putin had built a new “type of ‘social contract’ whereby the government promised rising standards of living in exchange for restrictions on independent popular political participation.”8 Petrov, Lipman, and Hale specified this further as a “non-intrusion pact” between state and society: a promise of “steady economic growth, Russia’s perceived return to global leadership, a sense of stability, nonintrusive government, and a feeling that the country is being guided by a strong and capable leader” in exchange for society’s staying out of politics.9


  Still, economic growth did not remove the threat of labor protest entirely. Rather, as with the automobile sector, by the mid-2000s workers in profitable industries became more militant, and through more “pro-cyclical” strike activity began to advance demands for improved working conditions and a greater share of profits.


  Yet with the global economic crisis of 2008, labor protest reappeared as a major threat, as the crisis revealed that little effort had been made during the boom years to resolve Russia’s various labor dilemmas, all the more so since the Putin regime had sought to legitimate its power by emphasizing “stability.”


  With the crisis, the status quo became untenable, and the measures taken to prevent its worsening impact were profound. According to Konstantin Gaaze, “in July 2008, as the financial crisis took hold in the United States, Russia’s oligarchs—oil executives, steelmakers, retailers, and industrialists—had started asking the government for support.” By October of that year, “the crisis suddenly took on a social dimension: the country’s large corporations started threatening the government with mass layoffs.”10 As we have seen, measures were implemented to prop up the auto industry, including the tax on the imports of used cars, which itself led to significant—and quickly politicized—protests in Russia’s Far East. The crisis also spurred the huge bailout of AvtoVAZ, followed by the Renault corporation taking greater control over Russia’s largest auto producer. Much focus was placed on Russia’s other monotowns, particularly after Putin’s intervention in Pikalyovo. As described by Daniel Treisman, “After the disorienting first months [of the crisis], the Kremlin settled on a political strategy. The focus was on using the media to show that Putin was personally in command and—as prime minister—was energetically fighting the fires as they arose, in a style that became known as ‘manual control.’”11


  Yet beyond the specific steps taken to avert particular emergencies, a new “Putin coalition” formed in response to the overall crisis. According to Gaaze, the process “resembled a collection of economic and social prosthetics,” leading to “an unimaginable alliance of workers, state employees, and capitalists whose economic interests did not always coincide.” As signaled by the “bending of the oligarch” Deripaska in Pikalyovo (chapter 4), the rules of the game changed for business elites, who were told to avoid mass layoffs despite the steep drop in demand, and as a result they “moderated their appetites regarding commercial viability of production.” Yet “in exchange, they received cheap loans from government banks worth billions of rubles.”12 Under the language of the “social responsibility of business,” economic incentives shifted away from market signals and more toward political connections, where “public-private partnerships” in practice meant competing with rivals for greater government support. Labor protest was thus kept in check, and support for Putin grew from “workers of the enterprises that Putin’s administration had favored, saved, and supported.” According to Gaaze, by 2017 “the much-touted figure of 86 percent approval ratings for Putin was born not only thanks to the annexation of Crimea, but also because of the money that Putin’s administration spent in the late 2000s to fight the financial crisis.”13


  Moreover, for Gaaze the increasing state control (ogosudarstvleniia) of the economy in response to the 2008 crisis led to the “accidental formation of Russia’s war coalition” that made war and confrontation with the West possible in 2014. Undoubtedly, the perceived poor performance of Russia’s military during its brief 2008 war with Georgia led to calls for increased military spending. Such demands were strengthened during the crisis by struggling enterprises producing military goods and employing large numbers of people (chapter 3). Over time, greater state support for various firms and industries led to demands for greater protectionism and less reliance on Western capital markets and therefore less concern about subsequent sanctions and counter-sanctions.


  The government’s response to the 2008–9 crisis appeared to be quite effective in the short run, and the Russian economy recovered fairly quickly. Yet the state support for industry, while beneficial to certain groups, was not perceived as such by all. Despite the rebound in economic growth, popular support for Prime Minister Putin and President Medvedev continued to sag, leading to lower approval ratings from 2008 to 2011.14 Some argued that the connection between economic growth and political legitimacy, which the Putin leadership had enjoyed from 2000 to 2008, had become decoupled, helping to contribute to the protest wave of 2011–12.15


  Thus while the foundation of Putin’s subsequent return to sky-high approval ratings may have been laid by state support for industry and its workers during the 2008 crisis, the protest movement that burst forth in Moscow and St. Petersburg in December 2011 was most often credited to the political awakening of Russia’s urban middle class.16 As the political commentator Yevgenia Albats told the New York Times, “Today we have proved that civil society does exist in Russia, that the middle class does exist and that this country is not lost.”17 The phrase most often heard in Russia to describe this group was the “creative class,” meant to denote educated, internet-savvy urbanites, the kind said to reside in vibrant “global cities.” Liberal reformers inside and outside Russia placed much hope that this new middle class—concerned more with political freedoms than base economic issues—would galvanize opposition to the Putin regime. The labeling of these protests as “middle class” has been challenged on various grounds, however. Bryn Rosenfeld for one found that “state-sector professionals” were significantly less likely to join the protests, suggesting that they might form another part of the “Putin coalition.”18


  Nevertheless, without question the protests were a grave shock to Russia’s leadership. They significantly added to existing fears of a color revolution. The Arab Spring revolutions, beginning in 2011, just months before the Russian protests, only increased this fear, as seemingly unshakable authoritarian regimes proved susceptible to mass protests that arose unpredictably, seemingly out of nowhere.


  Yet Russia’s 2011–12 protest wave, while certainly dramatic in the Russian context, crested fairly quickly, without anything approaching a color revolution. It did so in large part because the abstract political demands of the protesters—for fair elections and a “Russia without Putin!”—did not match up with the more concrete socioeconomic concerns of much of Russia’s population, especially those residing outside of Moscow and St. Petersburg. Indeed, there was much speculation that Putin’s core support came from the working class in Russia’s provinces, based on certain shared values. Krastev and Holmes argued that Putin won the March 2012 presidential election “by mobilizing antimodern Russia against modern Russia, and by mobilizing the countryside against Moscow.”19


  There is evidence to suggest however that such a narrative was overly simplistic and that Putin was already having trouble maintaining support in Russia’s hinterlands. Focus group studies in sixteen Russian regions, carried out by the Center for Strategic Research in Moscow, found that while provincial Russians were fiercely nonideological and much less concerned with the abstract slogans of protesters in the capital, they were “most concerned with the state’s dwindling ability to provide essential services, such as health care, education, housing, personal security, and effective courts” and expressed deep skepticism that national politicians could provide such services effectively.20 Likewise, assessing surveys from the Levada Center, Treisman finds that when Putin’s approval ratings began to decline in 2010, “support for the Kremlin fell quite uniformly, declining in all social, economic, and geographic categories” and thus not just from the “creative class” in Moscow and St. Petersburg. In fact, by late 2011, the lowest approval ratings for Putin and Medvedev were found not in the two largest cities, but in large provincial cities. “Expressed readiness to protest was also higher in the provincial cities.”21 While none of this speaks directly to working-class support, it does suggest that the level of material conditions in, and federal support for, Russia’s regions matters greatly to regime legitimacy. Moreover, a study of “the calculus of non-protest in Russia” found that while there were many protests in the country from 2000 to 2013, most were local protests over socioeconomic issues. While about 20 percent of the population was ready to engage in “political” protests, the remaining 80 percent or so was either against democratic reforms or indifferent to them. The authors of the study found that the reason for this hesitancy from the bulk of the population was connected to their “concerns over the highly uncertain redistributive consequences of political reforms”—in other words, their fears that political liberals would bring back the economic liberalism of the 1990s, with adverse effects on their standard of living.22 In this view, the protest behavior in Russia’s regions stemmed less from provincial prejudice than from a rational calculation of the material well-being to be gained by backing the current regime rather than the political opposition. Yet with the end of the boom years of the 2000s, a change in that calculus posed a potential challenge to Russia’s leaders.


  Doubtlessly recognizing this, Putin sought to respond to the 2011–12 protests by playing on tropes he had long employed, seeking to widen the cultural divide between liberal intellectuals and more traditional Russians in the country’s provinces. Clearly Putin has long appealed to significant segments of Russian society by projecting an image of a strong male figure, riding shirtless on a horse through the taiga, among many other publicized feats of machismo.23 The projection of Putin as a real Russian muzhik resonated in particular with a male working class that suffered a loss in social status as well as material well-being in the 1990s and which continued to struggle with the changes in work and life brought about by Russia’s further insertion into the global capitalist economy.24 In speaking with male workers in Russia, one often hears Putin praised as decisive, as someone who gets things done, as in “the guy said what he was going to do, and then he did it” (muzhik skazal, i muzhik sdelal).


  This ability to connect as a strong and culturally recognizable figure to working-class men (and often women) became even more useful as a contrast to the allegedly more effete cosmopolitan intelligentsia that led the 2011–12 protests. The very public prosecution of Pussy Riot soon followed, alongside the promotion of the Russian Orthodox Church as the defender of traditional conservative values. United Russia’s law against homosexual “propaganda” in opposition to the libertine morality of Western societies soon followed.25


  While the 2011–12 protests were still under way, Putin also sought to more directly exploit class (and regional) resentments to discredit the protesters. This approach became clear in the heavily publicized remarks of Igor Kholmanskikh, a foreman from the Urals tractor and tank factory Uralvagonzavod.26 As described at the beginning of this book, Kholmanskikh appeared on national television in December 2011 during one of Putin’s “direct line” call-in shows while the first protests were under way. Standing on the factory floor surrounded by his fellow workers and referring directly to the protests, Kholmanskikh stated that “if the militia . . . can’t handle it, then me and the guys [muzhiki] are ready to come out and defend stability.”


  The Kremlin played up this event considerably. As part of Putin’s reelection campaign, the plant’s roughly thirty thousand workers were mobilized: “Activities included pro-Putin webpages, participation in pro-Putin rallies, and ‘corporate voting.’”27 After his reelection to the presidency in 2012, Putin reconnected with Kholmanskikh and Uralvagonzavod workers on a “tele-bridge” broadcast where he accepted Kholmanskikh’s congratulations and thanked him and his workers for their “common victory.” While the workers were pictured on and around a tank, Putin added that Kholmanskikh and the plant’s workers had shown by their actions that they were “two levels of intellect higher” than the protesters. Their actions, he continued, showed that “the real Russian people, the Russian working man, the man of labor [chelovek truda] . . . are a head taller than any do-nothings, than any chatterbox.”28 In a widely publicized step, Putin later appointed Kholmanskikh—despite his lack of relevant credentials—as the presidential representative for the Urals Federal Region.29 For his part, Kholmanskikh, whom one pro-Kremlin pundit called “the samurai of Tagil” (Uralvagonzavod is located in Nizhnii Tagil), took to organizing events such as a roundtable discussion about “the man of labor,” where he defended his “workers’ counterrevolution.”30


  Putin apparently continued to view industrial workers as a central part of his political base as he prepared for his 2018 reelection campaign. He chose to announce his intention to run for reelection at the GAZ automobile factory in Nizhnii Novgorod, at a celebration of the plant’s eighty-fifth anniversary. In response to a question from one of the plant’s workers about his plans for the election, Putin responded, “There is probably no better place or better occasion to make such an announcement.” “Everyone in this audience, without exception, supports you,” replied a worker.31


  Employing language from the Soviet period, one might say there were “objective” reasons for Russia’s industrial and state-sector workers to support Putin’s leadership, beyond their ideological leanings or their limited worldviews (as liberal oppositionists sometimes alleged). Speaking in the broadest possible terms, as long as economic growth was sufficient, both the government and workers in “second Russia” shared an interest in maintaining the status quo. Russia’s elite could continue extracting rents, and workers could count on jobs and at least some modest increase in income. Particularly given the lack of a mechanism whereby workers and other segments of society could negotiate with the government over policy outcomes, a destabilizing political crisis was something to avoid.


  Indeed, while Kholmanskikh became a human embodiment of Putin’s working-class support, there were reasons to view this support as more conditional and transactional than one based on shared traditional values. In his original statement during the 2011 call-in show, Kholmanskikh preceded his talk of support for Putin with this remark: “Mr. Putin, you visited our plant in hard times and helped us. . . . Today, thousands of people at our plant have work, get paid for their work and have a good outlook for the future. This stability is important to us. We don’t want to return to the past.”32


  After the election, Putin not only elevated Kholmanskikh but rewarded Uralvagonzavod in concrete terms. He went to the plant in one of his very first post-election trips and announced that the government would purchase twenty-three hundred “new generation” tanks from the factory, for which it would pay the factory in advance in full. The announcement contradicted earlier Ministry of Defense statements about tank purchases, and the promised 100 percent prepayment ran counter to standard practice for defense orders, which typically require firms to take out loans.33


  By 2015, however, economic conditions at the factory had changed, and Uralvagonzavod was faced with bankruptcy.34 The plant has struggled for survival since, partly because its business model relies on the sale of railcars as well as state-ordered tanks, and in February 2016, railcar (but not tank) workers had their pay cut by one-third, and in June, three thousand workers were furloughed.35 That same year the plant was brought under the control of Rostec.


  Putin continued to visit the plant, most recently after his 2018 presidential election victory. But given the more challenging economic conditions, the positive impact of such attention from the top was clearly wearing off, as residents began to complain bitterly about their hardships. As Morozov, a welder at the plant, put it, “We’ve needed a change at the top for a long time now.”36 More troubling still were reports that by February 2019 five of the plant’s workers had committed suicide. That month, in the latest of those acts, a twenty-seven-year-old cutter had hanged himself at the plant after a meeting with managers.37 In such circumstances, it was hard to imagine how many Uralvagonzavod workers were now willing to “defend stability.”


  Indeed, while the Russian economy had recovered fairly quickly from the deep recession in 2008–9, economic growth failed to return to the levels that Russians had grown accustomed to from 1999 to 2008. By the end of 2012, growth began to stagnate, and by 2014 the country headed into another recession. The Russian leadership was faced with the challenge of seeking an alternative source of legitimacy in place of the dynamic economic growth that, outside of the 2008–9 crisis, Russians had enjoyed since Putin first came to power.


  Yet in 2014 another event directly challenged the stability that the Putin leadership sought to project. Ukraine’s Maidan uprising led to another color revolution, as the pro-Russian president of Ukraine, Viktor Yanukovych, was forced to flee the country. To this, Russia’s leadership reacted with the seizure of Crimea, the fomenting and supporting of armed separatists in Ukraine’s Donbass region, and the ramping up of nationalist rhetoric and propaganda inside Russia. This was soon followed by Western sanctions that were imposed in response to Russia’s actions in Ukraine, and then by the drop in global oil prices in mid-2014, which only deepened Russia’s economic woes.


  Thus, it would appear that Russia had moved to a militarized basis for legitimacy. Putin’s approval ratings famously shot up from roughly 60 percent to over 80 percent following its takeover of Crimea. In the words of Gleb Pavlovsky, the Ukrainian revolution led Russia’s leaders to implement a “Russian counterrevolution,” seeking to inoculate Russian society from a revolution of its own.38 According to Vladimir Ryzhkov, Putin’s “first social contract in the early and mid-2000s was based on the principle that most Russians would accept the government’s restrictions on personal freedoms and democracy as long as they received higher standards of living.” But the seizure of Crimea shifted the focus of most Russians onto another value: “returning Russia to its great-power status,” which gave Putin’s legitimacy a “second wind.”39


  During his fieldwork in Russian working-class communities, Jeremy Morris reports that his informants almost uniformly supported Russia’s seizure of Crimea. Even in Tolyatti, despite the massive downsizing at AvtoVAZ, the economic hardship did not appear to dent the strong support residents gave to Putin. Indeed, the Kremlin’s nationalist rhetoric helped shift the blame for AvtoVAZ’s mass layoffs to the company’s foreign managers. Even the leader of Edinstvo, the alternative union at AvtoVAZ (and part of MPRA), argued in 2016 that “the nationalistic, patriotic, imperial sentiments hold sway. If you’re talking about Putin, people support him,” adding that in assessing Putin, “they don’t pay attention to their own impoverished existence.”40


  This shift to a legitimacy based on restoring Russia to great-power status built upon the socially conservative and patriarchal ideology Putin had already increasingly relied on. Such was the cultural context as Putin repositioned himself yet again as a figure standing up to the West following the seizure of Crimea.


  Over time, however, it became increasingly clear that nationalism and pride in Russia’s resurgence on the global stage, as well as the emphasis on traditional paternalistic values, could not long overcome the experience of many Russians of a stagnating standard of living. In the Russian metaphor, the television—the ideology of state propaganda—began losing out to the refrigerator—the material struggles of everyday life. Moreover, that propaganda could appear patently absurd, as when Samara’s governor Merkushkin accused a woman asking about wage arrears of being tied to a foreign plot connected to the US ambassador. By the fall of 2017, Yevgenii Gontmakher argued that the slogan “Crimea is ours!” had lost its “festival-like character” and had become no more evocative than saying “Kaliningrad is ours!”41 As Smyth and Soboleva note, “Polling data suggest that the pool of reliable voters secured by symbolic politics—while cohesive—is considerably smaller than the support yielded by sustained economic growth.”42


  The All-Important “Social Sphere”


  Thus, while the shift from political legitimacy based on economic performance to one buttressed by social conservatism and assertiveness in foreign affairs produced a sharp spike in popular support, such a “rally round the flag” effect was always going to be temporary. The problem for Kremlin leaders was that while nationalist values resonated with many Russians, the core concerns of the bulk of the population lay elsewhere. Those concerns have long centered on socioeconomic issues. Denis Volkov, a sociologist and expert at the Levada Center, Russia’s leading independent polling agency, states this quite clearly: “During a quarter of a century of sociological surveying, the majority of Russians have been concerned primarily by economic issues: inflation, low wages, insufficient social payments (up to 70 percent of people), poverty, destitution, declines in the standard of living (up to 50 percent), and the risk of unemployment (up to 40 percent).”43


  This fundamental point has repeatedly been missed by Russia’s liberal opposition, whose 2011–12 protest slogans focused overwhelmingly on abstract political issues and thus failed to mobilize the rest of a seemingly complacent society. But as Volkov notes, “half of the population wants changes, although they are not the changes that the democratic community is talking about.” He added, “The majority of supporters of reform want changes in the social sphere rather than in politics.” As Sil and Chen put it, “Although public opinion surveys generally indicate a preference for some form of ‘democracy’ in the abstract, much more significant are the substantive expectations that a state, democratic or not, ought to be able to do a better job in providing such valued public goods as social order, economic stability, guaranteed welfare and a greater measure of distributive justice.”44


  If the Kremlin leadership actively promotes a politics that is culturally to the right on the political spectrum, much of Russia’s opposition promotes a future that is not only more politically liberal but economically liberal as well. Yet polling data demonstrate that a clear plurality of Russians continue to prefer a “mixed” economy of planning and market, with more of the remainder preferring a planned to a market economy. Indeed, surveys have consistently shown a social democratic if not socialist orientation as the dominant one in Russian society.45 According to the Levada Center’s Aleksei Levinson, “If we take the left to mean socialist ideas in the strictest sense . . . then these represent the most widespread views in the bulk of the population. . . . I believe that the dominant views here are without a doubt [those of] the left.”46


  There has been a surprising lack of successful political parties on the left of the spectrum in Russia, with the revealing exception of the Communist Party of the Russian Federation (CPRF). While the CPRF may have been Russia’s largest opposition party since the early 1990s, it is considered to be part of the “systemic” (and hence nonthreatening) opposition and for years suffered from the perennial and uninspiring leadership of Gennadi Zyuganov, who, rather than run unsuccessfully for the presidency for the fifth time, finally yielded his place in the March 2018 presidential elections to a younger but still uninspiring candidate. More tellingly, beginning in the mid-1990s, the CPRF began to speak of the “nation” as much or even more than “class,” so that despite being the one nominally left party of any prominence in Russia, it became vulnerable to the even more patriotic discourse of Putin, whose policies the CPFR has largely supported.47 Interestingly, when CPRF deputy Kalashnikov sharply denounced the government’s handling of AvtoVAZ, he did so largely along nationalistic grounds.


  Thus, while the promotion of conservative and nationalist values has helped provide legitimacy to Putin, it would only be a slight exaggeration to say that for Russia’s leadership, social policy represents a minefield. The notion of a welfare state (“sotsial′noe gosudarstvo”) is enshrined in Russia’s constitution, and the polling data make clear that while most Russians are not very concerned about politics, they are centrally concerned with socioeconomic issues, with clear expectations that the state is responsible for a providing a certain (if minimal) level of social welfare. As Holm-Hansen and colleagues put it, “delivering social welfare in amounts and ways in line with the population’s expectations is one of the pillars upon which the current Russian regime bases its legitimacy.”48 Moreover, there is evidence that the Russian population’s concerns for state-supplied social welfare, rather than waning as some Soviet-era vestige, increased after the 2008 crisis.49


  These concerns are directly connected to the potential for protest, as seen for example by the pensioners’ revolt over the monetization of benefits in 2005. While Russia’s leadership seeks to economize on social spending, particularly given its emphasis on fiscal conservatism, it also amends and mitigates its welfare reforms in both the planning and implementation stages to avoid the risk of destabilizing protests or steep losses in legitimacy.50 With some exceptions, the Kremlin has proven fairly adept at finding that balance and avoiding undue social disruption. Yet such concerns undoubtedly increased in 2014 when global oil prices dropped from the high level seen in the 2000s, reflecting the continued vulnerability of the Russian economy to unpredictable shifts in global commodity markets. Lower oil prices not only put a crimp in Russia’s economy; they arguably change the relations between state and society. When oil prices were high, with oil and gas revenues accounting for a substantial part of the federal budget, the Russian government could afford to use oil industry rents to help maintain regime legitimacy through the “non-intrusion pact,” where society is provided for and otherwise left alone, as long as it stays out of politics.51 When prices are low, however, the state needs society both to give up more of its dwindling income as revenue and to quietly accept a lower level of benefits. When prices remain low, the pressure to raise taxes and cut expenditures continues to build.


  Putin has repeatedly displayed his understanding of the political importance of social spending and benefits. In particular, he has viewed “budget sector” workers as a core part of his political base. During the protest wave of 2011–12, Putin issued his “May Decrees” of 2012. In one of the most prominent, he vowed to boost the salaries of health and education workers and other public employees. The pledges included such steps as raising the pay of teachers at a minimum to the average pay of their region, and doctors to double the average regional pay. Experts warned at the time that such increases could only be achieved through deficit spending, which is precisely what happened, though the debts appeared on the ledgers of regional budgets rather than the federal one. Within the first year after the May decrees, the average regional budget deficit doubled from 4 percent in 2012 to 8 percent in 2013.52 As pressure to fulfill the decrees mounted, deficit spending continued, and in some regions it reached unsustainable amounts. Kudrin and Gurvich claimed that the “sharp wage increases in certain branches of the public sector” were spreading to the entire economy, with wage increases significantly above productivity.53 Yet five years after the 2012 decrees, as Putin prepared another presidential campaign, those decrees were far from being fulfilled. Despite the growing deficits, it was becoming clear that statistics were being manipulated to make it seem as if teachers were being paid more. Survey evidence suggested that a majority of teachers reported that their pay had not grown (after taking inflation into account) and believed that they were being massively underpaid.54 Doctors were similarly disillusioned.55


  As noted in discussing public-sector protest in chapter 5, the Russian authorities were well aware that the connection between economizing on social spending and the risk of public protest was not merely hypothetical. The Kremlin had to concern itself not only with labor protests, or protests over the welfare state and inadequate social spending, but also with a host of concrete socioeconomic issues. These grew to include protests over housing renovations in Moscow, the demands of deceived investors and shareholders, protests over increases in utility rates and by those in unsustainable debt, protests over deaths from preventable building fires, against raising the pension age, and protests over toxic garbage dumps placed next to population centers. According to Russia’s Center for Social and Labor Rights, in the first quarter of 2019, while there were 39 labor protests and 11 “trade union actions,” there were 73 protests over environmental and local (gradozashchitnyi) issues and 157 over social and daily life (sotsial′no-bytovoi) concerns.56 As with all such protests, the challenge for those in power is to keep them small in scale and isolated, rather than allowing them to spread and combine in a way that threatens political legitimacy or, in the worst case, leads to an uprising of protest reminiscent of a color revolution.


  Social Problems and “National Security”


  Further evidence of the Kremlin’s concern over socioeconomic protest and its potential to lead to political destabilization comes from Russia’s reaction to the 2014 Maidan revolution, where a popular uprising led to bloodshed and the melting away of Ukraine’s security services, with President Yanukovych fleeing for a safe haven in Russia. The reaction in the Kremlin led not only to a sharp increase in nationalist rhetoric but also to attempts to inoculate the Russian population against any similar attempt at revolution, particularly through a state media campaign that emphasized the chaos in Ukraine following the country’s “fascist” and illegal “coup.” This counterrevolutionary campaign certainly had some impact. For example, when protest leaders at the AvtoVAZ automobile plant in Tolyatti began to raise political demands at one demonstration, including shouts of “Down with Putin!” and “We need a Maidan!” (nado maidan sobirat′), they were met with a response from other workers that “We don’t need any Maidan” (ne nado nam maidana).57


  Perhaps most frightening for Kremlin leaders was the inability or unwillingness of Ukraine’s security forces to stand their ground in the face of massive protests. As Russian military analyst Aleksandr Golts has argued, referring to the failed coup at the end of the Soviet period, “The experience of 1991 hangs over Putin, when Soviet paratroopers having held conversations with the KGB special forces replied that ‘no, we will not shoot’” at the population. That fear explains why the Kremlin leader created the National Guard (Rosgvardiya), which he believes will “fulfill any order.”58 The four hundred thousand–strong National Guard was explicitly created to prevent a color revolution, including one stemming from protests aimed at stopping corruption. By December 2014, a year after the start of the Maidan revolution, the new Military Doctrine of the Russian Federation argued that modern military conflicts involved the “integrated use of military force and nonmilitary political, economic, informational and other measures, implemented with extensive use of the populace’s protest potential.”59 An adviser to the National Guard expressed these concerns even more explicitly:



   The scenario for how events unfold is known from the color revolutions. The organizers get millions of people shouting “Down with the government!” to take to the streets. The authorities start to lose control. Next come sanctions and an integrated attack on the country’s economy. The armed forces don’t know what to do. All of this leads the country to collapse. This is how a modern war could unfold. The emergence of the National Guard is a response to the challenge to our society, to the threat posed by the use of so-called nonviolent resistance, which it would be more accurate to call a “color revolution.”60




  The increased fear of a color revolution clearly stemmed from the events next door in Ukraine, which the Russian leadership believed was fomented from outside. Kremlin advisers increasingly began to see the hidden hand of the West (and especially the US) promoting “regime change” through color revolutions in the post-Soviet states. In May 2014, the Russian Ministry of Defense’s third “Moscow Conference on International Security” was focused almost exclusively on the threat posed by color revolutions, with top national security officials from Russia and Belarus characterizing such revolutions as a form of hybrid warfare hatched in the West.61 As the Russian National Security Strategy, published in December 2015, stated, “The practice of overthrowing legitimate political regimes and provoking intrastate instability and conflicts is becoming increasingly widespread.” An analysis by the US Defense Intelligence Agency (DIA) noted that the 2015 document significantly expanded the sections on internal stability, economy, and culture from previous versions. The DIA noted further that the Russian strategy “identified new threats to state and public security posed by foreign nongovernmental organizations (NGOs), ‘color revolutions,’ and the use of social media to foment unrest and undermine political and social stability, reflecting Russian officials’ allegations that Western powers seek to provoke regime change in Russia.”62


  Even in the minds of Russian officials seemingly obsessed with Western interference, however, the threat of color revolution could not be simply attributed to foreign scheming. Russia’s increasing alarm about popular uprisings was also driven by concerns about the economy, specifically regarding the sudden drop in oil prices, which also occurred in 2014, the same year as the Maidan revolution. Thus, the 2015 National Security Strategy explicitly connected national defense and internal stability with the state of the economy. Of the strategy’s eight “national security priorities,” one was titled “Improving the Quality of Life of Russian Citizens”—which included the importance of reducing inequality—with another section titled “Economic Growth.” The strategy included ten “Main Indicators of the State of National Security,” four of which were economic measures: GDP per capita, inflation, unemployment, and Gini inequality.63 In essence, Russia’s national security documents lay bare the central dilemma facing the country’s political economy. On the one hand, the National Security Strategy’s section on economic growth makes clear what would be needed: “The main strategic threats to national security in the sphere of the economy are its low competitiveness, the persistence of the export/raw-materials model of development and a high level of dependence on external economic circumstances.” To this list it added such factors as a labor shortage, the extent of the shadow economy, and regional inequality.64


  Yet tackling these problems in earnest would almost certainly lead to social hardship and thereby increase the potential for socioeconomic protest; consequently Russia’s military doctrine also speaks of the threat of “the populace’s protest potential.” While Russia’s new security force, the National Guard, was ostensibly created to defend against the threat of terrorism, terrorist acts tend to come from sole actors or small groups, hardly justifying a four hundred thousand–strong paramilitary force. Yet repression and acts of violence against nonviolent protesters can backfire, as was seen in Ukraine’s Maidan revolution, when the security forces’ firing on protesters led to greater protests. This may be one reason why the ruling United Russia party has tasked its “Youth Guard” to be ready to mobilize on the streets as counter-protesters against any popular demonstrations.


  Still, a more detached and sober analysis would likely find the potential for a Russian color revolution to be fairly low. As we have noted, many of the color revolutions elsewhere have arisen over charges of widespread fraud in elections, whereas support for President Putin, and even United Russia, has been sufficiently high so that—at least so far—blatant fraud to change election outcomes (as opposed to turnout levels or victory margins) hasn’t been needed. As we have also seen, when political protests did break out over charges of electoral fraud in 2011–12, Putin succeeded in heightening social divisions between “real Russians” in the industrial and rural hinterlands and the cosmopolitan professionals in the major cities. Indeed, most color revolutions have not been directly ignited by the types of socioeconomic concerns we have examined in this book, though that began to change in 2020 in Belarus. Still, at least since the 2005 protests over the attempted monetization of benefits, Russia’s leadership has “sought to delineate a legitimate sphere of protest over economic demands from an illegitimate sphere of attempts to politicize the situation.”65 This has led to a sharp discursive divide in Russia between socioeconomic protests on the one hand and political protests on the other.66 Yet for those in power, the real danger is that this divide might be breached, with the socioeconomic demands that drive (often localized) protests in Russia’s regions leading to demands for political change. In the next chapter we examine a case of just such a breach, with Russia’s truck drivers, seemingly at the core of Putin’s political base, moving rapidly from a simple economic grievance to demands to bring down Russia’s political leadership.
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  RUSSIA’S TRUCKERS AND THE ROAD TO RADICALIZATION


  To what extent might protests over socioeconomic issues become politicized in the Russian context? To be sure, Yeltsin remained president through economic conditions much worse than what Russia has experienced since, and faced a much greater level of labor and related protest, with a much lower level of approval. Moreover, the political contexts between the strike wave in the 1990s and the labor protests in the Putin era, in the first decades of the twenty-first century, are dramatically different. Then, labor protests were closely connected to, and at times driven by, political parties and regional leaders fighting for political influence and representation in the Duma. In contrast, the participants in current labor protests often explicitly reject political interference, fearing an attempt to harness their protest for the political ambitions of others. This thinking pervades the work of Russia’s unions as well. Unions typically seek to distance their protests from overt political demands and underline their exclusively economic character. Even alternative unions, whose protests are regularly infused with the language of class struggle, nevertheless often intentionally emphasize that their demands are purely economic.


  This is a clear contrast with labor protests in the 1990s, which would often include the demand “Yeltsin, resign!” In keeping with the age-old Russian notion of the “good tsar,” today’s protesters are more likely to demand—as did many of the truckers in their initial protest in 2015—“President, help us!” (in the earlier period, a slogan of “Yeltsin, help us!” would have sounded absurd).1 The majority of Putin-era conflicts have remained focused on the local level, with protesters appealing for help and trying to attract attention to a particular problem rather than demanding more general political changes.


  On closer inspection, however, the analytical distinction between political and economic concerns appears artificial, regardless of whether that distinction is imposed by outside observers or the protesters themselves. For one, too often discussion of protest in post-Soviet authoritarian societies has centered on whether protests might lead to the downfall of a political regime, as if society faces a binary choice between stability and revolution. Authoritarian leaders must concern themselves with events that might signal to other elites or centers of opposition that those in power are not infallible. In political systems that tolerate little overt opposition, protests are certainly the types of events that can signal potential vulnerability, even if those protests are limited and in themselves pose no direct threat.


  In Russia as elsewhere, states that rely heavily on commodity exports often exert greater control over their economies. State control over the economy can become a source of authoritarian power, but it can also become a potential vulnerability. Justifiably or not, liberal capitalist economies claim a separation between the realms of public and private, political and economic; while political leaders in those societies are often blamed (or praised) for overall economic conditions, they are much less likely to be called on to solve specific economic grievances. In more authoritarian settings with greater state control over the economy, particularly those with a more personalistic leadership (as with Putin), that leader might successfully swoop in to play the role of savior during a local economic crisis. Yet a leader who fails to play that role, or does so unsuccessfully, can quickly be viewed as the source of the problem rather than its salvation. In Goodwin’s comprehensive account, social revolutions occur when significant sections of society come to believe that their situation is untenable and that a personalistic leader has gained such control over their daily lives that the only “way out” is to remove that leader from power.2


  As noted in the first chapter, for these reasons the Kremlin has long “sought to delineate a legitimate sphere of protest over economic demands from an illegitimate sphere of attempts to politicize the situation.”3 This has contributed to a sharp “discursive divide” in Russia between socioeconomic protests on the one hand and political protests on the other.4 Yet that divide becomes blurred when considering an issue such as corruption. The Levada Center’s Denis Volkov argues that polling data make clear that most Russians want socioeconomic changes, not political ones. Yet, he adds, “corruption is worthy of special mention. About 30 percent of those polled regard it as an acute social problem, making it a notable subject among secondary issues. High-profile corruption scandals, however, attract the attention of a far greater proportion of the population.”5


  The opposition leader Alexei Navalny has well understood that outrage over corruption can form a potent bridge connecting economic concerns to political demands. For example, the fifty-minute video produced by Navalny and his associates titled Don’t Call Him “Dimon,” which provided extensive documentation of the vast wealth accumulated by Prime Minister Medvedev, was a brilliant strategy, and the video inspired dramatic protests in a large number of cities and towns in March and June 2017.6


  From the view of the political leadership, exposing the illicit wealth of government officials is deeply troubling. It raises the question about how firmly even top leaders control their personal assets in a political system where corruption is systemic and political power is the ultimate determinant of one’s right to property. After the Maidan revolution, not only was Ukrainian president Yanukovych chased from office, but he lost control of his wealth as well. Hence the Kremlin’s deep fear of a color revolution: as Yanukovych’s fate makes clear, whatever vast holdings Russian leaders and their moneyed associates currently enjoy, a fall from the political heights can mean losing wealth as well as power.


  Moreover, charges of ill-gotten wealth take on greater weight in the popular imagination when people are struggling to meet their basic needs. While the Putin leadership survived the 2011–12 protest wave, Russia’s economy was then still enjoying significant economic growth. Since then, following lower oil prices and economic sanctions, economic growth has slowed considerably, and real wages have remained stagnant or worse. Moreover, while the 2011–12 protests focused on often abstract political demands, Navalny, though overtly political, cleverly plays on sentiments of social injustice during challenging economic times. For instance, while Putin finally fulfilled his long-standing promise of raising the minimum wage to subsistence levels, Navalny called for a rise in the minimum wage to 25,000 rubles per month, more than twice the current level. As a journalist described one of Navalny’s speeches, he “spoke about the contrast between government elites’ luxurious lifestyles and the region’s sagging wages; about rising utility fees, despite falling energy prices; about the pitiful state of the roads.”7


  Navalny’s actions have demonstrated the potential for political demands to take on an economic dimension, to widen their attraction and add to their potency. This would certainly be one plausible reason why Navalny was targeted with poisoning by means of the nerve agent Novichok. Yet a rather different example—that of Russia’s truck drivers—illustrates how very limited economic grievances can become rapidly politicized, and its participants radicalized in the process. While Navalny has long and openly positioned himself as part of Russia’s political opposition, prior to their protest Russia’s mostly male and working-class truckers would have been considered (quite likely even by themselves) as part of a pro-Putin “silent majority.” Such a dramatic turnaround would likely make their example truly alarming for those in power.8 Thus, their path to radicalization is worth exploring in detail.


  In an illustration of just how rapidly the truckers’ demands changed, one in-depth study sought to explain the “failed politicization” of the Russian truckers’ movement, arguing that the “rigid divide between economic and political protest” in Russia prevented the truckers from “real politicization and radicalization.”9 Yet when viewed over a slightly longer period, the case of Russia’s truckers proves precisely the opposite.


  The conflict began over a simple tax issue. On November 2015 the Russian government announced a new road tax on load-bearing tractor-trailers, in order, it was argued, to help pay for the wear and tear heavy loads placed on Russia’s highways. Through a system called “Platon” (from the Russian oplata za tonnu, or pay per ton), trucks weighing over twelve tons would be charged four rubles per kilometer, with the charges incurred through a satellite-based tracking device.10


  The fee charged might seem small, but many truckers argued that they were barely breaking even and were already paying both a transport tax and a fuel tax. Moreover, many of Russia’s truck drivers are independent owner-operators: Russia’s approximately 1.9 million trucks are owned by 1.14 million individuals and companies.11 In that sense, most Russian truckers are small businessmen, albeit ones surviving on very small margins.


  Shortly after the tax was announced, Alexander Kotov, the head of the Interregional Trade Union of Professional Drivers (MPVP), called (in a YouTube video) for truckers to drive to Moscow to demand negotiations with the government. Seeking to broaden the appeal of the truckers’ demands, he argued that since the costs would be passed on to consumers, “Platon doesn’t only rob truck drivers, it robs the whole population of the Russian Federation.”12 Soon, truckers in forty-three of Russia’s eighty-five regions and more than seventy cities took to the streets in various forms of protest. In some cases they drove in “snail” convoys at less than ten miles per hour, while in others they blockaded highways altogether. The protests persisted through December 2015, with truckers in some regions refusing to drive in January.


  As with the spontaneous protests that followed the government’s attempt to monetize benefits in 2005, “the intensity of protests caught the political system completely off guard.”13 By late December, 78 percent of the Russian population stated they were aware of the protests, and in another poll 63 percent said they supported it (with 70 percent of Muscovites in support).14


  Moreover, in contrast to the “middle-class” protesters of 2011–12, Russia’s truck drivers could hardly be “framed as isolated from ‘the people’ and their everyday concerns.”15 This led some more excitable commentators, including those from Russia’s liberal opposition, to argue that the truckers’ protest might be the beginning of the end for the Putin regime. The former oligarch and Putin opponent Mikhail Khodorkovskii claimed that the truck drivers’ protests signaled “an inevitable revolution” in Russia.16 Paul Gregory, a long-term observer of the Russian economy, asked whether Putin had “met his match” in the country’s truckers, speculating that “apolitical Russian long-distance truck drivers can set off a Russian Spring, just as a small Tunisian merchant set off the Arab Spring, in response to public revulsion over corruption and mismanagement.”17


  Yet not long afterward, one Russian following the protests noted that on social networks many leftists and liberals “were disappointed the truckers were not organizing a revolution.”18 With hindsight, it appears far-fetched indeed to expect that truck drivers concerned about a road tax would suddenly become revolutionaries. This was hardly the first time that Russia’s liberal opposition had projected its hopes for a political revolution onto the latest socioeconomic protest. However, the conclusion that within a few months various interventions by outsiders and decisions by the truckers themselves had “prevented radicalization and rendered the protests largely toothless” also proved unfounded.19


  To be certain, the authorities were quick to try to quell the protest. Drivers in front of the “snail columns” were arrested. According to one driver, truckers were pulled over and compelled to sign “a statement saying ‘I refuse to take part in the protest action and the law has been explained to me.’”20 The Duma quickly passed a law restricting driving in convoys (avtoprobegi). Jardar Østbø reported that “law enforcement had warned that if there were any political slogans, the protesters would be detained.”21 Yet, as is their standard practice, the authorities held out carrots as well as wielded sticks: the fines for failing to pay the tax were lowered substantially, a transport tax deduction was offered, and the tax itself was lowered by more than 50 percent, at least temporarily.


  The truckers were hardly mollified. When they called for a nationwide strike in March 2016, months after their initial protest, they issued a set of demands: an end to the Platon toll system and punishment for those responsible for implementing it; an end to fees for major repairs for apartment buildings and a two-year halt to increases on utility rates; and a reinstatement of discounted public transport for pensioners and the disabled. Whereas earlier the truckers were trying to broaden their appeal by arguing that a tax on truckers would increase prices for all consumers, now the truckers were clearly trying to draw support from other disaffected groups. As Viktoriia Lomasko recounted their rationale, “These are basic demands, because they affect everyone. Everyone gets old, and everyone has parents.”22 Still, these demands clearly remained socioeconomic rather than political in nature.


  Much of the subsequent discussion of the truckers centered on this very question. Some observers noted that one of the most prominent demands from the December 2015 protests was “President, Help Us!” Others argued that the road tax was seen by truckers as a violation of Putin’s implicit “non-intrusion pact.” As one protest placard stated, “Let people work in peace!”23 Anotoly, a truck driver from St. Petersburg, put it this way: “I have two loans, the apartment is mortgaged, and three kids. I am not interested in politics: let me work!!!”24


  Yet the line dividing economic from political demands was far from clearly drawn. For one, the truckers were well aware of credible charges of corruption surrounding the Platon tax system. The company operating the system, which received 20 percent of all the funds collected, was half-owned by Igor′ Rotenberg, the son of Arkady Rotenberg, a former judo partner and now billionaire friend of Vladimir Putin.25 Within a month of their protest, drivers were placing signs on the back of their trucks announcing “Remember, Rotenberg: the tire iron is under the seat,” with other placards proclaiming “we want to feed our wives and children, not the oligarchs.” Believing that the central media was ignoring their protests—an important spur to their subsequent radicalization—the truckers also deployed signs depicting Russia’s three main TV networks as the see-no-evil, hear-no-evil, speak-no-evil monkeys.26


  In the first months after the initial protest, representatives of various parties in the systemic and nonsystemic opposition (including CPRF, Kommunisty Rossii, Yabloko, and Alexei Navalny), along with other political actors, worked hard to unite with the protests, offering assistance and organizational support. The truckers, however, deliberately maintained a nonpolitical stance. According to Lomasko, who spent considerable time with the truckers in their encampment in Khimki on the outskirts of Moscow, the truckers would tell everyone who visited that they were not involved in politics. As one put it at the time, “You have to have the knack of politics to make political demands.”27


  But sharp divisions soon appeared among the truckers regarding political demands and alliances. By late March 2016, observers were reporting a “schism” between the leaders of the protests, with some urging to keep political parties at arm’s length, while others made their political demands explicit. According to Østbø, the “orthodox” wing of the movement was led by Andrei Bazhutin, who in seeking to build an independent union without the influence of political parties was seen as pursuing an “apolitical” strategy, “keeping the organization on the ‘correct’ side of the economic/political discursive divide.”28 Meanwhile, the “politicizers” among the truckers included Yurii Bubnov, who stated, “My main demand is the resignation of the government. And then . . . to initiate a procedure towards impeachment of the president for failing to prevent violations of the Constitution.”29 Even earlier, at a meeting with the Presidential Council for Human Rights and Civil Society in December, trucker Igor Pasynkov fumed that “a vertical, feudal decision-making process in the context of capitalist production will, at best, result in a peaceful and almost bloodless storming of the Bastille, or, at worst, to a prolonged Hundred Years’ War.”30


  Such differences continued by early April 2016, when a rally in Moscow against the Platon system featured the political parties PARNAS, Democratic Choice, Yabloko, and the Communist Party. The truckers in the Khimki encampment and their allies in various regions had met via Skype and voted against taking part in the rally. They argued that the organizers of the rally were not themselves truckers and therefore couldn’t fully understand their problems. They were also wary of “march[ing] under any flags.” As Lomasko reports the truckers’ thinking, making a distinction between “the people” and political parties, “it was crucial ordinary people trusted them, but ordinary people no longer trusted any of the parties.”31 Yet about a dozen truckers from Vologda decided to drive into Moscow for the rally, where the slogans quickly turned political. As Yevgeny, a Vologda driver, put it, “They are right to say, ‘Down with Putin!’ It was he and his cronies who dreamed up Platon.” He added, “You have to take advantage of every conflict. We’re not ashamed of ourselves. We didn’t lie home in bed.” While the truckers in the Khimki camp were not happy with the drivers from Vologda for attending, one of the latter argued, “Politics and life are dirty. What, do you want to be squeaky clean? What difference does it make whom we unite with? What matters is they’re also opposed to Platon.”32


  One reason the Khimki drivers sought to avoid political entanglements was that they wanted to create their own organization first. A truckers’ trade union existed already. Kotov, the head of the MPVP, had spearheaded the initial protest through his YouTube appeal. But before long Kotov appeared to be trying to dampen the protests. He had earlier led his union’s column at an “anti-Maidan” and pro-Kremlin demonstration.33 At the very beginning of the Khimki encampment, as Mikhail Kurbatov, a driver from Nizhny Novgorod, recalled, “When Kotov noticed how few of us had showed up, he said: ‘Let’s call it a day and just go home.’ The response was: ‘No, we won’t back out. We are here, we’ll stay here and we’ll carry on.’ That was the moment when Andrei Bazhutin said: ‘You’re destroying the protest, look how many people support you!’ The leader we all had been counting on just wimped out.”34


  Unhappy with the existing union, the drivers sought to organize their own but faced the technical hurdle that many of them were both workers and employers at the same time; therefore, rather than calling it a “union,” they chose to form an “association of carriers.” Yet organizing proved difficult. “In the early days, we pushed everyone away and were suspicious of each other. We didn’t know each other then,” Sergei Vladimirov, a trucker at the Khimki camp, would remember.35 Kurbatov explained, “We were perfect strangers [yet] everybody was outraged and ready to stand their ground.” He added, “We realized we needed an organization. But we were total rookies, nobody had any hands-on experience in public activism.”36


  On April 30, 2016, about four months after the start of their protests, the truckers held the founding congress of the Association of Russian Carriers (Ob′edinenie perevozchikov Rossii, or OPR) at the Lenin State Farm in the Moscow region. By their count, about three hundred drivers from thirty-one regions attended the congress. A majority elected Bazhutin chair of the OPR.37 According to Bazhutin, “in the early days, chaos reigned, but the guys are like soldiers now.” Stressing their desire to gain media attention for their cause, he added, “We have figured out what ‘newsworthy’ means and how to give interviews.”38


  While the decision to create an organization to press their demands may have appeared to some as orthodox and apolitical, the truckers were already heading down the road of radicalization. As we have seen, one reason the truckers avoided political alliances was their distrust of political parties (one shared, they argued, with much of the public). But another was the class divide between Russia’s intelligentsia and its working class.


  The journalist and commentator Arkady Babchenko noted, on the blog of opposition leader Garry Kasparov, that with every socioeconomic protest in Russia, whether it comes from truckers or miners on hunger strike over unpaid wages, liberal intellectuals tend to ask whether it will lead to a revolution.39 The problem, Babchenko complained, was that Russian liberals “do not comprehend their own people.” This was certainly a fair point, as there has long been a clear cultural as well as class divide between Russian intellectuals and “their own people,” not least the working class. Yet Babchenko goes further, asking, “When will you finally understand, my dear caring idealistic liberal friends?” adding that that there will be no revolution, because “the people” care only about small localized problems like trucker taxes and garbage dumps, and otherwise support Putin wholeheartedly. Instead of revolution, Babchenko argues, “here there will be only uprisings [bunt].” To make his point clear, he adds, “The uprisings of naked asses [golikh zh**].”40


  While such language might seem patronizing in the extreme, when Tamara Eidelman, herself a prominent member of the liberal intelligentsia, decided to go to the Khimki camp and offer some lectures on civil disobedience, she recounted that “my acquaintances tried to scare me by saying the truckers were zombies.”41 Her friends told her, “They won’t understand a thing.” “They support Putin and won’t give you the time of day.” They advised her that she had better expand her vocabulary, since the truckers’ language was full of curse words.42 She herself was persuaded. “I pictured burly men who yawned as they listened to my arguments and might even, for all I knew, shout, ‘Why are we listening to this? We are not interested.’”43 But, as it turned out, “I looked around and could see they really were interested. I saw I was surrounded not by ferocious wild men, but by attentive listeners with intelligent faces.” Together they discussed the protest tactics of Gandhi. Reacting to a lesson on the bus boycotts organized by Martin Luther King Jr., they responded, “That’s great! They hit them in their wallets!” As Eidelman recounted, “The questions rained down one after the other. Of course they mainly boiled down to the famous ‘What is to be done?’”44 Thus, while many truckers initially sought to maintain a divide between economic and explicitly political demands, they remained open to escalation regarding tactics.


  In fact, the truckers soon escalated their demands as well as their tactics, and with time those demands became political indeed. The truckers’ radicalization was prompted in part by meeting with other individuals and groups protesting various issues. By late March 2016, some of the truckers joined the march commemorating the assassination of opposition leader Boris Nemtsov. According to one, “When they said we were a ‘fifth column,’ we realized how easy it was to throw mud at anyone.” Added another, “Killing a man in Red Square is a brazen thing to do.” Earlier the truckers had supported Muscovites who were seeking to protect the Torfyanka park from the development of a new church, and came to the aid of protesters there who were being physically attacked by religious activists.45


  The sense that their demands were being ignored by the authorities contributed further to the escalation of those demands. Repression by the authorities was effective in dispersing many of the truckers (as was the indebtedness they incurred while not working, and the strain on their families while the truckers were away from home). Yet repression also emboldened a number of those who remained. This was clearly the case for Bazhutin, who was not only first arrested in 2015 during the initial protests, but was also threatened with having his children taken away by state authorities.46 He claimed he had been arrested a dozen times, had been fined 60,000 rubles, threatened with the loss of his apartment, and at various times deprived of his driver’s license (and thus his means of income).47 As he put it, “Over the last two years I have lived through things I couldn’t have imagined before.”48


  By March 2017, when the government did not meet their demands, and the road tariff increased, the truckers escalated their protest with an “all-Russian strike.” According to the OPR at least, more than half a million truck drivers joined in, with major protests taking place in Dagestan, where almost 100 percent of the truckers refused to drive. They also claimed their protest lasted from March 27 to mid-June 2017.49 Whatever the scale, given the presence of the OPR, the March 2017 protest was much better organized than the initial largely spontaneous protest of November–December 2015.


  Moreover, the truckers’ demands had become explicitly political within a short period of time. During their initial protest in December 2015, the most political demand was for the resignation of the minister of transportation. Yet by March 2017, just over a year later, in addition to their economic demands, the truckers called for “the resignation of the government and no-confidence in the president.” Further still, the truckers adopted language from Navalny’s anticorruption protests that had coincidentally begun at the same time, targeting (as did the Navalny protests) Prime Minister Medvedev by name. By the time of demonstrations on May 1 in Moscow and St. Petersburg, political demands dominated the truckers’ placards and slogans, second only to the total cancellation of Platon.50 Thirty truckers were among the 825 individuals arrested in Moscow during the Navalny-inspired anticorruption protests on June 12, 2017, and truckers participated in protests in at least eight other cities on that day.51 As one OPR leader in Chelyabinsk put it, in an echo of Navalny’s claims about the corruption of Medvedev and other leaders, it wasn’t trucks but yachts that were destroying Russia’s roads.52 As the protests continued to be met by repression as well as silence from government officials and state media, the politicization deepened. Whereas the March 26 strike announcement sandwiched the demand for the resignation of the government and no-confidence in the president between economic demands (it was number four out of six demands), by July that demand was moved to number one, and on the OPR website was printed in boldface type.53


  In another dramatic step away from the truckers’ plea for help from Putin, on June 23, 2017, Bazhutin, leader of the OPR, announced his intention to run for president in 2018.54 While his candidacy was quixotic and was clearly intended to draw attention to the truckers’ cause, this was a fundamental transformation for a leader who had recently been described as “apolitical” and as seeking to keep the truckers “on the ‘correct’ side of the economic/political discursive divide.”55 In explaining why he decided to run, Bazhutin claimed that “all the other prospective candidates are professional politicians.” He added, “They’re divorced from real life. While I come right from the working environment, for me it’s quite easy to find common language in any labor collective.”56 He claimed his support came not only from truckers but from other disaffected groups, such as small entrepreneurs, the Housing Justice movement protesting apartment demolitions, from foreign-currency debtors, taxi drivers, deceived shareholders, “and other associations of people who [have] suffered injustice at the hands of the government.”57


  In the end, Bazhutin did not succeed becoming an official candidate. As his campaign unfolded, OPR, the truckers’ association he headed and counted on to support his candidacy, was declared a “foreign agent.”58 The charge resulted not only in a stigma but also a fine, and it restricted the group from providing the necessary support for his candidacy. Later that month Bazhutin was arrested and detained for fifteen days, for driving the family car without a license, which he had been deprived of for participating in protests the past March. He claimed the authorities were waiting for a pretext, as bailiffs had visited his home that morning, and interior ministry police had been stationed outside. Upon his release he was detained again, this time on charges stemming from a protest the previous April. Unable to gather the necessary signatures, he decided to abandon his candidacy.59


  While Bazhutin’s candidacy might appear self-serving, and his radicalization exceptional, other truckers described a similar transformation. Aleksei Borisov, a leader of the OPR branch in Ryazn, explained,



   When the tax was announced, many of us went to Moscow in search of the truth. We didn’t think about politics, we simply wanted to explain to Putin that we would not be able to work, that we would go bankrupt. We sincerely believed that he didn’t know about it, and somehow we would tell him and somehow he would understand and. . . . It seems funny now, but that’s what I believed. Journalists and volunteers, friends and family, sympathizers and people who had yet to make up their minds came to visit us. But no one from the government would talk with us. The majority of the information from the mass media was either nonexistent or unreliable. We spent four and half months in that camp. . . . Much became clear. I turned off the television and saw the light.60




  Explaining Radicalization


  By itself, the truckers’ protest hardly represented a direct threat to the Russian leadership. True, the truckers’ organization OPR claims to have ten thousand members and chapters in sixty-six cities, as far away as Chita and Yakutia, each with an official “coordinator” whose name, picture, and contact information is listed on the OPR website.61 The truckers’ protest actions continued, such as a December 2017 strike timed to coincide with Arkady Rotenberg’s birthday.62


  Still, while such protests by the truckers have been reported widely in the regional and opposition press, they continued to be ignored by Russia’s central media.63 Although repression has emboldened some truckers, many others, already struggling to provide for themselves and their families, were deterred. A number rebelled silently as individuals, by seeking to thwart the Platon tracking system, rather than risk the consequences of collective action.


  While in the end the truckers’ movement portended no direct threat, let alone a revolution, their example illustrates a number of significant challenges for Russia’s political leaders. For one, their protest illustrates the limits of what Petrov, Lipman, and Hale have called the “non-intrusion pact,” in which society is provided for and otherwise left alone, as long as it stays out of politics.64 The truckers’ protest was not a typical labor conflict, where workers in a single workplace or company protest over the conditions of their work. Indeed, as owner-operators, the independent truckers look less like workers than small businessmen, though ones struggling at the margins. As analyst Dmitrii Oreshkin has argued, the truckers’ protest can best be seen as a taxpayers’ revolt.65 Should oil prices remain down from their historic highs of the 2000s, however, and the Putin leadership remain committed to macroeconomic stability, similar tax increases may prove impossible to avoid.


  Second and relatedly, the truckers’ case provides a perfect illustration of Tilly’s concept of “catness”: the potential for individuals to become mobilized collectively because they belong to a single category.66 Before the imposition of the tax, the truckers were isolated and spread throughout Russia’s far-flung regions—“perfect strangers,” as one of them put it—with little ability or inclination to act collectively. That quickly changed, however, when the government imposed a new tax on them as a group.


  The ability of the truckers to sustain collective action was stymied initially by Tilly’s other element for successful mobilization, that of “netness,” or networks and organization. The existing trade union for truck drivers (MPVP), rather than assisting in mobilization, instead proved to be a “mediating spoiler,” in keeping with Russia’s dominant (and often co-opted) trade union movement.67 Yet within a few months of their initial mobilization, the truckers formed their own organization, despite considerable obstacles.


  The truckers’ example reveals the limitations of imposing sharp analytical divides between social and economic demands on the one hand and political demands on the other. What had appeared to be the “failed politicization” of the truckers’ movement soon turned out to be anything but. To be sure, while there is often a divide in Russia between socioeconomic and political protest demands, the reasons behind that division are more complex than is commonly assumed. One reason, which the truckers themselves acknowledge, is reflexive support for Putin, especially among the working class, as exemplified in the slogan “President, help us!”—only a slight variation of the much older Russian phrase, “If only the tsar knew!”


  Yet another explanation for the divide in demands is that the authorities have made clear, to the truckers and others, that social and economic protests are in some sense legitimate, while political protests are not, and that the latter would be dealt with harshly. Thus, when protesters themselves insist their demands are not political, it may reflect less the intensity of their concerns and more the desire to appear more legitimate, to obtain redress from the authorities, and to avoid repression. Consequently the truckers initially sought to gain support for their demands not by making them political but by claiming the road tax would lead to price hikes, and then by adding demands against utility rate hikes and in support of pensioners. Nevertheless, even when the truckers explicitly rejected political demands, the economic-political distinction became blurred, as when one of their early protest placards threatened oligarch (and Putin ally) Rotenberg with a crowbar.


  In an illiberal regime where the state looms large over the economic as well as the political sphere, socioeconomic protests are often politicized by their very nature. This is certainly the case in Russia, since, at a minimum, social or economic demands almost always entail an appeal to authorities for redress. Moreover, Russia’s political leadership—embodied in Putin himself—often claims to be the ultimate protector and savior of the population. Yet further politicization becomes a distinct possibility when workers come to believe that government officials are unable or unwilling to address their demands.68 Thus the flip side of the belief in the “good tsar” is discovering (as Russian workers over a century ago did in the wake of the Bloody Sunday protest of 1905) that the top leader does indeed know of their distress and is choosing to respond with silence or worse.


  Much theoretical and comparative work on social movements suggests that such realizations become more likely once workers and others have mobilized and begin to act collectively.69 Having broken out of their isolation, they are now able to discuss Russia’s “accursed questions”: Who is to blame, and what is to be done?


  Yet even as the truckers began to ask those questions and became radicalized in the process, they continued for some time to disavow politics. But they did so not out of lack of interest, or because they revered Putin and viewed Russia’s political system as legitimate. On the contrary, a major reason for disavowing an explicitly political strategy was that they distrusted the political process. When asked toward the end of 2017 if the OPR was “ready to go political as an organization,” driver Kurbatov replied that the organization’s “underlying principle excludes support for any political party. We distance ourselves from any joint actions.” He explained:



   All these political organizations are horses of the same color. You bet on a chestnut horse, I bet on a black one—it doesn’t matter, because it [is] still the horse owner who gets the profit. Political parties in Russia are not meant to articulate somebody’s problems, they are a means to blow off steam. If you find yourself in trouble, you go and seek comfort with your Mom, because you know you’ll get a pat on the back, while your Dad will just say: “You had that coming.” You get your pat, you feel good, but that’s it. The problem is still there. Political parties offer the same “pats on the back” intended to make you feel okay so you can get it out of your system. But they never solve problems.70




  While political parties were to be avoided because they were ineffective, the same thinking did not extend to like-minded social movements. According to Kurbatov, “Yes, we do collaborate with grassroots movements.” He mentioned the Khimki truckers coming to the aid of the defenders of the Torfyanka and Dubki city parks in Moscow, and the Housing Justice movement (Narodnym dvizheniem za zhil′e).



   We helped the Kuban farmers who had planned a march on Moscow. They contacted us and asked for help, we dispatched some truckers to Rostov-on-Don to work out a joint strategy. But everyone got busted by the police not far from Rostov. I went there and we spent two weeks in Rostov trying to get everybody out of jail. We tried reaching out to the Gukovo coalminers near Rostov [who were protesting long-standing wage arrears] but they seem to avoid us like the plague. They are so full with “Putin, help us!” crap, still believe that the President is kept in the dark and will come to their aid as soon as he learns the truth. They turned out to be not ready for direct action.71




  Although working with social movements that have economic grievances, while avoiding political entanglements, may in some literal sense maintain a distinction between economic and political protests, as Kurbatov explained, the line was clearly blurred. “We’re open to anybody who supports freedom, equality and justice—we’re going in their direction. Our motto is ‘The enemy of my enemy is my friend.’”72


  The truckers did not pose a direct threat to the Putin regime. This is true for a variety of reasons, not least the continued repressive power of the Russian state. Nevertheless, the case of Russia’s truckers is undoubtedly troubling for those in power: the imposition of a simple tax spurred a movement of “perfect strangers” from Chita to Dagestan, who within two years went from pleading “President, help us” to calling for no-confidence in Putin and advancing a candidate from their ranks to unseat him. The issue of a tax increase illustrates how fiscal pressures can create painful tradeoffs in social policy. This point is crucial, because a drop in oil prices not only puts a crimp in Russia’s economy; it arguably changes the very relations between state and society. When oil prices were high, with oil and gas revenues accounting for a substantial part of the federal budget, the Russian government could afford to use oil industry “rents” to help maintain regime legitimacy without overly extracting taxes from the general population. When oil prices drop, however, the state needs society either to give up more of its dwindling income as revenue or to quietly accept a lower level of benefits, or both. Should oil prices remain low and the government’s reserve funds become drained, the need to raise taxes and cut expenditures will grow, a process that has been proven to generate significant social protest. As we have just seen, such protests can become quickly politicized. While the truckers were never going to lead a color revolution by themselves, their example serves as a flashing warning light to any further attempts to impose austerity, increase revenue, or cut subsidies and benefits.




  9


  


  HOW DIFFERENT IS RUSSIA? THE COMPARATIVE CONTEXT


  In placing Russia in comparative context, this chapter will first take a brief look at company towns and deindustrialization elsewhere, finding considerable differences between Russia and the countries of advanced capitalism, yet noting a similar political backlash between global cities and lagging regions. I examine the challenges other middle-income countries have faced between balancing the need for economic growth and integration into the global economy with preventing destabilizing social and political unrest. I then turn to the postcommunist cases of east central Europe, exploring how the communist legacy has hindered labor and the political left and facilitated the rise of right-wing nationalism, even as migration within the EU provides a partial outlet. Finally, I explore illustrative post-Soviet cases, especially Ukraine and Belarus, as well as China. There are deep parallels between the labor regimes in Russia, Ukraine, and Belarus. In Ukraine, deindustrialization coincided with even greater economic decline, resulting in protest and revolution. In Belarus, deindustrialization and mass privatization were largely avoided, but economic grievances, combined with a dictator clinging to office, led workers to deploy their symbolic power in an attempt to bring down that dictator. In contrast, massive deindustrialization in China led to widespread protest with little sign of political instability, occurring as it did alongside almost unprecedented levels of economic growth and the creation of entirely new cities. For Russia’s leaders, the Chinese case appears as an unrealizable dream, while the Ukrainian and Belarusian scenarios represent their nightmare.


  Deindustrialization has been a daunting process throughout the advanced capitalist economies in recent decades, and the difficulties of “rust belt” cities are well known. The process started in 1970s in advanced capitalism, if not before.1 In contrast, Russia passed through a different phase of industrial development and deindustrialization, industrializing much later and “catching up” in the Soviet period, guided by the much heavier hand of the state.2


  The differences become clear when comparing company towns in advanced capitalist societies and Russia. There were large numbers of company towns in the United States, for instance, though most arose in the earlier phase of industrialization in the late nineteenth and early twentieth century.3 Company towns existed in the pre-Soviet period as well, such as Iuzovka (later named Stalino and then Donetsk in post-Soviet Ukraine).4 Yet as we have seen, the vast majority of Russian monotowns were created with Soviet industrialization starting in the 1930s, and one of the newest monotowns—Tolyatti—was first established as late as the 1960s. Moreover, while almost all the company towns in the US (as in other in advanced countries) underwent a long period of decline and were abandoned or absorbed into other agglomerations some time ago, Russia’s monotowns, while far from homogeneous, have survived into the twenty-first century.5 Likewise, in Russia deindustrialization was largely held at bay until the 1990s, when the process began with a jolt. In short, Russia’s experience with industrial transformation has been out of sync in world-historical time, making the integration into the global capitalist economy—starting at the last decade of the twentieth century—all the more difficult.


  The differences with Russia include space as well as time. For example, the World Bank suggests that Pittsburgh and Glasgow provide positive lessons for Russia’s urban reinvention, and Germany’s Ruhr region is held by some to be the most successful case of postindustrial transformation.6 Yet Pittsburgh, Glasgow, and the Ruhr are large urban agglomerations that do not suffer from the geographic isolation and inhospitable climates of many of Russia’s industrial towns, nor were they to the same degree dependent on a single industry—or in some cases a single enterprise—as are many of Russia’s monotowns. The largest company towns, in both the US and Russia, were steel towns: Gary, Indiana, and Magnitogorsk respectively. Gary, however, was built on the outskirts of Chicago, then America’s second-largest city, whereas Magnitogorsk was sparsely inhabited. While as of this writing Magnitogorsk is faring well, given current steel prices and a devalued ruble, other Russian monotowns and industrial centers struggle with unprofitability and geographic isolation.


  Further still, as we have noted throughout, deindustrialization in Russia has been carried out in a dramatically different fashion from deindustrialization in the advanced capitalist world: much less through plant closures (especially of large enterprises) and unemployment, but rather through low and very flexible wages and attrition.7 Industrial employment has declined significantly, but not as much as in some other comparable cases (see figure 2.2). Thus, so far Russia has relied on workforce atrophy and individual worker exit, which, while reducing employment levels, have kept inefficient enterprises open without providing meaningful alternatives.


  And yet, industrial transformation is hardly an isolated economic phenomenon: even with the significant different deindustrialization experiences between Russia and the West, the class and regional divisions—and the politics they generate—are strikingly similar. The votes for Brexit and Donald Trump, as well as the rise of right-wing populist figures and parties in western Europe, forced the mainstream political elites in those countries to confront, in the most literal sense, the very different worlds the professional classes and the working classes inhabit, as urban centers connected to the global economy thrived, while seething resentments grew in many rural and rust belt communities.8


  German sociologist Wolfgang Streeck, reflecting on the causes behind what he terms “Trumpism,” argued that “among the structural cracks in contemporary societies in which Trumpism flourishes is a rapidly growing cleavage between cities and their deindustrialized, more or less rural, hinterland. Cities are the growth pole of postindustrial societies. They are international, cosmopolitan, and politically pro-immigration, in part because their success in global competition depends on their ability to attract talent from all over the world.”9


  Much has been made about the phenomenon of postcommunist nostalgia, as at least certain segments of those societies look back wistfully on the sureties of the communist past.10 Yet it is worth speculating whether this nostalgia is truly “postcommunist” as opposed to “postindustrial.” Scholars of deindustrialization elsewhere note significant nostalgia in working-class communities that struggle with, among other things, trying to maintain relationships that are torn apart by economic decline. Though levels of interregional migration tend to be much higher in the US and western Europe than in Russia, one finds attachment to place in areas of industrial decline—places of “devastation” that are still “home”—there as well.11 While politicians might seek to play to these sentiments, by promising, for example, to make their country great again, in these communities, as in the postcommunist cases, the nostalgia is typically more ambivalent than rose-colored.12


  Yet given Russia’s significant differences with the advanced capitalist world, perhaps the more apt comparisons lie elsewhere. As noted in chapter 1, Russia is an anomaly among its BRIC counterparts, in that while it has been an “emerging market,” its challenge is not industrializing but deindustrializing.13 Still, Russia in many ways is a normal country, in the sense that it shares middle-income status with many other countries in the world, along with many of the same challenges: low productivity and low wages, and high levels of informality and inequality.14 Middle-income status and high levels of inequality are often closely correlated with clientelism, populism, and “hybrid” political regimes. As we have noted, liberal economists and others have argued for a path out of the middle-income trap: investing in human capital and core urban centers as a means to increase productivity. Yet the challenge is not simply technocratic, but one that entails forming a political “growth coalition” that can disrupt existing political arrangements and modes of legitimation. Hybrid regimes are particularly vulnerable to protests stemming from unpopular social policies as well as economic crises and declining standards of living. Thus, as in Russia, governments in many middle-income countries face the challenge of balancing the need for economic growth and strategic integration into the global economy with preventing destabilizing social and political unrest.


  Still, one might argue that in eastern Europe at least—those countries that share the postcommunist legacy with Russia—the destabilizing backlash that was expected to arise with the end of communism and the rapid adoption of capitalism did not take place, at least not initially.15 Especially in the early postcommunist period, with the communist experience largely framed as one imposed by Soviet occupation, ideologies from the left of the political spectrum were tainted by the legacy of Communist Party rule, and labor unions were viewed as complicit.16 The one major union exception was Poland’s Solidarity, and yet Poland’s first postcommunist government, nominally headed by Solidarity, implemented what became known as “shock therapy.”17


  With labor and other segments of society in disarray, yet with an overall popular yearning to become “normal” countries and join the West, the pace and scope of economic transformation in eastern Europe appeared unprecedented. As Appel and Orenstein conclude, “No world region has embraced neoliberalism as enthusiastically and persistently as post-Communist Europe. The adoption of neoliberal policies in the former Communist countries since 1989 has been unparalleled in speed and scope, far exceeding the expectations of analysts and practitioners.”18


  The enlargement of the European Union, rather than leading to a transfer of the traditional European “social model” to the east, led instead to greater divergence between new and old member states, as the new members experienced higher levels of inequality and considerably weaker unions and forms and levels of collective bargaining.19 Ten years after enlargement, there was a “hollowing and backsliding of industrial democracy” in the east, with fewer strikes from workers, though public-sector workers began to press demands, albeit less as “workers” and more as “citizens.”20 In macroeconomic terms, Poland’s transformation, for one, has been stunningly successful.21 Yet in the process a significant number of Poles were pushed into impoverishment. Much like Russians making their monotowns “habitable,” they transformed their initial degradation and helplessness into a resourcefulness that extended to scrap collecting and even basic hunting and gathering.22


  Indeed, overall discontent in the region was expressed less in collective fashion and more in the form of individual exit, such as by workers diverting into the informal economy. In striking contrast to their counterparts in Russia, workers in the new EU member states took advantage of the provision for free movement of labor to leave for work in higher-wage countries. The inflow of workers from these countries to the UK was roughly ten times greater than the British government had predicted, and the overall flow of migrants from the new member states to the old was at least twice that projected by the European Commission.23 While the migration was often seen as a “brain drain,” as the young and relatively skilled often emigrated, the result was a tightened labor market beneficial to the workers that remained.


  Low labor costs and flexible work arrangements, combined with neoliberal policies, were successful in attracting foreign investment to the east. Before long, Slovakia became the world’s largest per capita producer of automobiles. Yet the overall result was that these countries were transformed into “dependent market economies,” with crucial economic sectors, such as banking, controlled by foreign capital.24 A major consequence was instability: in surrendering significant state regulation of the economy and relying on the fickle nature of foreign investment, these countries were left vulnerable to crisis.25


  It should hardly be surprising then that “the global financial crisis of 2008 shook the [postcommunist countries] to the core.”26 As Adam Tooze notes, since these countries were so highly leveraged, “all the most severe casualties of the 2008–2009 crisis are to be found among the transition economies of the former Eastern bloc.”27 Suddenly, the economic policies long pursued by these countries were viewed in a much harsher light. As Appel and Orenstein conclude, “The global financial crisis of 2008 finally created the populist reaction to neoliberalism that had long been feared.”28 This, too, should not have been surprising. While the predicted backlash from workers and other “losers” from postcommunism had failed to materialize in a substantial way for two decades, for some critics it was clear that such a backlash was looming.29 Indeed, the “patience” that labor and other social groups long exhibited appeared to end with the 2008 crisis.30


  Given the growing disparities between global cities and lagging regions, it is fairly predictable that the illiberal leaders in Poland, Hungary, and elsewhere in eastern Europe were “predominantly provincial in origin” and attracted considerable support “especially outside the globally networked metropolitan centers.”31 Yet the populist reaction in the region took a particular form. While leaders in Poland and Hungary in particular, in line with much of the far-right politics that rose up elsewhere in the 2010s, expressed strong nationalist and xenophobic views, they also took steps—not only symbolic but material as well—that acknowledged what some have referred to as the “leftist bias” in postcommunist societies. Based on their analysis of data from the World Values Survey, Pop-Eleches and Tucker find that, compared with counterparts elsewhere, citizens in postcommunist societies on average are significantly less supportive of markets and more supportive of state-provided social welfare. The authors find that this “leftist bias”—a political orientation they term “left-authoritarian”—is greater in postcommunist citizens who express less support for democracy.32 Thus, in Hungary, Victor Orbán came to power in 2010 promising an end to austerity, imposing restrictions on foreign banks and denouncing the IMF, while members of Poland’s Law and Justice Party called for an end to “dependent development” while providing support to vulnerable groups and directing aid to smaller towns and struggling regions.


  It may be true that such material support was fairly limited, perhaps amounting to “authoritarian neoliberalism,” with cultural conservatism and xenophobia meant to act as a tonic soothing the pain of more stringent economic policies.33 And without the safety valve of mass labor emigration, one wonders what the politics in the region might look like. Nevertheless, we can conclude that at the very least, in the wake of the 2008 crisis, a different legitimation strategy was needed for many countries in the region. The postcommunist countries of eastern Europe have many differences from Russia, not least their membership in the EU. Yet these countries and Russia share a paradox: a “leftist bias” in the population’s overall views of markets and welfare, accompanied by a stunning lack of those entities traditionally associated with left politics, especially effective trade unions and parties with a left orientation.


  Farther east (the Baltic states aside), the communist legacy was even more deeply ingrained in the former Soviet states. For example, in the most industrialized of the former Soviet republics—Kazakhstan, Ukraine, and Belarus, as well as Russia—the former communist “legacy” union dominated the field of labor representation. Further, all these countries wrestle with monotowns.34


  In Kazakhstan, something close to authoritarianism prevailed. This did not, however, prevent potentially destabilizing labor protests from occasionally breaking through the countries’ calm exteriors. As in Russia, in Kazakhstan labor protest is limited, with severe restrictions on the right to strike, repression of independent unions, and state support for the FTUK, the country’s “legacy union.”35 Yet in another close parallel with Russia, since the dominant union is more concerned with preserving labor peace than in defending the interests of aggrieved workers, protests, when they do break out, are often wildcat in nature, with demands that can quickly escalate. One such protest in the Kazakh oil town of Zhanaozen, in December 2011, escalated to the point that police opened fire on workers, with at least sixteen killed and another one hundred injured.36


  A number of other post-Soviet countries, where authoritarianism is less entrenched, have achieved, in Lucan Way’s characterization, “pluralism by default.”37 Moldova, Armenia, and Georgia, as three examples, must wrestle with “the specter of revolution.”38 This has certainly been true of Ukraine, which besides Russia is the most populous post-Soviet state.


  Despite Ukraine’s clear differences with Russia—the language and cultural divide; greater dependence on foreign capital, given the lack of oil and gas reserves; and a politics of “pluralism by default” rather than a “vertical of power”—the Soviet legacy has left Ukraine with fundamental similarities with Russia, not least in the area of labor relations. Not only does the legacy union—the Federation of Trade Unions of Ukraine (FPU)—dominate in Ukraine, as the FNPR does in Russia, but the FPU follows the FNPR’s emphasis on the distribution of social benefits, an approach that “leave[s] no space for militancy.”39 As in Russia, “on the shop floor, the legitimate voice of the workers is the foreman rather than the formal union representative.” At the factory level, “the union is just an auxiliary wing of the management.”40 As one critic put it, despite their numerical strength in formal membership, “it’s as if our unions have disappeared from our political and economic life.”41


  The formation of Ukraine’s post-Soviet industrial relations began, as in Russia, during the economic collapse of the 1990s, when following a general strike by coal miners in the Donbass in 1993—involving 230 of the region’s 250 mines and 400 other enterprises—a coalition was formed between the “red directors” and industrial workers in order to “avoid a ‘social explosion.’”42 From then on, “the FPU consistently discouraged strike action in the name of social stability and maintained its privileged position in the scheme of distribution of social insurance funds,” as well as holding on to union properties inherited from the Soviet era.43


  The parallels with Russia continue: While workers left industrial jobs, they typically did so as a result of low pay rather than massive layoffs.44 The minimum wage has consistently been less than the government-estimated living wage.45 As in Russia, lax enforcement of labor regulations helps produce an environment where management vastly overpowers workers, with employees forced to work overtime without pay or go on forced vacations.46 Oligarchic groups—which one observer referred to as “job givers”—took advantage of the post-Soviet model of worker dependence on factories and the oligarch’s provision of favors to shape election outcomes.47 Workers make their situations habitable through informal personal networks, taking out loans, and relying on subsistence agriculture.48 Legal restrictions make lawful strikes difficult to hold, and partly as a result, state agencies consistently underreport strike activity (for instance, reporting “zero” strikes in years when there are dozens). The leading demand behind strikes and labor protests has typically been wage arrears, accounting for between 35 to 47 percent of such protests in recent years.49 Taken together, these commonalities underscore that Russia’s approach to labor relations and deindustrialization is not something unique to the Putin-era political economy but stems from the Soviet legacy, the methods of postcommunist privatization, and the striving of oligarchs and political power holders to maintain stability and thus their wealth and power.50


  While Ukraine has lagged considerably behind Russia in terms of economic growth and standard of living, it too enjoyed the boom in commodity prices in the 2000s. This allowed for “reinforcing and maintaining the post-Soviet hegemonic expectations from the factory, union, and state. This social contract implied several unspoken mutual commitments, under which workers were to maintain social peace and loyalty to the enterprise, while the owner of the enterprise guaranteed preserving jobs, a lax attitude, and certain levels of monetary and nonmonetary income.”51


  Yet, as with the boom itself, this “hegemonic configuration” was not sustainable, especially after the 2008 economic crisis. As Tooze notes, the route to the 2014 Maidan revolution was twisted, “but the path it would travel down was mapped out already” by the earlier crisis.52 Like its postcommunist counterparts farther to the west, Ukraine had become increasingly dependent on foreign borrowing, particularly since the Orange Revolution of 2004. With the 2008 crisis, Ukraine’s steel sector—which accounted for 42 percent of the country’s foreign currency earnings—was deeply impacted, since “no sector was worse hit by the crash in global investment spending than steel.”53 Though layoffs were limited, millions of Ukrainian workers were left without pay. After Latvia, Ukraine suffered the worst contraction of any economy in the world.


  This added a heap of pain on top of long-standing misery for Ukraine. As Tooze notes, the pre-crisis “social contract” meant that “while a tiny minority grew fabulously rich, the standard of living for the least well-off was kept at a tolerable level only by a system of pensions and energy subsidies that consumed 17 percent of GDP.” With the 2008 crisis, Ukraine had little choice but to turn to the IMF for emergency loans, but those came “with demands for changes in taxes and benefits that made it impossible for a government to sustain legitimacy.”54 Before long, President Yushchenko’s approval ratings were in the low single digits, and Viktor Yanukovych, whose rigged election victory in 2004 was overturned by the 2004 Orange Revolution, was elected president, this time fairly, two years later.


  Yet by 2013, average incomes were barely higher than they had been in 1989, during the height of Soviet perestroika.55 While it would certainly be mistaken to claim that these concerns alone led to the 2014 Maidan revolution, in Ukraine there was a clear connection between social and economic hardship and destabilizing political protest. Labor-related protests had grown for the three years prior to the Maidan uprising.56 When the Yanukovych government wavered over turning to the EU rather than Russia, it had to consider that the conditionality of EU and IMF assistance entailed such measures as lengthening the workweek and increasing the prices for basic necessities like electricity.57 In the estimate of some, the terms were “onerous,” and accepting them “would have been a political disaster.”58 But for Yanukovych the disaster came anyway.


  The violence that broke out in eastern Ukraine following the Maidan revolution was the product of many factors, Russian intervention chief among them. But the Donbass was not only the most industrialized region in Ukraine; it was also the region where labor was most volatile, especially in the mining sector, where independent unions had first risen up during the massive strikes in the late Soviet era.59 There were half a million coal miners employed in Ukraine in 2014, most of them concentrated in the Donbass. Already struggling with mine closures—137 had been closed since 1996—the region’s miners were dependent on subsidies from Kiev, which had been increased under President Yanukovych, a Donbass native.60 His sudden removal from office, combined with a promise by the new government to turn to Europe, clearly threatened to reduce those subsidies considerably.61 Strikes and labor protests soon followed in the wake of the Maidan revolution. In the end, most coal miners were caught in the middle when the violence escalated, with the separatists engaged in theft and extortion. The region’s fraught labor politics certainly contributed to the volatile mix.


  Again, there are important differences between Ukraine and Russia; among other things, Ukraine is riven by divisions between regions and oligarchic clans in a way that Russia is not. Yet for the Russian leadership, one lesson from Ukraine must certainly be that worsening economic conditions and a declining standard of living—but also the austerity measures that some claim are needed to boost growth and improve those conditions—can lead to protest, destabilization, and even a color revolution. In the Ukrainian case, it led to the ultimate nightmare for post-Soviet leaders: President Yanukovych not only lost political power and was forced from office, but was compelled to flee the country and leave his personal wealth and property behind.62


  With Alexander Lukashenko—often referred to as “Europe’s last dictator”—firmly ensconced as president, Belarus would seem to be an unlikely place for a color revolution. For some years the Lukashenko regime maintained social and political stability through severe restrictions on civil society, including steps aimed at “preempting” protests that might lead to political destabilization.63 In what some called “socialism with Russian subsidies,” Belarus has been supported for years by Russia, with subsides that by some estimates amounted to around $10 billion a year.64 This allowed for popular steps to boost legitimacy, such as hikes in public-sector wages.


  Yet, according to the International Trade Union Confederation, Belarus has “no guarantee of [labor] rights,” its fixed-term (one-year) contracts are a “a form of forced labor,” and the restrictions on legal strikes are even greater than those in Russia (and Ukraine).65 According to Volodymyr Artiukh and Denys Gorbach, the “Belarusian factory regime combines the worst from the Soviet past and the Western capitalist present.”66 Moreover, as the subsidies from Russia began to decline, social and economic conditions worsened. By the spring of 2017, falling living standards and the third recession since 2009 prompted Belarus to implement a “parasite tax”—taxing those neither officially employed nor registered as unemployed (thus clearly aimed at those in the underground economy). The tax prompted spontaneous street protests, and in the end hundreds were detained and at least five hundred sentenced to jail, with many more fined.


  Following those protests, Arkady Moshes concluded that “the protests demonstrated [that] the old social contract in Belarus, within which a post-socialist distributive economic model used to provide enough benefits for the population and guarantee their non-participation in politics, is eroding.” In a clear parallel to what we have argued for Russia, Moshes added, “The regime’s ability to address this latent problem by starting macroeconomic reforms is limited.” This is due largely to “the realization that embarking on economic reform may worsen standards [of living], which will in turn threaten the regime’s political position. However, the longer reforms are postponed, the more painful and costly for the population they will eventually be.” Moreover, Moshes continued—presciently given later events—“If the system now fails to provide for the population’s minimum needs or if the authorities introduce measures that are provocative, such as the ‘parasites tax,’ protest sentiment will grow and Belarusian ‘stability’ will be in jeopardy.”67


  The provocative step that did jeopardize Belarusian stability came in August 2020 through clearly falsified election results, which proclaimed Lukashenko’s reelection as president yet again. This prompted a now-familiar scenario of a color revolution: within days after the election, crowds of people, particularly the young and well educated, took to the streets, demanding free and fair elections. Yet there was a major difference in the Belarus case: given worsening economic conditions, the protests were soon joined by workers in a number of major industrial enterprises, amid calls for a general strike. By one count, over eighty industrial, trade, and service organizations joined the protests, as did workers in medical, educational, and other organizations. These included some of Belarus’s largest and most prominent industrial workplaces: the thirty largest enterprises whose workers were involved in the protests accounted for close to one-third of the country’s GDP.68 Workers formed strike committees in a number of prominent factories, including the Belaruskali Potash Company, the Minsk Tractor Plant, and the Minsk Automobile Plant. The Hrodna City Strike Committee was said to unite workers in twenty-one different companies. The opposition Coordination Council called for a general strike for October 25, though by this time considerable state (and workplace) repression, as well as Russia’s declarative backing of Lukashenko, dampened protest activity. Still, Artiukh and Gorbach conclude, “labor unrest represented a culmination of the protest wave.”69


  The worker protests in Belarus were exceptional in their spread and scale, as well as their participation in a color revolution (where elsewhere such labor participation has typically been limited). Yet while the language of strikes was used, the methods employed were more often protest meetings, marches, and petitions, with few actual workplace stoppages. Independent unions announced an “Italian strike” (a “work to rule” tactic), though this may have entailed primarily symbolic actions on the shop floor.70 The worker protests were exceptional in another way as well: in contrast to the worker protests I have discussed—and certainly that of Russia’s truckers, who began with a very limited economic grievance—the demands by Belarus’s workers were immediately and largely political, denouncing falsified elections and police brutality.71


  The reasons behind that politicization are not hard to find. Lukashenko had been in power, in progressively dictatorial fashion, since 1994. Further, the economy, characterized by some as “state capitalism,” remained largely un-privatized (in contrast to Ukraine and Russia), with the majority of protesting workplaces either state-owned or dependent on government funding. Seen in this light, it is perhaps unsurprising that workers did not express economic grievances; they did not perceive themselves as economically exploited so much as placed in a political stranglehold, increasingly by Lukashenko himself. As Artiukh and Gorbach put it, they protested less as workers and more as citizens.72 Given this, workers were able to overcome the class divisions that have appeared in Russia and elsewhere and unite with liberal protesters, without overly focusing on the potential economic consequences that a liberal post-Lukashenko regime might bring about.


  The Belarus labor protests clearly demonstrated one point: workers in the post-Soviet space retain considerable symbolic power, even if lacking in organizational power. This is especially pertinent given a leader like Lukashenko, who championed himself as a fellow muzhik and a protector of working-class jobs and interests. Indeed, as Natalya Chernyshova argues, workers were seen as Lukashenko’s “traditional constituency,” and others referred to them as “the leader’s base.”73 Lukashenko himself certainly saw workers that way, since he went directly to the protesting factories, telling the workers that they were betraying his trust and that their protests were to him like a knife in the back (udar v spinu).74 Yet rather than backing down, the workers responded by chanting “Go away!” and “It’s time for you to go!” One worker stood toe to toe with Lukashenko and, looking him in the eye, said, “The people are tired!” and it was clear of whom they were tired. As Chernyshova put it, Lukashenko “had never been publicly challenged, and this was visibly an unpleasant shock.”75 According to Ben Aris, strikes at state-owned factories were “a body blow for Lukashenko. The blue-collar workers at the big Soviet-era enterprises have always been his core supporters.”76


  Other groups protesting Lukashenko clearly grasped the symbolic power of workers: as Artiukh and Gorbach noted, “Workers were received as heroes on the streets, greeted with banners and chants, invited to talks on opposition media, offered solidarity at the factory gates and material compensation for unemployment.”77 Protests by students and middle-class professionals might be challenging, but strikes and protests by workers could become crippling for a leader like Lukashenko. The embattled president blamed the protests on the work of foreign governments and complained the actions were being led by “criminals and the unemployed.” Yet such rhetoric was hardly effective when the protesters were marching in work uniforms out of factory gates.


  As of this writing, Lukashenko has survived the protests, largely through repression and mass arrests, including of labor leaders and workers detained at the workplace. Russia’s backing, however, has quite likely played a decisive role, and arguably the regime would not endure without it.


  Massive deindustrialization and economic hardship, while leading to widespread protest, do not always lead to destabilization, let alone revolution. As Xi Chen put it, “One of the biggest puzzles of China’s reform era is how the government was able to implement a stunning enterprise restructuring program amid widespread worker protests.”78 Indeed, in Russia, widespread labor protest appears less as a reality and more as a specter—a looming threat of what might take place if the state pursued mass layoffs, the closure of large enterprises, or substantial austerity measures. To project what the leadership might face with such closures, Russia could look east to China, which did not simply revise the Maoistera social contract, but carried out what some referred to as “smashing the iron rice bowl.”79 Between 1993 and 2006, over sixty million workers—more than the entire population of France—lost their jobs at state-owned and urban collective sector enterprises. This amounted to more than 40 percent of jobs being lost in the formal urban sector in under fifteen years.80


  Lee describes the impact on one rust belt province in China’s northeast: “Once the heartland of the socialist planned economy and home to some of China’s most prominent state-owned industrial enterprises, Liaoning has decayed into a wasteland of bankruptcy.” Predictably, Liaoning Province was also transformed into a “hotbed of working-class protest by its many unemployed workers and pensioners.”81 Across China, the layoffs led to “widespread contention by workers,” with “at least hundreds, probably thousands, of episodes of laid-off workers’ contention in China every year between about 1998 and 2008.”82 Such protests typically involved workers blocking street traffic, lying across railroads, or staging sit-ins in front of government buildings. Across the country, government statistics recorded eighty-seven thousand cases of “riots and demonstrations” in 2004 alone.83 As Lee concludes, in the eyes of the Chinese leaders these protests “presented a palpable threat to social stability.”84 William Hurst concurs, adding that they “produced deep-seated worries among China’s elite about the stability and security of society and the political system.”85


  To be sure, these protests did not ultimately destabilize Chinese society and threaten the political leadership. As Russia’s leaders are no doubt aware, however, there are substantial differences between Russia and China. Most obviously, in contrast to Russia’s continued reliance on commodity exports, China became known as the workshop of the world, exporting manufactured goods while essentially importing jobs that had been outsourced from the advanced industrial world.86 Thus, substantial plant closures in some regions took place alongside massive job creation in others. Second and relatedly, in contrast to Russia’s relatively low levels of interregional mobility, in recent decades hundreds of millions of Chinese have migrated to jobs in the booming cities. Massive deindustrialization was therefore buffered by almost unprecedented levels of economic growth and the creation of entirely new cities, made possible by a mobile population.


  This destruction alongside enormous expansion allowed the Chinese leadership to exploit divisions within its workforce. In explaining how China avoided labor protests from leading to political instability, Chen concludes that “the government’s mastery in undermining the trust and solidarity among workers played an essential role.”87 Natural divisions exist between a more stable industrial workforce on the one hand and migrant labor brought in from the countryside with many fewer rights on the other.88 There are also divisions in the government’s treatment of older and younger workers.89 Migrant workers can also become divided by sector.90 But much of the division stems from substantial variations in the regional political economy in China. Even looking exclusively at workers laid off from state-owned enterprises, Hurst finds substantial variation in regional labor-market conditions and state capacity, leading to very different forms of protests and types of grievances with substantially different political implications.91 Manfred Elfstrom also finds “broad, regional differences in Chinese labor politics—between the northeast and southeast, between the coast and the interior, between the old industrial bases of the planned economy and new centers of foreign investment,” and even between otherwise similar “booming export hubs with large numbers of migrant workers.”92


  Not surprisingly then, worker protests in China have largely remained “cellular” in the sense that they are typically aimed at managers of individual workplaces and local political leaders. Ching Kwan Lee argues that the localized nature of these protests reflects the Chinese leadership’s success in creating a “decentralized legal authoritarianism,” where local rather than national leaders are perceived as responsible for both the economic conditions in their regions and for enforcing the legal rights of workers.93


  Certainly, there are substantial variations between Russia’s many regions, especially in terms of living standards but also regarding approaches to governance.94 It is highly questionable, however, whether most Russians view government authority to be as decentralized as it is in China. True, while economic conditions in Russia were objectively worse in the 1990s, at that time Yeltsin had succeeded in creating the perception of a “liberal” economy, one in which the state was perceived—with reason—to be not fully in control, and it remained unclear who exactly was to blame.95 Yet in contrast, while Putin’s popularity stemmed in large part from the economic boom in his first years in power, he also demonstrably established a “vertical of power,” making it clear that his hand was firmly on the tiller. While his crisis interventions might involve dressing down or firing subordinates, in so doing he makes himself appear to be ultimately responsible for the social and economic state of affairs.


  A further and somewhat ironic contrast with China is worth mentioning. In a study of labor relations in auto plants in Russia and China, Martin Krzywdzinski finds that legacies from the past remain stronger in the former than the latter, despite China’s continued rule by the Communist Party. There are multiple reasons, but in Russia’s case the auto plants, like AvtoVAZ, are based directly on their Soviet foundations and have a much older workforce, with an institutional memory of the enterprise paternalism of the Soviet past. In contrast, as China became the world’s largest producer of automobiles, it did so not by retrofitting communist-era factories but by building new “greenfield” plants and enlisting a massive wave of young workers to fill them.96


  In sum, Russia’s industrialization and deindustrialization, compared with that in advanced capitalist societies, took place in different forms and under very different circumstances, both in space and time, in the sense that its industrial centers were much more dispersed across its considerable landmass, and both its industrial phase and subsequent deindustrialization were out of sync with the world’s leading economies. Even so, there are striking similarities in contemporary politics between Russia and the West, in the backlash stemming from declining industrial regions and the political coalitions that have sprung up in response. If Russia differs from advanced capitalist societies, it is also distinct from its fellow BRIC countries as well, in that the latter are largely still in the process of industrializing. Nevertheless, Russia shares with those countries the formidable challenge of trying to escape from the middle-income trap. As we have seen, doing so entails not simply pursuing the right mix of policies, but creating a political coalition in support of growth, in which labor must either be included or successfully shunted aside. The postcommunist countries of eastern Europe provide a closer parallel to the Russian case, and partly owing to the communist legacy they were able to implement neoliberal policies with only minimal push-back from labor. The backlash came, however, following the economic crisis of 2008, though it took the form of nationalist and right-wing populism rather than a more traditionally left-based wave of labor protest. Instead of erupting with collective voice, workers in these countries took advantage of their EU membership to depart on a massive scale to the more prosperous countries to the west.


  Not surprisingly, the former Soviet republics most closely resemble the Russian case. Soviet-era industrialization left them with monotowns, as well as with labor representation dominated by a legacy union from the communist period. Ukraine and Belarus in particular demonstrate a number of remarkable parallels with Russia. Both countries clearly show that worsening socioeconomic conditions can incite political instability, with crucial consequences for political leaders. China, on the other hand, demonstrates that massive layoffs and large plant closures, even when leading to waves of protest, do not necessarily create political instability. In China, however, the protests have been absorbed by economic and political conditions about which Russian leaders can only dream.




  Conclusion


  


  OVERCOMING RUSSIA’S LABOR DILEMMA


  We have seen how Russian society survived the traumatic economic collapse of the 1990s, and—defying predictions—did so without producing mass unemployment. While avoiding the feared “social explosion,” Russia was left with a peculiar labor market: one where employment levels were kept fairly steady, but at the expense of extremely flexible, and usually very low, wages. Most large enterprises remained open, skewing Russian industrial employment at the expense of small to medium-size firms. These practices survived not only through the 1990s but through boom-and-bust cycles ever since.


  We found that one consequence has been Russia’s very low labor productivity, a key driver—maybe the key driver—of economic growth. Productivity matters for Russia particularly since the country faces a demographic challenge in the decline of its working-age population. Upgrading the use of technology could boost productivity, but Russian employers have little incentive to do so, since wages remain so low. Thus Russia finds itself in what we have termed a low-productivity trap. Yet government policies to date have focused more on industrial policies aimed, in no small part, at maintaining employment in key sectors.


  Top officials, from Putin on down, have declared that boosting labor productivity has become a paramount goal, in order to kick-start economic growth. One avenue for doing so is to focus, in Kudrin’s phrase, on “cities instead of oil”—that is, to direct government attention and resources toward building a handful of “global cities” beyond Moscow and St. Petersburg. Such an approach makes a lot of sense, as large, dynamic cities have become the growth centers of economic globalization. However, such an approach—now official government policy—runs directly counter to the facts on the ground in Russia. Almost uniquely, rather than a handful of major cities, Russia has hundreds of small and medium-size cities, dispersed across its massive land area. These include over three hundred officially designated monotowns, many of them built around struggling industrial enterprises from the Soviet era. Many residents defy economic logic by remaining attached to place, engaging in what has been termed “aggressive immobility.”1 These places become potential flashpoints of protest during economic crises, and the government has used subsidies and a number of investment schemes to keep them afloat. Needless to say, a major policy plan to shift investment elsewhere runs no small risk of greater protest down the road.


  On the surface, it might seem that any potential danger to the political authorities stemming from such labor protest would be minimal. Vladimir Putin came to power just as a major wave of labor protest crested; amid economic growth that replaced wage arrears with substantial wage increases, he pushed through a new Labor Code that, among other things, cemented the FNPR as a loyal “legacy” union and marginalized the more militant alternative unions. He also succeeded in placing significant legal restrictions on strikes, which according to official statistics often number only in the single digits per year. Yet, whether viewed from the perspective of labor or management and the state, Russia’s system of labor relations appears largely dysfunctional. The avoidance of mass layoffs has come at the cost of renewed wage arrears and festering monotowns. The restrictions on strikes and the subordination of the FNPR have limited legal strikes but also led to simmering discontent, providing few if any institutional channels to contain protest, which, when it breaks out, is typically spontaneous and uncontrolled. Thus, Russia’s labor relations leave workers with very limited means to resolve conflict, but consequently the state is left with deep concerns about social stability. The dilemma extends beyond the industrial sector to include the social sphere, since so-called budget-sector workers are both a basis of political support and a potential source of protest. While widespread labor unrest might appear unlikely, a significant change in economic conditions, whether a steep drop in the price of oil or a prolonged period of stagnating wages, could alter that calculation significantly.


  Still, the example of Tolyatti—Russia’s largest monotown—would seem to suggest such obstacles can be overcome. There, in “Russia’s Detroit,” the workforce in Russia’s largest auto plant was cut by more than half, without any social explosion. Yet, closer inspection reveals a much more complex picture: the workforce reduction was accomplished only with massive government interventions and subsidies. One of those interventions, to stem protests from autoworkers, led to protests from car importers that became so quickly politicized that they were put down only with the help of riot police. The transformation at Tolyatti also entailed turning Russia’s largest automobile firm into the subsidiary of a multinational corporation, with a foreign CEO brought in to radically down-size the labor force. That scenario coincided rather uncomfortably with the Russian government’s turn toward a more belligerent nationalism; while the foreign CEO was forced out by the Russian government, by that time the labor conflict had spread to the firm’s abandoned Russian parts suppliers, leading to a scandal whereby the region’s governor (since deposed), Nikolai Merkushkin, publicly blamed a worker’s complaints about wage arrears on an international conspiracy hatched by the CIA.


  While absurd, the sentiment behind Merkushkin’s outburst reflected the fears that other government officials have expressed about the danger of a Russian color revolution. Before the Belarus case at least, those uprisings that have deposed leaders in neighboring countries have rarely been led by workers; however, the Putin leadership, by basing its legitimacy for many years on providing economic growth and stability, and then by attempting to ally itself with Russia’s industrial heartland against the ostensibly middle-class and more cosmopolitan protesters in Russia’s two major cities, has left itself vulnerable to protests from workers and other more plebeian Russians. Nationalist rhetoric and actions could serve as a distraction for a time, but without significant economic growth, basic grievances continue to build. This is especially true when the bulk of the population is most concerned with the government providing a minimally acceptable level of social support and benefits.


  One way for the government to prevent such grievances from approaching anything like a color revolution is to create a strict divide between economic and political protests. Yet, for a number of reasons, such a division is fairly porous in practice. Russia’s truckers provide a particularly vivid example: a simple road tax instantly united otherwise isolated drivers from Chita to Dagestan. At first, the truckers’ most prominent slogan was “President, help us!” But with the authorities both repressing their protests and ignoring their demands, they formed an independent union and in little over a year began demanding the resignation of the government, with a leader of the movement campaigning against Putin for the presidency. While the government survived the truckers’ protests, the episode provided yet another signal that, at a time of lower revenues from oil and gas exports, Russia’s leaders had to proceed very cautiously when considering tax increases or benefit cuts.


  One long-standing question has been whether Russian workers (and by extension, Russians generally) are quiescent, owing to, as some have argued, a paternalistic mentality. To characterize Russian workers as patient or long-suffering, however, is difficult to square with the experience of the coal miners who helped bring about the end of the Soviet Union (not to mention the workers in the Russian Revolution of 1917), or with the more recent outbursts that have led to rail or road blockades and other dramatic actions. Such spontaneous worker actions might suggest some form of cultural continuity, with long periods of suffering and patience interspersed with revolutionary uprisings.


  Yet a related question has been whether Russian labor protests are primarily defensive and countercyclical, increasing when times are bad, or pro-cyclical, with workers protesting to demand a greater share of profits when times are good. The experience of Russia’s autoworkers and others during the oil boom years of the 2000s strongly indicates that Russian workers, far from being mired in mentalities from the past, are capable of exploiting structural advantages when those opportunities arise. Yet labor protests in Russia are overwhelmingly defensive in nature, often centered on concerns such as unpaid wages. When examined alongside the autoworkers’ actions, this suggests that the defensive protests of Russia’s workers reflect less any cultural inclination and more their limited structural power in a deindustrializing economy, in particular one that faces the boom-and-bust cycles of global commodities markets. In, say, a monotown where the city-forming enterprise is struggling to remain open, refusing to work in order to extract a greater share of profits makes little sense.


  Paralleling the tendency to see Russian workers as either long-suffering or prone to spontaneous uprisings is the inclination by others to view protest actions as potentially leading to revolution and regime change, and if not, then as relatively minor events in an otherwise stable polity and society. Yet—and this is a key point—the protests themselves, the issues they raise, and the manner in which they are being conducted point to substantial chronic problems that will be difficult to resolve, especially if economic growth remains slow or stagnant. But as Chris Miller has pointed out, for the Kremlin, economic efficiency and growth have been lower priorities than social, and ultimately political, stability.2


  For a number of reasons, above all the leadership’s goal of maintaining social stability, the Russian government has continued to prop up monotowns and other struggling large enterprises. Such support will become much more difficult during a period of slow economic growth or stagnation. In such conditions, managing struggling monotowns will be but one of the trials that test Kremlin leaders, and subsidies or other support for industry will be but one of the pressing demands on state funds. Herein lies a central dilemma: by preventing mass layoffs, the government can maintain social stability, but only at the cost of economic growth, the absence of which is itself a potential threat to social stability. Continuing to pay such costs would seem to be misguided, since with weak trade unions and extremely low official strike rates, the threat of widespread worker unrest in Russia would appear to be low. With few effective channels through which workers can express their grievances, however, a real potential exists for labor protest to become radicalized, creating a serious threat to regime legitimacy.


  To be sure, claims that monotowns are a “time bomb” for the Russian state are almost certainly overstated.3 When crises do flare up, even when they create significant attention as they did in Pikalyovo, Russia’s president can swoop in with a timely intervention, appearing in the role of the savior. Rather than leading to a greater conflagration, protests in monotowns or other industrial communities might be put out like isolated wildfires, all the more so since unions, for reasons we have seen, are often not involved, and even when they are (as in Pikalyovo), they often lack sufficient network power—the “netness”—to create broader and stronger protests. Indeed, monotown protests can be less about labor per se than about “place”—that is, conflicts about conditions in the towns themselves rather than the status of the city-forming enterprise. The last straw for Pikalyovo residents was the shutting down of their hot-water system; likewise the protests over placing landfills for urban garbage in communities far from Moscow underscores the resentment that dwellers in small towns have for the political elite and the relative privilege of big-city inhabitants. But the chance of a broader protest movement arising in unison over such local issues remains slim.


  The socioeconomic protests that have spread are less often those joined through netness, and more often the result of “catness”—protests that unite otherwise isolated individuals and groups when state actions impact them as a single category. This can happen through a change in social benefits, as with the 2005 attempt to monetize benefits, or through an increase in taxes, as happened more recently with Russia’s truckers. That such protest movements arose over policy changes to taxes and benefits suggests that the threat of social unrest to Kremlin leaders extends well beyond industrial workers. As with any modern state, the Russian government must be able to extract resources from its population (such as through taxes) while maintaining enough legitimacy to avoid rebellion. When oil prices drop below a certain level, it becomes more difficult for Russian leaders to maintain what some have called the non-intrusion pact, whereby society is largely left alone, provided it refrains from political demands. Yet the problem for Russia lies deeper, in that while many Russians appear to be willing to leave politics to others, there is overwhelming support for what the Russian constitution terms a “social state.” While the specific provisions might appear meager, there is clear evidence that the main concerns for a majority of Russians lie in the realm of social welfare, in areas such as health, education, and pensions.


  Moreover, the concept of “worker” itself, in Russia as in most any contemporary society, extends beyond the industrial laborer to include the full range of subordinate employees.4 As we have seen, labor protesters in Russia include not only factory workers and truckers, but teachers and health care workers, among others. On the one hand, employees in state-owned enterprises and budget-sector workers have become a core source of support—at least at times—for the Putin regime. On the other hand, maintaining that support entails a direct cost to the budget, a cost that rises under conditions of slower economic growth. Yet when fiscal pressures increase, experience strongly suggests that cutting benefits can lead to protest—but so can raising taxes.5


  Still, to what extent might protest with social and economic demands—as opposed to explicitly political protest—be destabilizing? Some have found a “discursive divide” in Russia between economic and political protest, a divide that the government has encouraged by claiming the former is legitimate while the latter not. Yet that divide turns out to be porous, as we have seen with the rapidly politicized protests over car import tariffs in 2008–9, as well as the example of Russia’s truckers.6


  Putin has expertly worked to maintain that divide, in part by deflecting economic and class anger onto other targets. As we first saw in the Igor Kholmanskikh episode, Putin has sought to divide the “two Russias,” playing off working-class resentments in the industrial heartland against the more educated professionals in the metropolitan centers. He has added cultural politics to such class resentments, pitting the urban and cosmopolitan “do nothings” tainted by Western libertine values against those with the faith, tradition, and values of “real Russia.”


  While that strategy proved effective in Russia in the wake of the 2011–12 “Russia without Putin” protests, the massive demonstrations next door in Belarus in the late summer and fall of 2020 attest to the limits of such an approach, even in a highly coercive political system. The Belarus uprising also proved that workers could indeed join a “color revolution,” even one with overwhelmingly political demands. As Arkady Moshes predicted in the wake of the “parasite tax” protests three years earlier, the anger of Belarusian workers sprang from a foundation of worsening social and economic conditions.7 In that context, rather than acting as the “leader’s base,” workers turned sharply against Lukashenko.8 This clearly shocked the Belarusian president, who went directly to protesting factories, telling workers that their actions to him were like a “knife in the back.” The workers responded with boos and jeers.


  One explanation for the almost exclusively political demands from Belarusian workers would be the country’s political economy, where many workplaces remain state-owned. Rather than experiencing their hardship as stemming from exploitative oligarchs or private owners, workers readily blamed the state, embodied in the personalistic rule of Lukashenko.9 This might appear to be a significant contrast with Russia, where much of the economy has been privatized. Yet given Russia’s own version of (increasing) state capitalism, similar hardships there might also well be attributed to a political system—sometimes referred to as one of “manual control”—at the top of which sits Putin. The post-Soviet color revolutions, as with the Arab Spring uprisings, and indeed many of the social revolutions of the twentieth century, most often occur when a personalistic ruler is viewed as individually responsible for intolerable conditions, and the only clear way out is to get rid of “him” (it’s almost always a him).10


  When workers join these protests, they present an acute challenge to such rulers. When protests become political in Russia and in Belarus, the rulers have sought to portray the demonstrators as feckless youth backed by foreign agents. In language paralleling that which Putin used during the 2011–12 Russian protests, Lukashenko complained that the 2020 Belarusian protests were being led by “criminals and the unemployed.” Such rhetoric will almost certainly fall flat when the protesters are marching in work uniforms out of factory gates. While authoritarian rulers might rely on social divisions to encourage riot police to beat college-educated youth, overt repression against workers—the same class from which many police are drawn—could much more easily result in security force refusals and defections.


  Sharp class divisions, of course, are not unique to Russia, or Belarus. If global economic forces are driving greater inequalities between metropolitan centers and struggling industrial regions, a politics of resentment will almost inevitably follow.11 Interestingly, given this populist backlash, even some of the economically liberal international institutions are fundamentally revising their recommendations. For example, in a recent report, the OECD argues that given “large and persistent inequalities in regional economic performance” in many parts of the world, there is a growing “need for place-based policies to address them.” The report makes the case that those place-based policies—the very policies that the World Bank has argued strenuously against for Russia—“are especially important in light of growing public discontent with the economic, social and political status quo,” since “geographical patterns of public discontent are closely related to the degree of regional inequalities.”12


  The extent of this discontent, and its potential political consequences, are often missed by economic liberals, in and out of Russia, who argue for greater market liberalization. Within Russian elite circles the debate is usually framed as one between liberals and “statists,” with the latter seen as defending the status quo, or pushing for even greater state control over the economy. There is little doubt that they have self-interested reasons for doing so. But there are important reasons beyond “rent-seeking” officials that prevent Russia from moving to greater market efficiency. For example, government plans for supporting monotowns, which entail both large-scale job creation and inducements for private investment, have been called utopian by critics. Yet the proposals of the World Bank and Russian economists for reducing subsidies, encouraging outmigration, and allowing for the “controlled shrinkage” of these company towns appear at least as unrealistic. While outsiders have spelled out the economic costs of the Russian government’s implicit policy of “keeping the lights on” in struggling factories and industries, they fail to explore fully the social and political consequences of turning the lights off.13 In the long run it may be true, as Leonid Bershidsky argues, that “the Grim Reaper is coming for the once-bustling little towns where people had moved from the villages. In a country with too much space and too few people, much of the territory is doomed to be a huge flyover zone.”14 Yet unless that process happens very gradually—a pace that would undercut the goal of economic growth—such policies will almost inevitably lead to protest.


  While economic liberals tend to ignore the political costs of their plans, political liberals—particularly those pushing for broader democratic change—too often fail to view the social and economic concerns of many Russians with much sympathy. As much work in classic political sociology makes clear, revolutions almost always involve class coalitions, and are rarely if ever led by a single social entity such as the “middle class” or the “working class” alone.15 Russian protest movements have exposed a deep class divide in Russia, one that those in power have exploited to great effect. As we have seen in chapter 8 on the truckers’ protest, liberal oppositionists in Russia can yearn for workers to become democratic revolutionists one moment, and in the next disparage them in the most patronizing manner.


  There is a countervailing sentiment on the part of workers in Russia, who are often wary of having their protests co-opted by the agendas of liberal protest leaders. Coal miners of the perestroika era, like workers today, complained of being treated “like cattle,” or, in a different metaphor, of climbing on a bus being driven by liberals to a destination beyond their control.16 For many miners, that destination became the Yeltsin-led 1990s. To many Russians, the memory of that decade, when reformers of various stripes pushed neoliberal transformation until society nearly boiled over, remains vivid.17 It may not be a matter of ignorance for workers to stay clear of political opposition movements and parties. Russian workers as a whole are not uniting behind the preferences of liberal economists that they should become socially and geographically mobile, and neither are they acting as desired by liberal oppositionists, providing the muscle behind politically motivated protest. Yet most workers are also not the dutiful patriots that Putin and his circle would wish them to be. Not surprisingly, they have their own interests.


  There is a contradiction in the politics of many of Russia’s liberals: they call for free and fair elections, yet while many would not call the bulk of the country’s population (as Babchenko did) “naked asses,” they too often look down on the attitudes of average Russians, the very ones whose voices would count in a true democracy. Indeed, if Russia were ever to experience a true democracy—that is, a government that clearly reflects popular interests and sentiment—it would not necessarily make Russia more “Western.” Such a democracy (admittedly idealized) would make the state more accountable to, and shaped in the preferences of, average Russians, who are clearly not economically liberal; nor are politically liberal ideals necessarily their top priority. Instead, the evidence strongly suggests their preferences lie in some version of socialism, social democracy, or in support of a “social state.” To phrase the issue more pointedly, if a Russian government were to pursue a more a dramatically free-market or neoliberal transformation, that might require even more authoritarianism, rather than more democracy.18


  To argue, as this book has, that the country’s leadership has refrained from embarking on certain socially painful economic reforms—that is, that the fear of social unrest places limits on Russia’s increasingly authoritarian state—is not to say that Putin’s Russia is somehow opposed to economic liberalism. While liberal technocrats and statists often wrestle each other to gain influence over Kremlin policy, and though the Russian state has gained demonstrably greater control over the economy, the state’s role in that economy is arguably at once both statist and neoliberal.19 Rather than being a contradiction, as others have argued, the neoliberal state under globalized capitalism is rarely small or laissez-faire but rather geared toward to the demands of capital accumulation.20 The Putin-era economy is built on the foundations of the liberal transformation of the Yeltsin era; it soon implemented a flat tax, and more recently has retained a tight grip on macroeconomic and fiscal stability. Inequality has grown; while some of the names have shifted, oligarchs and billionaires have flourished under Putin.21


  But if the Russian economy is neither fully liberal or statist, the country’s political system is not entirely authoritarian. Elections, however restricted, can still serve as focal points for protest; Putin’s approval ratings clearly remain a Kremlin obsession. In such a political hybrid, social protest stemming from painful economic reforms can pose a threat of a kind that would not appear in a more overtly authoritarian system that can rely more explicitly on coercion. Military dictators in Chile and Argentina, for example, had unionists and other leftists who opposed painful neoliberal reforms thrown from helicopters. To the dilemmas of a hybrid regime, one must add the historical and ideological legacy of the Soviet state, where figures of workers were placed on pedestals. While those monuments have largely disappeared, the memory of that past has not. Pinochet would hardly have laid flowers at a Chilean Novocherkassk, nor would he have helicoptered in to deliver a nationally televised dressing-down to a Chilean oligarch over a workers’ protest.22


  Almost unavoidably in discussing contemporary Russia, we have invoked Putin’s name to a considerable degree and pondered the possibilities for and likelihood of a Russian color revolution; however, it should be clear by now that the shape of Russia’s political economy is not simply the result of the Kremlin’s rent-seeking “kleptocrats.”23 Rather, as Alena Ledeneva has argued, the Russian political economy appears to be much more systemic, and likely to survive into any post-Putin leadership.24 The limits to transforming that system extend beyond the patron-client relations of Russia’s political elite, to managing the expectations, demands, and potential breaking point of Russia’s workers and broader society.


  Even with all that we have discussed so far—the problems of extremely flexible and often exceedingly low wages, the chronic problems of monotowns, the lack of institutional outlets for worker grievances leading to spontaneous and at times extreme outbursts, the significant state interventions and subsidies that were needed to prevent the crisis at AvtoVAZ and Tolyatti from exploding, the rapid politicization of Russia’s truckers in response to a simple road tax—it remains unclear that workers present a direct threat to Russia’s ruling elite. Yet the probability is hardly zero, and the stakes are high. The fear of social instability—and ultimately political instability—remains. In the absence of high oil and gas revenues, the Russian economy must either find new sources of economic growth or face stagnation. Either scenario—market reforms or economic stagnation—raises the possibility, even probability, of social unrest. That is the dilemma at the core of this book.


  The goal here is not to suggest policy options for the Russian government. There are no ready avenues for escaping this dilemma. The only alternative to further neoliberal reforms imposed on society in the hopes of jump-starting economic growth, or economic stagnation alongside an evermore severe paternalism, would be to permit society to organize, allow real trade unions to assert the interests of their members, to push up wages and benefits for the unemployed and the poor. This would hardly be a utopia—Russia would almost certainly remain a middle-income country (or an upper-middle one). Whatever possibilities there might have been to make its industry competitive have arguably passed, and Russia will quite likely remain primarily a producer of commodities for the global market and—while hardly poor by comparative standards—thus stuck on the semi-periphery of the global capitalist system.25


  This self-organized civil society would at least allow Russia’s citizens to take an active part in shaping their own destiny, even if it involves negotiating the pace and the form of the country’s further deindustrialization. But such a self-organized society would pose a direct threat to Russia’s power holders, not only to their grip on political power but to the vast wealth they have accumulated. It might pose a challenge to the vision of many in Russia’s political opposition as well, since a true Russian democracy would not likely lead to a neoliberal cosmopolitanism, as most Russians, workers and others, express a desire for something closer to socialism or social democracy, and not austerity and a handful of thriving metropolitan centers alongside postindustrial ghost towns.
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