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Introduction
As the world was heading towards the third millennium, the contradictions facing the international political economy were being accentua​ted by the evolution of the post-socia​list societies from Russia and China. Even under the best of circumstances, the complete reintegra​tion of these important economies in the capitalist world system would be a process full of pitfalls and challenges.

The path of reconstruction was unclear from the outset, not least in Russia’s case. Taking the political and social transformation problems into consideration, the policy of privatization of the state by the state was hazardous. In the context of the transition of former socialist countries, the case of China was likewise of importance. In addition to the experience in the capitalist developmental state (CDS) of East Asia, the Chinese strategy offers a number of lessons in a comparative perspective. 
The reforms in China have been gradual through a dual track of market and plan without creating the ethnic and social havoc which occurred after the “big bang shock therapy” Russia. It should, however, be kept in mind that in China, heavy industry is still partly nationalized while the population is more homogeneous than in the case of the Soviet Union/Russia.

Paradoxically, the strong central state neces​sary for reforms was actually weakened in the case of the rural sector reform in China. The coastal regions were allowed a greater degree of autonomy than was seen in the CDS pro​totypes of East Asia especially Taiwan which China probably has seen as model for its transition.
 In con​trast, the reforms coming from above in Russia imply the need for a strong state, which, however, did not obtain in the immediate years after the dissolution of the Soviet Union because of the collapse of the political establishment.

On this background it is the intention to explore the impact of globalization on labor markets and social welfare in Russia and China. The paper draws upon recent debates in the framework of comparative political economy over the linkage between the domestic evolution and the impact of neo-liberal globalization on labor market regulation and adjustment.
 The focus is on the change of industrial relations with an accompanying loss of the social relevance of the work place and of labor-based social organizations.

Globalizing labor markets
Globalization denotes a more liberalized and commodified set of historical structures, driven by the restructuring of capital and a political shift to the right. It includes also a spatial deepening of economic liberal definitions of social purpose and possessively individualist patterns of actions and politics. Commodification shapes social relations by converting labor and nature into exchangeable commod​i​ties. Changes in the global economy are producing convergent shifts in industrial relations and intensifying competition and technological innovation and will lead to more pressures for more decentralized forms of collective bargaining, more flexible employment contracts, more ‘lean’ forms of work organization, as well as less legislative intervention in labor markets, worker protection, and income policy.

Nobody can deny that globalization in most cases leads to increasing income disparities by keeping wages low and by impinging on domestic labor markets through various channels: 1) By giving corporations a great deal more leverage or bargaining power over their workers; 2) by changing norms and institutions; 3) by undermining social support systems. In short, globalization forces economies to restructure.
 
The current neo-liberal regime of accumulation has aimed at transforming the internal industrial divisions of labor from being part of a national structure of accumulation to become a component element in the international division of labor and global accumulation process. The contradiction that thus arises is whether capital accumulation is embedded in the national economy to the benefit of society or serves the interests of external actors and interests as well as internal comprador elements. 
To answer this globalization can be seen as a process where market mechanisms increasingly transform various types of politically and collectively decided regulations with new ones catering to specific economic interests. This implies increasing levels of privatization, monetary liberalization, reductions in tariffs, labor market flexibilization and fiscal discipline. The impact of these neo-liberal approaches and policies opens up for competition between workers and the prospects of ‘downward leveling’ in wages and work conditions.
 International labor competition though is not a new phenomenon but has changed its form and become more intensive in tandem with the internationalization of capital and production. “First, international competition is now more direct because it occurs through actual job substitution; second, it is now also more extreme in that the workers involved have greater disparities in their wages, employment standards and political rights.”
 The point is that earlier while competition between workers in the North saw labor gains through productivity-based bargaining, the latest version of globalization produces a ‘race to the bottom’ for wages, working conditions and organizing capacities. 

 

Globalization and catching-up
This picture is to some degree mirrored in Russia and China where the challenges of globalization have produced less leverage for organized labor both in terms of influence on industrial relations and on politics in general; declining union density, reduced job security, increased income inequalities etc. The interesting question is whether Russia has been able to replicate the gradualist transition in China, where state, capital and workers negotiate for the promotion of national development and the creation of a civil society which might minimize the adverse effects of globalization! The question in this regard is also whether the dismantling of communist era labor codes has produced similar outcomes for workers, companies, and unions in Russia and China

The core of the new “business class” in Russia was in the immediate years after the fall of communism dominated by semi-criminal elements; inflation was tamed by holding back salaries to the tens of millions of needy workers, and other employees and pensioners in the state sector; a boom was promised for years by the Yeltsin regime, IMF and the World Bank, but the economy continued to plunge and corrup​tion and nepotism at the highest political level was seen everywhere; a parliament without real powers; and a financial clique emerging out of the ashes from the old Nomenklatura and a new oligarchy came into control of real political power, and these two groups were the real benefi​ciaries of the annihilation of the state in Russia.
The social results are well-known as a collapse of everything essential for a decent existence - from real wages, welfare provisions, education and health care to birth-rates and life expectancy. From safety in the streets to prosecution of organized crime and what many in the West still call  “reforms” - in a society which almost became dysfunctional.

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

These patterns partly changed with the arrival of the new law and order government in 2000 where Putin took over. His government has benefited from high oil and gas prices and income from exports of arms and the economy of the Russian Federation has made a marked recent U-turn. Although Russia has seen high economic growth rates it is almost exclusively an outcome of the depreciation of the Ruble after the Asian financial crisis and high oil world market prices. The profits have though in many cases been exported out of the country while foreign investors shy away from the Russian market which is seen as fragile and unstable.
Russian nationalism and Orthodox Christianity have replaced communism as the dominant ideology as a commentator in rather sarcastic way notes: (Indeed, the beginnings of Russia's new official nationalistic culture are a continuation of 1970s and 1980s "village culture." Moscow's highly visible new sculptures by Zurab Tseretelli, for example, are commissioned by a key figure in a political system that has quickly and effectively established new spheres of influence that function under the parameters of the old client/patron system of informal political relationships that institutions policies only outwardly express. That figure is Moscow Mayor Yuri Luzhkov, who controls the city like a private fiefdom using traditional control mechanisms. He is helping to forge a new utopian vision based on nostalgia.(

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

Whether nationalism in both countries can play a vital role in restructuring the  remains to be seen, but there are signs of change. In China, the ongoing purges of party officials who are put on trial for corruption show a collective approach to neo-liberal policy restructuring and might have been an inspiration for Putin’s purge of the new Nomenklatura.

That the situation has improved in Russia in terms of less unpredictability was witnessed by the Labor Minister Alexander Pochinok who noted that 20 million people did not receive their salaries on time at the beginning of 2000, while only 4,2 million have yet to receive their salaries in January 2004. This combined with the fact that Russia is establishing a series of export-processing zones with no tax and no regulations and without freedom for workers to organize in labor unions clearly illustrates that the country now want to attract FDI with the same means as China have accomplished.
It is interesting in this regard to note that the state, although weak in the Russian case, has re-formulated its role in terms of increasingly intervening in industrial relations and also the fact that there are less firm-centered welfare provisions mandated by law. The point here is that these policies are condoned under the paroles of a new nationalist self-confident banner which have striking similarities with the Chinese shift in political state-sanctioned ideology and the simultaneous attempt to rely on external capital.
Industrial relations
However, these observations also imply that China and Russia have become competitors and may rely on the same basic conditions and terms established by transnational capital and the demands of export-oriented economies. As noted by one observer: TNCs "generally insist the host government suppress the right of workers to organize and join unions, even when that right is guaranteed in the country's own constitution and laws." WTO does not have a single rule that "covers the subsidies that transnational corporations get through pressures on Third World governments to permit 19th century-type exploitation of labor.” 
 These are the conditions which Chinese and Russian workers can look forward to in a situation where according to the measure of Gini index of inequality, Russia, at 45,6, finds itself in the company of the Philippines and Côte d’Ivoire while China, at 44,7, is squeezed in at the level between Armenia and Peru.
 Furthermore, 10 percent of China's richest people are enjoying 45 percent of the country's wealth, while the poorest 10 percent had only 1.4 percent. In comparison the top 10 percent of earners in Russia made nearly 15 times as much as those in the bottom 10 percent in 2004, up from 12 times the year before. In developed countries, the norm is less than five.

Industrial relations in the Soviet Union were not changed before Gorbachev introduced new forms of labor participation during the period of perestroika but did not have a real impact. When Yeltsin came to power communist party organization at the factory level was replaced by greater union autonomy and later on in 1991, very much inspired by the ILO, tripartite partnerships between trade unions, employers and the state were promoted. A number of new unions became visible but it was the caretaker of the old official party sanctioned union the Federation of Independent Trade Unions of Russia (FITUR) which emerged as the most important and biggest union. However, trade unions were too weak and fragmented to exercise any coordinated strategy and Russia’s flirt with tripartism and corporatism ended by the mid-1990s. 
Although it became increasingly difficult to strike it has not ended industrial disputes. The development of independent trade unions in the mining industry, where strikes have made the headlines, is not typical. Nevertheless, independent trade unions are still weak, and the traditional unions continue to hold sway and, on the whole, to retain their wide membership. A major reason is the continued, and even enhanced, role of the old trade unions as purveyors of enterprise welfare goods and services; “occupational welfare” has changed far less than state social policy.

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

Under Vladimir Putin’s leadership Russia has now become one of the world’s fastest growing economies in transition. It is now the biggest oil producer and second in oil exports in the world. Following the financial melt-down of August 1998, real wages fell by 40 percent. After sixty years of full employment, registered unemployment increased from 5.2 percent in 1992 to 13.3 percent in 1998 (with real figures about twice that size and an estimated 13 million jobs disappeared for good).
 
These bleak features changes between 1999 and 2004 where GDP growth averaged 6.3 percent per year, industrial production increased by 7.2 percent per year, and real income by 7 percent per year. In spite of the success achieved, the level of economic development is still low. GDP per capita in 2003 was $4,060.77, several times more than China’s $1,262.59 per capita but with a much smaller population.
 However, China’s combined GDP now exceeds Russia’s more than five times. What these figures don’t reveal is that there are still very low standards of living and widespread poverty. From 1992 to 2002 the number of poor people with income below subsistence level decreased very slowly from 33.5 percent to 25 percent. In fact, the economy in Russia has not yet reached pre-reform levels for GDP and other macroeconomic indicators.
The All-China Federation of Trade Unions (ACFTU) has moved from being entirely under the CCP’s grip to become more autonomous. It has been transformed into an organization which possesses the right to collective bargaining and a stronger advocacy role on labor-related issues. However the state and the CCP still exercise control and effectively constraints and in cases deemed necessary entirely prevent the independent articulation of worker’s interests in the political sphere and strikes are prohibited. New labor laws have ensured the right of the employer, whether in a state enterprise or a private company, to dismiss at will.
The Chinese government is promoting a high-speed, export-led growth model highly dependent on FDI. The country has become the largest recipient of FDI in the world, and the government has actively courted investment with tax benefits, infrastructure, and highly repressive and exploitative labor conditions.
 TNCs now account for more than 45 percent share of industrial output, greater than the 30 percent share of state firms This investment has been largely diverted from other peripheral countries, especially in East Asia, that had previously depended on it to cater their own export-led growth. China’s success thus poses a serious competitive threat to other peripheral countries. It is tied, for example, to growing economic strains and instabilities in South Korea and Mexico.
 
However, China is also losing more manufacturing jobs than the United States. For the entire economy between 1995 and 2002, China lost 15 million manufacturing jobs, compared with 2 million in the US, The entrance of China as member of the WTO and major exporter based on increasingly flexible labor-market policies has been accompanied by a tremendous growth in the informalization of labor accompanied by petty crime, prostitution and menial labor. Urban joblessness now averages around 8-9%. Reliable numbers aren’t available, but some estimate there are at least 19 million Chinese who are out of work; tens of millions more are unaccounted for by Labor Department.
In contrast to the problems in Russia in the period from 1985 to 2004, China seems to have traveled the “Market Socialist road”, which can be interpreted as a variant of the CDS. However, the prospects for Russia to replicate this perspective are problematic due to a number of reasons and contradictions:

-The international environment is not as conducive to export-led growth as it has been in the past – a point related to the surplus production problematique. However, oil, gas and weapons exports are contradicting this trend.
-It will be difficult to obtain political legitimacy enabling state capacities to operate (the past experience weighs on the present).

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

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

Seen in this light emulating parts of the Chinese model more strategically and ideologi​cally attractive than leaning towards the West. Here the sequencing was the reverse and it seems that the Putin administration at least in rhetoric attempts to copy parts of the Chinese counterpart where:

-Monopoly of political power was maintained

-Liberalization of agriculture before industry

-Retaining the capacity of revenue extraction

-Maintaining a bargaining position toward foreign capital

-State involvement in international trade issues

-Experimenting with privatization of state enterprises although retaining some

strategic industries under state ownership.

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

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

- Decrease of organized labor power
- declining union density
- reduced job security and increased flexibility
-increase of labour market informalization but stagnant labor mobility

- less firm-centred welfare provisions, and increased wage stratification
-weakness of labor as a political force.
As mentioned these similarities do not constitute evidence of convergence when one considers three additional factors: Post-socialist labor relations do not appear any more similar than was the case with industrial relations under state-socialism. Business and labor is still dependent on the state in restructuring industrial relations – although in the case of Russia change might come from below because labor unions in fact have more autonomy but are more fragmented, while in China the CPC exercises an almost monolithic power over a much better organized but less autonomous labor union movement, thus change must come from above because of the power of CPC.
 Relatedly, despite the weakness of organized labor, the situation in Russia does provide space for some optimism in the longer term for a more united and autonomous trade union.
Labor in Russia and China share some basic problems partly as result of the export-oriented and market-friendly strategies of the governments. There is a growing reliance on local and informal strategies for survival among vulnerable workers not least because of the widening inequalities across sectors. However, there is also a growing middle class in both countries and segments of the labor force in strategically and economically important sectors which are much better of.
Perspectives
The collapse of communism and the immediate problems in Russia after the dissolution of the Soviet Union are events whose implica​tions are still barely grasped. Although some critical scholars describe the political economic regime in Russia and China as “primitive accumulation”
 it is necessary to go beyond to understand the real changes taking place in the way people work, produce and consume. 

Russia’s first attempt of capitalist catching-up “saw the nation losing 54 percent of its gross domestic product and 60 percent of its industrial capacity, more than twice the loss that the USSR suffered in World War II.”
 The country is now a natural resource exporter as can be seen from the fact that commodity sales constitute 80 percent of all exports. The second attempt came with Putin’s caretaker government after Yeltsin and Russia has on the surface managed to emulate the market authoritarian or guided democratic path of China. 
The major difference between Russia and China is that all economic systems rely on a social contracts based on varying degrees of organic solidarity. This bond has eroded due to the destruction of the capacity of the state to maximize social justice, welfare and uphold a social contract by the IMF induced shock-therapy in Russia. In contrast the CCP in China actually strengthened the role of the state and enhanced the social contract between society and state, but still both countries seem to travel the road towards less focus on full employment, redistributive transfer payments, and social services provision to the promotion of enterprise, innovation, and profitability in both private and public sectors.
On the other hand, the Chinese government’s approach towards globalization after having entered WTO is now experiencing an unprecedented challenge: adopting so-called international capitalistic market doctrines in all public and private economic spheres forces the CCP and the government to adjust their own political management strategies and overall to alter, in a relatively slow and  delusive manner, their authoritarian type of governance of the labor market. Restructuring the political and economic system will somehow bring about changes in governance, not only in industrial relations, which might prove contradictory to the present idea of maintaining social stability. The neo-liberal advocates in China have been debating this with the conservatives for quite some time, arguing about possible benefits and consequences, and there seems to be no final agreement.
In both China and Russia, the levels of informalization of labor markets, the privatization of the public health care system and the privatization of public education have generated alarming consequences. The Aids/Hiv and SARS crises have also raised heated debates about the lack of public services. It is interesting to note that during these debates the role of authoritarian governance once again regained some ground. China is in contrast to Russia governed by technocrats, development managerial elite, partly insulated from vested interests. It is pragmatic and deprived of ideological beliefs. That is precisely where Putin and the CCP’s manipulation of cultural and nationalistic ideologies come in, diluting these confrontations, at least for the time being, to an atmosphere of building national pride or upgrading the Russian and Chinese nation’s stance in the world but it seems that Putin is only using the China card for specific purposes and it remains to be seen whether they will in fact emulate the Chinese model . 
However, it is interesting to see that “Putin's geopolitical vision, which he explained to a dinner companion during his last visit to Brussels by drawing a map on a napkin. In that worldview, Putin grouped Russia and China together, while lumping his European hosts in with (as he put it) "your American cousins". So doing, he mentioned in passing his view that the ongoing demographic Arabization of Europe was strongly analogous to the historical Africanization and contemporary Latin-Americanization of the United States population. Putin's candor in sharing this view suggests that he may possibly believe Russia should more closely emulate a variation on the Chinese "model" of political, if not also economic, maldevelopment.”

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