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deficiencies in ability or professional expertise.'® The converse does not
apply: not even the greatest talent or professional experience can make
up for a lack of loyalty, reliability, or compliance.

When the antecedents of the classical system are examined one finds
no such respect for loyalty or compliance either in Marx or in the prerev-
olutionary traditions of the European labor movement.!” The earliest
stratum in which the roots of such respect can be found is the revolution-
ary movement in the period before the establishment of the socialist sys-
tem in countries where socialism triumphed through its own internal re-
sources [—2.3]. These countries were repressive regimes where the
revolutionaries, and in particular the members of the Communist party,
were working amid persecution, and in many places and periods in a
state of illegality. The movement could never have survived without dis-
cipline. Moreover, it was preparing for a revolution that would entail
armed struggle, guerrilla warfare, revolutionary onslaught, and civil war,
all of which required military discipline as well. After the victory of the
revolution, civilian, peacetime power is taken over by persons who have
grown accustomed to orders and obedience.

In the transitional period the party requires its members and the func-
tionaries of the party and state to act in a disciplined fashion, because
they are surrounded by chaos, because society has disintegrated and a
new.order must be established, and because a military struggle is in prog-
ress against inside and outside enemies. The nationalization of factories

and other organizations has begun, and their management also requires

discipline.

The most important layer of historical soil in which the attitude of
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considering discipline and loyalty as moral imperatives can grow is the
process by which the classical socialist system is erected. Later in the
book [—7.3, 21.10] there will be a detailed treatment of the bureaucratic
regulation of society and the economy, for which this ethical stance is
indispensable. ..
The virtues of discipline are closely linked with those of willing sacri- _w\_
fice. Individuals must be prepared to subordinate their own interests to ¢
higher interests, as defined in a specific situation by the bureaucracy. If |
need be they should take on extra work outside the officially vqnmna,o&w
working hours. If need be they should renounce the pleasures of impro

16This criterion was formulated in an extreme form by S. Stasevski, a Warsaw secretary urwm Power and u&mc_ow%

" of the Polish Communist party at one time: ‘“The party’s personnel policy [is]: No one has. %

to be competent in any post; he merely has to be loyal.”” Quoted by R. Toranska (1587
p. 187).

""Marx, an out-and-out member of the European Jewish intelligentsia, to whom th

“military” qualities were totally alien, considered de omnibus dubitandum (one should b

doubtful in all things) his favorite motto. Sce D. McLellan (1973, p. 457).

@.. ce the party has seized power

: : and become its sole i

ce ty b ; possessor, it must

: Hnrunm_.mWW under any circumstances. Stalin quotes Lenin’s dictum
?.wnmamuﬁm_ question of the revolu-

¢ “The seizure of power is only the

hat ““the question of power is the
: 2
and then adds the following




60 CHAPTER 4

beginning. . . . The whole point is to retain power, to consolidate it, and
make it invincible.” ™ ,

In the official ideology’s system of values, power is no mere means of
attaining other primary objectives; it becomes in its own right a primary
good of intrinsic, ultimate value. This must be borne in mind when as-
sessing how the socialist system performs. To return to an earlier analogy
[—1.7], when grading the system the following can be considered as one
of the subjects of study or assessment criteria: How firmly is power in
the Communist party’s hands? The official ideology would suggest that
this subject has great weight in the school report. As mentioned in chap-
ter 3, the classical system scores well in this subject, since it erects the
institutional frame ensuring that power is retained.

As the introduction to the chapter emphasized, power and the official
ideology are as inseparably linked as body and soul. It would seem futile
to ask which came first, the institutions and organizations that created
the classical system, or the ideas that motivated the members of those
institutions and organizations. Throughout the process, before the revo-
lution, in the transitional period, and during the evolution of the classical
system, the word is made flesh in the deeds of living persons. Conversely,
these deeds, and subsequently the emerging system’s need to legitimate
and justify itself, constantly adjust and modify these ideas until the offi-
cial ideology of the classical system matures. Institutions, organizations,
and movements, on the one hand, and programs, expectations, convic- -
tions, moral imperatives, and values, on the other, all combine to bring -
about and maintain the classical system. 3

In this respect there is some similarity between the role of the Commu-

nist party under the classical system and the role of the Catholic church
in the Middle Ages. Both enjoy ‘‘secular’” power bound up with state
power, and both exert a vast ideological influence. Each in its period has -
an ideological monopoly guaranteed by power and persecutes all heresy
and heterodoxy. Each has a strictly organized, centralized, hierarchical -
structure and maintains a tough discipline in its own apparatus.

Of course, one should not take the comparison too far. The role of the
Communist party and official socialist ideclogy in the classical socialist |
system is something historically unique and incomparable with any other
historical phenomenon.

Max Weber argued that Protestantism played an important part

185¢e J. V. Stalin (1947, p. 39).
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Property

.ﬁ?ﬂ. words, excludes nonowners from making arbitrary use of the prop-
erty without the owner’s consent. ;

So property means, on the one hand, a relation between a person and
a thing; for instance, a garment is the property of a single person. On
the other hand, it means also a social relationship between persons:? the
specific relationship between owners and nonowners supported by the
social mechanism for the enforcement of property rights.

. Property is a compound, comprehensive concept that is worth break-
ing down into its constituents. These will be examined by means of a
‘number of different classification criteria.’

- The first such criterion concerns what it is that the owner has in his
her possession. Here are some of the more important alternatives:

THE DISCUSSION begins with an explanation of the concepts involved in
the problem. This is followed by a methodical examination of property
rights under the classical socialist system.

5.1 Explanation of the Concepts

A simple distinction is often made: capitalism is associated with private
ownership and socialism with public ownership. The statement is basi-
cally true, but a more accurate understanding of the situation requires a
somewhat subtler system of concepts.

First of all one must distinguish private goods from public goods. An
example of the former might be a garment, and of the latter the signal
from a lighthouse at sea. If person A is wearing the garment, person B  such a capability is owned by the person doncerned. One only has to
is precluded from wearing it at the same time. By contrast, the fact that . * - consider the case of slavery.)
skipper A is taking his bearings from the lighthouse signal does not pre- e . .
clude skipper B from taking his from the same signal. Three other exam- t is common for one owner to possess several kinds of objects, re-
ples of public goods are sunlight, the human language, and the knowl- ources, and information at once. For instance, the owner of a factory
edge of production processes that have entered the public domain.! containing a variety of machines and buildings may own the patent for

One must not confuse the concept ‘‘public good’’ with ‘‘public prop-

roduction process as well. It is also worth noting, however, that a
erty.”” The mark of a public good is that one cannot establish at a partic- many things ‘‘belonging’” to the factory are not owned by the pro-
ular moment whose property it is, whereas a private good can be owned.

,.ﬂmon at all. For instance, one does not own the workforce, one only
(The latter may be the property of an individual, a group, or the state, es its physical and mental abilities. One may simply rent the site of
but the last case is still one of collective ownership of a private good.) he factory and some of the equipment in it. One may have received
This brings one to an important constituent of the property concept: its

,%..‘. e o:rm capital for the factory as a loan, and so on.
exclusivity. A nonowner may use an owner’s property only by permis- .WE&SM socioeconomic systems it is particularly important to clear
sion. For one to be able to speak of property at all, there has to be a

Up who owns the means of production with which further products and
social mechanism that enforces the assertion of the property rights, in ces can be made. Attention will be centered on this in the subsequent

B An object (such as a garment or a machine).
B A resource (such as land or a natural asset).

- B Information (such as a discovery or knowledge of a production
process).

- B Someone’s personal faculty: physical and mental capabilities by
. virtue of which some service can be offered. (It is not self-evident that

'"There is no universally valid dividing line between private and public goods. The divid
ing line varies through history, depending on the state of technology and the social condi-
tions. The high seas are public goods, but the maritime countries retain the prerogative of
regulating fishing rights in coastal waters. This property right is enforced by mnﬁ“:ma.onmﬂ
courts, by legal and economic sanctions, and as a final resort by naval force. To take
another example, language is a public good, but in practice ordinary people arc precluded o
from using it with the accent of well-to-do people: this language used by a particular social
stratum serves as a private good for that stratum, whose property right is secured by the
social mechanism of upbringing and education.

“This aspect gets special attention in the Marxist approach to the problems of property.
seminal contribution to the development of the ““‘property rights” school was the

fA. A. Alchian (1965) and A. A. Alchian and H. Demsetz (1972). The main ideas

school originate in various earlier theories. To mention only the most important

,_#.munm F. Knight’s theory on uncertainty and risk [1921] (1965) and R. H. Coase’s

lassical work on the theory of the firm and transaction costs (1937, 1960).

E. G. Furubotn and S. Pejovich (1972) were the first to apply the property rights ap-

oach to the behavior of a socialist firm. See also F, L. Pryor (1973).
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sections of the chapter. On the other hand, I will ignore the problems of | : rights of disposal over residual income may be acco ed
property rights over objects for the owner’s personal use.* igation on the part of the owner to assume financial SHM.E mE.M.H.v Y
The second criterion for classification concerns who the owner is. Is he property, af lesst ¢ %Mﬂ& HHE\
it an actual person—an individual, family, or specific group of persons? : Property in question and possibly beyond ”“Em I e value
Oris it a legal entity—a firm, a university, a pension fund or state organi- & of the owner’s private wealth.’ © tota] value
zation, a central government or local authority? !
The third criterion, which needs discussing in a little more detail, con-

| 1 income provide an extremely
_ cerns what the owner is entitled to do. In the following, property rights

SLIONg automatic, spontaneous incentive to the owner. If one makes suc-
cessful use of the property there will be a positive residual income that

are divided into three main groups, which are referred to in the ensuing , \one can use as one likes. If one fails one misses out on that i
il analysis as property rights of type a, b, and c. It is necessary to empha- .the property concerned : oy HIOIE, and

_ size even in advance that we are dealing in all three cases with a group & - sonal wealth

| consisting of a large number of concrete, specific property rights. ! Wwho collaborate in the utilization of some pi i

, b X : ne piece of &
,”_ The individual may exercise the property rights all alone or share, un- ying full rights of disposal over the Smmaﬂ& Ewowwmomw mw\ Mwﬂnoﬁ en
i der specified conditions, the ownership of one and the same property X cial incentive before they have an interest in the success of wmém NHE
Al with other individuals. The latter applies in case of a joint stock com- g i % 0L theutiy-

il pany, for instance, where an individual’s ownership of a property is de- e .‘ by everything in the case of type a ri
fined by his or her share in it. In the first abstract discussion of the three
main types of property rights in this section the above alternatives are d negative residual income
| not distinguished yet and the ‘“‘owner’” is talked about in the singular. I " Dproperty rights are full if, and only if
_ shall return to this problem later [—5.2]. ] ‘affects the owner’s own pocket.8
a. Rights to residual income. The owner has the right to dispose of the L b. Rights of alienation or transferability. Rights of this ¢

income generated by the property. One generally arrives at a more accu- that allow the owner to sell property for _.B.onow rent it § Hsum are Eomm
rate description by defining this right as one to the residual part of the - agift, or bequeath it to heirs. Not all the four E.,Em 5 s mHmmﬂn F.ﬂ &
income, meaning that having deducted all the costs associated with utili- For instance, it m e Hg,,n o mw " moﬂmmmmz ¥ coincide.
zation of the property from the income obtained with the help of it, the "ot to sell it, or vice versa. , JECt or resource, but
il remaining income belongs to the owner.® The owner is free to decide how

much of the residual income to use for such specific purposes as individ- ;- iwell. If the owner has obtained the propert Mwoammnmgm Incentive as
ual and family consumption, investment, the acquisition of further prop- i 1t again by sale, he or she has an interest mM gw%n:“o Hw_wmﬁ wma n:wwowom
| erty, E:.H 50 on.® 3 . . . of the property increases as much as possjble _uﬂ.imn.w the t rywdony
The rights of disposal over the residual income are full if the owner b 15. The same interest in increasing wealth li - ﬁwm.ummo, _
can, if he or she so wishes, spend it all on personal consumption. (It will © property has been obtained by the owner as a M.v% es, of course, if .Em i
be seen later that in the case of a state-owned firm in a socialist society disposed of as a gift or a legacy. Th B8 gl tra legacy, or if itis |
the rights of disposal are restricted in this respect.) gacy. he owner also has an interest in seeing h

est possible terms, assuming the I

“This is termed personal property in the teaching of official political cconomy in the
socialist countries. o
*To clarify the concept of residual income it is worth considering the position of a tenant
farmer who pays a fixed rent to the landowner for the use of the land. In this case the 11

residual income is made up of the income from the produce of the land, less all costs

T . oy
B it 'The S.on.ﬂ,: form of joint-stock company and other,
0 w.ﬂ. 1o limit this liability [=5.2, property form no. 3]
1individual who can only dispose of the res; i i
. : i . : : residua,
including the rent. To that extent, it is the tenant who has type a property rights over the | ¢ use of it for his or her own direct profit and ﬂmou _.WM N_MM %Mmﬂ M_Mn_ﬂww ommwmw .QM wm o ,, |
: : ; extent of his
., 0 .umu.noénﬁ. . o . . . % . T OWn property for any loss incurred also belongs among those who need an ** ifici nw, il
®In the case of capitalist production, this right is described as follows in Marxian termi- Centive in the sense used 5. Hie |
nology: the owner of the capital has control over the surplus value. By analogy, this prop- : roperty is used does
erty right can be interpreted as existing under other social systems as well. B :

similar legal institutions arose in

Y
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¢. Rights of control. Other important property rights are those that
concern the utilization of property (management, decision making, and
supervision). The simplest example of this is a small company in private
hands, whose proprietor decides which employees to hire and fire, what
to produce, what price to sell the products for, and so on.

As the example shows, there is not just a single “‘right of control,”
but a collection of numerous, specific rights of control. The owner can
delegate to others, usually to paid employees, one or other, or even the
majority, of these rights. The owner may delegate to different employees
different functions of control. He or she may erect a stratified, hierarchi-
cal control organization. The owner may ensure that employees perform
the functions of control satisfactorily by using a variety of incentive
schemes.’

Although the spheres of rights grouped under a, b, and ¢ can be closely
linked to each other, they are detachable from one another to some ex-
tent. There is a particular significance in the fact that a high proportion
of type c rights can become detached from type a and type b rights in
many respects, that is, the rights of ownership can be separated from the
rights of control.

There is a complementary relationship between the automatic, sponta-
neous incentive provided by full rights of ownership and the artificial
incentive given to those with partial property rights but without that au-
tomatic incentive. Determining where and in the performance of which
social functions to rely on automatic, spontaneous incentive and where
on artificial incentive is one of the fundamental problems facing eco-
nomic systems.

The fourth criterion for classification is to decide what constrains the
owner in exercising property rights. In real life an unconditional property
right is extremely rare. Many property rights are constrained by state
and legal regulations, or at least by customary law, tradition, and accept-
ed codes of morality. Even under the systems that allow the greatest free-
dom to enterprise and competition, the owner’s hands are tied by a myr-
iad of constraints.

The principal-agent relationship is analyzed in a wide-ranging body of writing that
covers an increasing number of problems. The pioneers of this research program are K. J.
Arrow (1964), T. Groves (1973), S. A. Ross (1973), and J. A. Mirrlees (1974, 1976). Com-

prehensive summaries of the theoretical writings in this field are provided by O. Hart and

B. R. Holmstrém (1987), the study by B. R. Holmstrém and J. Tirole (1989), and the entry
by J. E. Stiglitz in The New Palgrave (1987, 3:966-72).

There is a noteworthy literature on hierarchies. The pioneer was O. E. Williamson (1967,
1975). The theoretical and mathematical analysis of hierarchies is dealt with in numerous
works. See, for instance, G. A. Calvo and S. Wellisz (1978), T. C. Koopmans and J. M,
Montias (1971), Y. Qian (1990), and S. Rosen (1982).

PROPERTY 67

. Finally, there is a fifth classification criterion: the distinction to be
. drawn between nominal property rights laid down in legally valid docu-
ments and real property rights.

ﬁm.mmoim O__m_.uﬂn..mmgnw_.owa_.mwmo_.n_meomc_.m:abn_éi
of the Socialist System ‘

o In terms of the classification criteria discussed in the previous section, a
. variety of configurations of property rights (or, to use a synonymous
. expression, a variety of property relations) can come into being. Bach
configuration can be described according to what object constitutes the
property or what set of objects together makes up the object that consti-
-1 utes the property, who the owner is and what property rights he or she
possesses subject to what constraints, and finally, to what extent this
package” of property rights is nominal and to what extent it is real. In
“theory, the number of possible configurations is infinite,'® but in fact,
Istorical systems give rise to specific types of configuration. From now
on these types of configuration will be called property forms. Each prop-
.,mE\ form is actually a theoretical model in which one or other of the
pecific features in the previous classification is ignored and only a few
general characteristics are emphasized.
' Before turning to the actual subject of the chapter, the property forms
that operate under the classical socialist system, it is worth considering
s * briefly three property forms typical of contemporary capitalism.

1. The family undertaking. The main item in this category is the family
arm, but, of course, family undertakings appear in industry, trade, and
‘other service sectors as well.

Remaining with the example of the family farm, the family owns the
land, all the main means of production for working it, and the livestock.
‘The family owns its own house and farm buildings.

i _B.,Em is one of the weightiest arguments against unqualified use of the Marxist interpre-
. fation of the category ‘‘class’ [—3.4]. The customary Marxist definition of class is the set
X fthose people whose property relations, primarily their relation to the means of produc-
¢ tion, is the same in the society concerned. But it is hard to decide, because of the large
number of configurations of property rights, what degree of similarity to expect from the
specific configurations in order to place various individuals in the same class. Are a com-
‘plete pauper and one who has an interest-bearing bank account and a summer cottage
rented out equally members of the ““working class™? Can one consider equally as members
of ithe ‘‘capitalist class’ the person whose family owns an undertaking that employs a
‘couple of hands with all the rights of type a, b, and ¢, and the opulent shareholder who
by.and large has type a rights to the extent of shares but does not intervene in the manage-
ient of the company (type ¢ rights)? Is a senior employee with a good salary who is also

asignificant sharcholder at once a member of the working and capitalist classes?
e o
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- The proprietor may be an individual or a family, but outsiders too

. e he household and the production ) : . . " ;
There is no sharp division between the hou . can associate to bring common property into being. (Along with other

undertaking; part of the produce is consumed by Em.mmasw itself and
part is sold on the market. The family exclusively uses its own labor, not
employing any outside manpower at all." )

At an advanced stage of economic development nrnam.nmw emerge fam-
ily undertakings that are highly mechanized, highly nmEmm:NmP and very
productive, to which it is debatable whether the expression .m_ﬁm:-mn&a
plant” applies. But in general this is not the case in the societies s&ﬂ.n
a (self-induced) socialist revolution has taken place [—2.3]. In these moﬁ.
eties, family undertakings are indisputably mB.m:-mom.Ho plants, and their
possessor-families belong to the poorer strata in moQaJ\..

In a family undertaking the owner possesses all the rights of types a
b, and c. There is no separation of ownership from nomﬁor The ?Sz.«
(in a traditional society, usually the head of the family) is both the nomi-
nal and the actual owner, and at the same time the decision .E&@. in all
business and production matters. The family has the Bo.ﬂ a.:wﬁ Gnﬁdmﬁ
possible in the success of the undertaking, m_.ﬁ no outside incentives of
any kind are needed for this interest to assert itself.'* . |

All of what has been said about the family farm applies by analogy to
family undertakings in the other sectors. b

In the case of forms 2 and 3, described below, the owners .omq the cmm__m,ﬁ
means of production utilize their property with the help of rnnm _mcov. €
These owners are capitalists. In this case this book adopts Marxist termi- =
nology, describing as ‘‘capitalist’’ those who in the mﬁoé wmnmw are pro-
prietors of firms employing hired labor. The term ““firm,” by the way,
will be reserved for organizations employing labor on a vmn.anaE basis i
Forms 2 and 3 describe capitalist firms. Socialist firms will be covered i
i tion 5.3. .
- wmwaﬂvm owner-managed private firm with unlimited mnimm&. The ann.ﬁ-,
sive distinction between forms 1 and 2 is whether or not outside labor _m.n
employed. The difference is not conspicuous if the number mBEowma is
small, but it becomes so in the case of medium-sized or large firms.

, this last possibility distinguishes form 2 from form 1, an
un ing that remains strictly within the family framework.) The pro-
Wmu.mﬁoa fully enjoy both the ownership rights (rights of types a and b)
- and the basic decision-making rights (type c rights). Production and mar-
keting are directed by the owners themselves, who only concede lower
anagerial positions with a narrow sphere of authority to paid employ-
- So the proprietors work together’ with (and confront) their hired
orkers as living, visible persons.

The entire net profit belongs to the owners. If the firm should become
solvent, however, they are respomnsible for its debts to.the extent of
ir private wealth, not just the wealth tied up in the firm. (As will be
seen, this is the main way in which this form differs from the company
orm.) The private income and wealth of the proprietors are closely and
equivocally connected with the income and wealth of thé firm.

3. The joint-stock company in private ownership. With this form a
*large number of proprietors own the firm collectively. Sometimes the
.,m_w of the shares is concentrated into relatively few hands, in which
] nmmw.%a main proprietors may become “‘visible,’” but frequently the
~shareholders are not personally to the fore, and in contrast to form 2,
the property becomes ‘‘depersonalized.’’

The cases in which the majority of (or even all) the shares in a com-
any are held by the state will be disregarded, and the discussion will be
confined to companies in which the majority of the shares are the prop-
ty of private persons, of legal entities not owned by the state, or of
vate institutions. 4
* The company’s residual income belongs to the shareholder, who re-
ceives part of it in the form of dividends on shares, while the other part
is reinvested (type a rights). The shareholder can dispose freely of shares,
hat is, the property consisting of the proportion of the company each

hare represents (type b rights).

2 e urthermore, the company form differs from form 2 in that liability

""For simplicity’s sake, casually employed outside labor is ignored. If a farm aaaamm. bS] @:&” zﬁ. owner is :m.Em for the company’s debts only to the extent
labor permanently, it is no longer a “‘pure” family nnnnnmxwﬁ. . " % 0 Em or her investment (i.e., the value n.vm the owner’s shares). A com-

The property form described in this book as a pure family undertaking coincides more = pany is not the same as the sum of its individual proprietors, it is a sepa-

. : 4 i it” i i rm % " .
or less with what is known as a *‘small-scale commodity production unit”” in Marxist te 8 te legal entity. Should the firm become insolvent and the shares lose
nology. i

"?The problem is put lucidly in the title of an article by Lester Hucmoé (Financial 33@4,,..
September 6, 1986): ‘““Who Stays Up with the Sick Cow?” On a family farm the answer J
clearly-the family, or, more specifically, the member of it to whom the task has been m:.am ]
by the head of the family. . o

"By definition, the category “‘property rights” includes also Ew degree to which the |
individual is in command of his or her own labor or to which it is at the command o

itali iding employment, or the state
another: a slaveowner, a feudal lord, a capitalist firm providing employ; A V

s,

‘American and British terminology can casily mislead a reader not fully familiar with

company is called “‘public’ if its shares are quoted on the stock exchange, having
filled the stock exchange’s stipulations for quotation. The word public refers not to
lic ownership but to the accessibility of the shares to the public as items bought and
SO w,,mu the stock market. Shares in such a public company may be exclusively in private

hands, but they could also be owned by the state,
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their value, the shareholders’ private wealth is not affected. So the %M”T
nection of private income and private wealth, on ﬁrm.ono hand, mu_ M
firm’s income and the firm’s wealth, on the other, is not so tota w..a
symmetrical as it is in the case of form 2. Zﬁ:mﬁr_&mm? Eo no_._.uwoﬂﬂh
remains quite strong: the shareholder has a prime interest in seeing
the company is profitable and has good ,csm:.amm mxﬁmoﬁwﬁoum.. :
The final word on the proportions in which the residual Eno.En mm
divided belongs to the general meeting of mrm‘ﬁawoaﬁm,. but even :M t M
preparations for the general meeting the leading executives Em«rm mM
sive part. Nominally they are just employees .opn z._w OWNErs, w o:E uu
dismiss them at any time and appoint others in their place. The share
holders are often unorganized, however, msm so the H.Enmma_.m come 2“,
possess a high degree of independent mmhwo:w«, H%omaﬂ_m a separation o
ip from control not found in forms 1 and 2.
oimm..aw m”vmh,om one group of property rights, those of control (type ¢

rights) pass largely—but not totally—into the hands of the leading n%n. !
agers. However great the independent authority possessed by the leading

marnagers of a company, they still depend heavily on ,%m m:maasoﬁman.
A variety of incentives emerge. If the company flourishes, grows, an

enjoys good business prospects over an extended period, the Hmmmmnm ex: !
ecutives will receive very high salaries and bonuses. Perhaps more :unon., ]
tant still are the negative incentives. Shareholders may <oﬁ.m with Hwﬂz .”
feet: if the executives manage the company wmn.@ and the _%n.q Rmc.ﬁﬁ
are poor or negative, or if the company’s vo&:os by noEwmzmo% Mﬂ. p
its competitors worsens, the sharcholders will try to mo.» rid of their

shares, whose price will fall. It can happen that an mmmam.mmzn new E.Q.M._.
takes over the company, bringing the reign of the previous anmmmuﬂ
group to an end. A manager’s whole career can be mﬂmnﬁma by E:am. er
the company succeeds or fails and whether the proprietors earn a Hmr.

or low profit.

All three forms belong to a broader class of nonmmﬁmmoam of property
rights, that of private property forms. The class also contains other con- |

figurations that cannot be described here, but in any case, these thre

: ert
examples are enough to convey what should be :nmﬁ.ﬂooa as a prop |

form.'®

“On this see A. A. Berle and G. C. Means [1932] (1968) for an account of how the

shareholders lose power to the management. Also see J. Burnham (1941), who coined th

phrase managerial revolution, and A. D. Chandler’s maEm.na work .Cwqd. g m_.u
6State-owned firms exist also under nonsocialist socioeconomic systems. Som

wholly owned by the state and some are mixed firms in which state ownership dominates

(for instance, a company in which the state owns a majority shareholding). This propert
form will not be dealt with in any detail.

i
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5.3 The State-Owned Firm

. In line with the overall plan of the book, I shall not be discussing the

= historical process whereby the property forms characteristic of the classi-
=

cal socialist system came into being. Instead, I shall turn immediately to
A,J_z.a “‘end-product,”’ the mature, stabilized forms. At most, I shall men-
tion briefly the course of development for a few forms along the:way.
\ The first and most important property form is the bureaucratic state-
- owned firm." (For brevity’s sake the word “bureaucratic”’ will usually
'~ be dropped.) Table 5.1 shows the share of the state-owned sector in var-
ious socialist and capitalist cousitries.
. The property form of the state-owned firm occupies the “‘commanding
eights’’* of the socialist econemy, the positions that allow the other,
10nstate sectors of the economy to be dominated: mining, Energy pro-
‘duction and manufacturing, transport, domestic wholesale trading, for-
eign trading, banking, and insurance. On the other hand, agriculture,
etail trading, and other services to the general public do not qualify as
commanding heights,” and although state-owned firms appear in
hem, other property forms occur alongside and may even predominate.
The nominal owner of a state-owned firm is the state represented by
he national government. According to official ideology, the sector is the
oroperty of ““the whole of the people’ or ““the whole of society.”” This
Inguishes it {rom other, likewise nonprivate property forms, for in-
from a firm owned by a regional organization of the state, or
om a cooperative, in which the owner, acgording to the official ideol-
gy, is only a part of the people (the population of the region concerned
or the membership of the cooperative).
o look beyond the nominal ownership and analyze the real content
of the' property form, one must examine the various specific property
more closely.
~a. The first main group of property rights are those of disposal of the
esidual income from utilization of the property. Under classical social-
sm this residual income flows into the central budget of the state. No
definitive distinction is made between what is described under capitalist
SV ﬂBm as company ‘‘taxation’ paid to the state and what qualifies as
he profits of the firm. The sum of all payments to the state budget
constitutes the centralized net income of the state sector.

he state-owned firm in the classical socialist system shows a host of pronounced fea-
that can be observed in state-owned firms in capitalist countries as well, although in
xtreme form. (See, for instance, discussion of the problems of depersonalizing of
roperty in this section, the relationship between bureaucracy and the state-owned firm
[.3-7.5], and the softening of financial discipline of the state-owned firm [—8.4].)
he expression was coined by Lenin.
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TABLE 5.1

: In this context, it becomes a problem to say exactly what is meant by
The Share of the Public Sector: International Comparison

- the expression ‘“residual income.”” One and the same central bureaucracy
Share of { s deciding on the state-owned firm’s selling prices, the wages it pays its
Year Public Sector : .muinnam_ the price of the means of production it uses, and the contribu-

o ons it must pay into the state budget. The bureaucracy decides what

Socialist countries

" roportion of the gross returns must be delivered by each state-owned
Bulgaria 1970 #; irm under the heading of centralized net income (or what budgetary
. 1988 95.9 - support the firm receives, i.e., how much its negative net income is). Of
Cuba i course, the same applies to the sum of all the state-owned firms as to
Czechoslovakia 1988 : each firm individually: the bureaucracy decides what proportion of the
East Germany 1988 96.4 EH budgetary income will derive from the centralized net income of
92.9 the state sector, and the headings and other channels for the rest of the
Hungary 1258 ;State income. Much the same applies on the expenditure side. The
Polund. 1988 8.2 mount remitted from the central budget under any heading to any state-
; 1980 95.5 @na firm or to the sum of all state-owned firms does not depend on
Romania € amount received from the same firm or from the sum of all the state-
Vietnam 1987 L owned firms.
Yugoslavia® 1987 86.5 To summarize: the residual income in the case of this property form

f an economic magnitude set arbitrarily by the bureaucracy. But once

Capitalist countries has been set (in the technical terms of fiscal management) it flows into

PRy 1978-79 14.5 entral budget of the state, and in that sense the owner is the “‘state

16.5 ers.”” So one must rephrase the question to ask: Who has control

France 1982 , ;...m he state budget? And who sets all the econormic parameters (prices,

Greece 1979 e Wages, taxes, etc.) that have just been established to be the factors deter-

’ 1982 14.0 ning the size of the residual income? The answer to both questions is

Italy 49 same: this right of disposal belongs to the bureaucracy. So behind

Spain 1979 ; personal institution of the “‘state coffers’” is the group in power,

) . 11.1 and the type a property rights are theirs.

United Kingdom 178 1.3 _ *wmn type a property rights are broader in one dimension and nar-

United States 1983 ; , Wer in another than they are in the case of a private owner. In the
West Germany 1982 10.7

ite owner’s case one is talking of residual income in the strict sense.

ough the amount of residual income that remains in the private own-
ands depends on his or her own activit

Source: The data on socialist countries were noBE_nm by m..g:&u@ for ﬁmmﬂoox., ..umo :
the basis of, an official CMEA statistical v_om&mcw (Finansy i mﬁcmﬁwmwmﬂm mw uu.__.?
and Savezni Zavod za Statistiku (Federal mﬂmmmﬁ.nup Oﬁmnn. Belgrade) ( s P9z}l
data on capitalist countries are taken from B. _Szmn.oSn A.Gmm. p- _mw o

Note: The figures refer to the percentage of national mann..aa in t e nmﬂrn P
countries and to the percentage of GDP in the case of capitalist ,no,.ﬁ._.E.am_Mv e omm n‘ﬁ
socialist countries include not only state-owned firms m:.n oﬁmn_nﬁ.posm. Hcﬂ al cmwoa wu..n !
tural cooperatives and the net output of household ﬁmqﬂ_nmu i.e., u:«..w.ma p omﬂ s  the
members of these cooperatives. The unrecorded contribution of the ms oﬂﬁw oon
disregarded. Because of the inclusion of the output o.m wonmnroE ﬁmna._hmﬁ.m frot
of the informal sector, the figures do not reflect sufficiently the contribution A
sector.

"Only state-owned scctor. )

®On the basis of Gross Material Product at 1972 prices.

" as has been seen, almost totally by the bureaucracy itself. On the other
hand, this right of disposal is narrower, since no individual member of
bureaucracy has a total right of disposal over the residual income.
ght of disposal is restricted by a web of regulations and prohibi-
Ons. 2
“_va a property rights are concentrated most of all in the hands
hose with the greatest influence on the setting of the plans, state in-
nd expenditure, prices, and wages. But at these levels of decision-
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making rights, the personal income and wealth of the most influential
individuals is unconnected with the income and wealth of the state-
owned firms. None of the profit from the state-owned firm passes auto-
matically into the pockets of these members of the bureaucracy, and,
conversely, they need not contribute out of their own pockets to any of
the state-owned firm’s losses. Since the connection between the ‘‘per-
sonal pocket’” and the residual income of the state-owned firm is entirely
absent, those who otherwise have the deciding voice in how the residual
income is used are not real owners at all from this point of view. The
automatic, spontaneous incentive noted with private property does not
apply. Society must rely wholly on artificial incentives.

It is customary under the classical socialist system to employ incentive
schemes that could give the top executives of state-owned firms a mea-
sure of interest in raising profits, and the interest may even extend to the
firm’s whole workforce. But it is normally a loose and weak interest.
The scale (usually small) and precise formula of the incentive are set
arbitrarily by the higher authorities, so that it becomes a mere means of
control, that is, an incentive of the kind described earlier as artificial,
and not a type a property right under which the whole residual income
belongs to the owner.

b. State-owned firms do not constitute objects for purchase or sale;
they cannot be leased out, given away, or inherited. Under the classical
socialist system the property rights of alienation cannot be exercised by
anyone, not even the “‘state’” as the nominal owner.

c. The property rights of control are exercised by the bureaucracy. The
activities are controlled by a hierarchical bureaucracy within the state-
owned firm, and this bureaucracy constitutes the lower levels of a hier-
archy embracing the whole of society. There are still numerous levels
above it, right up to the peak of the hierarchical pyramid of power, the
top person in the system. Although the type c rights are exercised by the
bureaucracy as a whole, they are unevenly distributed among it, accord
ing to the relative influence of individual bodies in the apparatus and
individuals within those bodies. Bureaucratic control will be discussed in

detail in the next chapter. Here it is only necessary to put forward a few
notions closely connected with the subject of this chapter.

The bureaucratic apparatus exercising direct control (type c rights
over the state-owned firms is separated organizationally from the appa
ratus handling the state’s financial affairs (and exercising type a rights)
Only at the very top are these two branches of the bureaucracy unde
the common direction of the party general secretary, the Political Com

i B 1 dving discussed in some detail the property form of the firm owned by

One can leave open the question of whether the bureaucracy is acting: R ..
3 : 1he national government, it is enough t i i
le o in jts own, narrower interest when : : ) £ to mention briefly that other state
for the good of the whole peop W o perty forms exist under this system too.

mﬂ exercises its type a and type c rights, that is, disposal of the residual
income and the rights of control, since it is irrelevant to a clarification
. of ﬂ.rn nature of property. A private capitalist owner remains a private
capitalist owner even if he or she constantly distributes all income for

mﬁénm the needs of the people to the fullest possible extent. Likewise
even if the leading stratum of a bureaucratic socialist power should :ﬁw
- an ascetic life, if it should consider its prime task to be the raising of the
‘population’s material standard of living, and if it should carry out this
ask effectively, the property relations of the state-owned firm remain
ureaucratic in the sense described above.,

. It follows from the line of thinking pursued so far that the expression
‘ ‘property of the whole people”” is merely ideological in nature. It does
- not express the real property relations that subsist in the state-owned
ms of classical socialism.

mm_..oEaBUn_. what was established in the previous section in the case of
private property forms about the depersonalizing of property and about
wn separation of the rights of ownership from those of control as one
noves from the family undertaking to the joint-stock company. Clearly
n the classical socialist firm both these tendencies are taken to their mcu
solute limits.

- The depersonalizing of property becomes extreme. Whatever state-
“owned firm one takes as an example, there is no individual, family, or
~small group of partners to whom one can point as owners. Since no one
' can pocket the profits and no one need pay out of his own pocket for
e losses, property in this sense is not only depersonalized but elimi-
:x.r State property belongs to all and to none.

‘cﬁﬂEn the impersonal, faceless bureaucracy there is a rigid division
etween the bureaucratic apparatus collecting the residual income and
e cne controlling production. But it must be added that by comparison
,w the division under modern capitalism, there is in a sense a degree
0 :ﬂzum.os: taking place. After all, the bureaucracy under classical
on.bmH 15 a centralized, uniform social formation that uses hierarchical
division of responsibilities to exercise a specific set of property rights:
- some of the rights of ownership and all of those of control.

- altruistic purposes and runs a factory in such a way that its production
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; e £
One widespread form is the firm owned by a a.mm:.zwﬁ onmﬂﬂmmﬂ“ow%m
i i tional or provincial gover ;
the state (in federal countries, a na rhodbee
i i il). All of what was said in s 3ap
county, city, or village counci : e
i i the nominal owner is the
lies also to this form, except Emﬁ. . . e
wmﬁo: of a smaller territorial unit. But in the H.mmﬁ resort HEM. Mnm%ﬁ
state organization is itself part of the all-embracing bureaucratic p l
i i trol.
ubordinate to higher levels of cont o .
mb%%a other, equally widespread form is the institution smr%nmw HMMMM
i ither the central governmen :
wealth is owned by the state (ei s
izati tate control, but which does it
state organization) and under s 068 MoF e
irm’’ he most common name app
as a ““firm’’ under state law. T commo :
budgetary institution. This kind of oammEwam.ﬁ; is u.m %ﬂwmnunm M<Mwna=mnm
i its i its expenditure. .
inally to make its income cover ] e
i 11 expenditure mncu
es to the state budget, which covers a pel e
WNMMQ& from the state-owned firm, where it is merely the positive

i e
negative.balance between income and eﬁnbawﬁﬁ.m :am.” m?.am cmﬂémws M”.n :
m%ﬁ and the state budget.) Examples of institutions in this category |

the state-run universities, hospitals, and museums.

It is tempting to compare these institutions with %m ucvaoM_M Mwmmw.mg :
i itali i hich themselves can be contras . |
tions of capitalist countries, w : ok
i i i fit. But the compariso .
italist firms intent on making a pro ut ! o
MMMHH&“ apt. In fact, there is no real profit Boﬁd in the classical woﬂw__w._.. |
state-owned firm either [—8.4], and the anoEob. o::iggwwcﬁ %m QMQ '
' i izati hould be a ““firm’’ or a “‘bu i
status of a particular organization s : i
ituti is fai i 19 In terms of the subject of t b
institution’” is fairly arbitrary. ) Nodvic.
i is little real difference between ;
roperty relations, there is litt i : ! 3
WSMQAW rights apply analogously in both. Each is a species of bur .

cratic state property.

5.5 The Cooperative

The second basic property form under the classical socialist mwmmwa épw:ﬂ
cooperative.?® Its importance is mainly in mmDaEES, and so this
dealt with in more detail.

i i ) i firms
among the latter. Ordinarily, the organizations in the productive mnM"o“«wnmu:m“mEm.onm
those in the nonproductive sectors operate in the legal :.ww:w oh.nw“ Mammﬂmumcwmrua o

i av
The state-controlled cooperatives about to be dealt wit

partnerships [—19.2].

* asmall proportion of production, The d

- countries as well,
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Different countries use different names, for instance, an agricultural
cooperative in the Soviet Union is called a kolkhoz. In line with the over-
all plan of the book, the main emphasis will be on examining the features
common to them all.? ,
In most countries the classic agricultural cooperative is exclusively a
roduction and sales cooperative. Nominally, it is an organization based
on voluntary association of its members, in which the means of produe-
tion form the collective property of the cooperative, and the membership

itself elects its leaders. In practice, it differs substantially from the fore-
going description.

about the collectivization in the Soviet Union are shown in table 5.2 and

. figure 5.1. Before this happened there existed agricultural cooperatives
.~ organized in a more or less voluntary way, but they accounted for only

lominant property form in agri-

dertakings employing outside labor, but not in large numbers. According
to the Marxist classification the former are small commodity producers
- and the latter capitalist farms. Other criteria besides regular employment
of outside labor have been used to classify a farm as capitalist: ownership
* of more than a specific area of land or number of livestock, or of g
‘threshing machine, or of some other large piece of equipment could suf-
ce to classify a farm as capitalist. Small-scale capitalist peasants in the
iet Union were known as kulaks, a name that spread to other socialist

Aggressive persuasion, threats, and brutal sanctions against resisters
ere used during the mass

collectivization to induce the owners of small
..: ant farms to abandon farming on their own account, join the coop-
erative, and hand over their land® and other means of production. The

| ;
‘Economists inside and outside the socialist countries also use the expression collective
‘operty. This book refrains from using the expre:

ssion because it could be misleading:
bureaucratic state property described in the previous section is also *‘collective,’” both

nally and in reality. This collective character becomes particularly apparent if one
pares it to individual, private property.

| =The history of Yugoslavia and Poland differs from this to some extent. E:.Ecww there

orcible collectivization, the campaign was not carried through consistently, so that a
1cant proportion of agriculture remained as noncollectivized family undertakings. In

 Tespect these two countries never arrived completely at the pure form of the classical
em. .

e
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TABLE 5.2 e L
Collectivization of Soviet Agriculture 120 .
3
Peasant Households Gross e A
Collective Coliectivized of Total Agricultural Livestock 1
Farms Number of House- Production Production 100 I J ¥
Year (thousands) holds (percent) (index) findex) et 5 i, T
1913 = — 96 87 e EeN S
1918 1.6 0.1 — - 80 |- N
1928 R 17 100 100 Es 1
1929 57.0 3.9 93 87 e T T
collectivized L ;
1930 85.9 23.6 88 65 | ---- Agricultural production
1931 211.1 52.7 84 57 s [vgstock produetion
40 -
1932 211.1 61.5 76 48
1933 — — 82 51 E
1934 — — 86 52 20 [~
1935 245.4 83.2 99 74 B
1936 == - 93 76 oL _ 61 ot Lol
1937 — — 116 83 1918 1928 30 32 34 36 1938
1938 242.4 93.5 107 100 FIGURE 5.1 Collectivization of Soviet Agriculture

‘Source: P.R. Gregory and R.C. Stuar
net t (1986 ;
Source: P. R. Gregory and R. C. Stuart (1986, pp. 109, 111). e

._oma.amu.ém. omE.HoH .@m described as truly voluntary associations even
Mmﬂ Sm:Ez.oum:Nmﬁ.Ho:. They cannot choose freely whether (1) to leave
i€ cooperative GH..;. they have never been a member, to refrain from
fo) mu and work in a family undertaking based on private property
2 _ummﬁ 5 WMNV B employ nndumsmém outside labor in their own agricultural
ndertaking g.m they can afford it; or (3) to join the cooperative on a
fpwﬂﬂw basis (or, if they are already members, to remain voluntar
nem bers). Anyone wanting to work on the land must be a noogumﬂ{w
1ber (or possibly an employee of a state farm). =
he leadership of the cooperative is only nominally elected by the
en .uw_.m. In fact, they are appointed members of the bureaucracy, and
0 this respect they are .F a position no different from elected omqwﬁ.&m
H,mu_nmﬂmm HE:WMN mmwmnﬁmaoum or elected members of national or local
. ._ ...Hﬁ.mm:oﬂmnw.. ey too are totally dependent on the upper levels of
&.,:.., or can the leadership of the cooperative decide Hua%wbmnn_zw how
Juse ﬁ..rm cooperative’s income. The use is restricted by general regula-

‘tiens and by occasional, specific inter i
gar , 'ventions from ab
1ghts of type a are absent.) i R

small capitalist (kulak) farms were confiscated. Their owners in the So-
viet Union and several other socialist countries were subjected to terror.
that extended to mass physical assault, deportation, imprisonment, and.
execution. Often small-scale producer peasants were classified arbitrarily &
as kulaks and subjected to the same treatment, which increased the anx-
iety of those around them and helped induce people to join the cooper:
tive in mass. :

The trauma of forcible collectivization® left permanent scars on €00
erative agriculture. After the cooperative sector had become institutions:
alized and normalized, the brutal mass terror ceased. Since peasants uns
der the classical socialist system have no alternatives, however, ﬁ :

bir

Union, for instance.) In other socialist countries (e.g., Yugoslavia) the peasants farm
individually possess the nominal rights to their land as well.

For accounts of forcible collectivization in the Soviet Union, for instance, sce R
Davies (1980), M. Lewin [1968] (1974), and R. Conquest (1986).
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The leadership may not alienate the cooperative’s means of produc- . TABLE 5.3
tion. Higher authorities decide on transfers of particular means of pro- .
duction and in cases where the cooperative merges with another. (There
are no property rights of type b.)

81

Contribution of Private

The leadership does not have the freedom to decide how the means of Income from Private Sector to Total Output
production are used. The cooperative is as subject to the control of the Plots of Kolkhoz Members Meat o
centralized bureaucracy as any state-owned firm [—7]. (So property (percent of total income) (percent) numwmwwﬁ )
rights of type c are lacking also.) _ 45

It follows from what has been said that there is little real, tangible
distinction under the classical system between the state-owned and the 40 67
cooperative property forms. The latter is more or less a species of bu- 35
reaucratic state property invested with a curious cooperative character. '

In reality, they operate as “‘nationalized’’ cooperatives and their prop- - 31 39
erty can be regarded as quasi-state property. 28

The only essential difference is that cooperative members in the Soviet B

Union and most Eastern European countries are entitled to till some pri- - 29 .30

vate land known as a household plot. This is a tiny holding, and the
peasant actually owns privately only a proportion of the means of pro-
duction on it. The very small piece of land is assigned to an individual -

¥ Source: Column 1: V. G. Trem]

( 1987, tabl ; 3:
S - ( able A3); columns 2 and 3: P, R. Gregory and

4
about collectivization also lays great stre
erations: the advantage of a large und
_m,_ow.om economies of scale. According t
na small family undertaking and j
ho d itself, so that the farm takes few g¢
in he large-scale undertaking productivi
onsumption by the household does not
nt to market will rise appreciably,
hind collectivization

viyler

n fact, this line of argument

another little piece in its stead. Some of the equipment is rented from
the cooperative or the state farm as well. Although the peasant family’s 3
property rights over the household farm are only partial, they do include
the right to the residual income from it (rights of type a). That suffices
to encourage intensive work on it: household farms account for a pro-
portion of the total national production of animal products, vegetables, -
and fruit far in excess of the proportion of the agricultural land the
occupy. Table 5.3 presents data on the household plots of Soviet kolkhoz
members.*
What justifies bringing the cooperative sector of agriculture into be-
ing? There are two sides to the question. On the one hand, what provided
the incentive to eliminate the private property forms? On the other, once *
that had happened, why was this not done openly, as nationalization?
While the collectivization is going on, great emphasis is put in official
propaganda on momentarily relevant arguments. (For example, durin; Tothis question no 2 %
the Soviet collectivization the main one was the grave difficulty in sup-- .£C0) lomy or any uaomom.wwwwm%%“mﬁw valid and true for any sector of the

. . . . .. : NH. . :
plying the cities with grain.) But from the start the official propaganda OIEs, irrespective of the social vo:mn%mhwmw“wmmmw MHH% s ﬁamo
i ? y ronment 1n

$s on longer-term economic con-
ertaking over a small, the princi-
o this argument, productivity is
much is consumed by the house-
bods to market. The claim is that
ty will be far higher. Even if self-
: fall, the proportion of produce
according to the official ideology

parallels the thinking found in Wester
- - . - HH
onomic theory.?” It is worth combining small firms into large ones if

.o mﬂa.a are .So_.a.amﬁ&gr which will manifest itself in higher profits
: E_Eanm with this E.Hm. of thinking for a moment, the key question wm
ciearly whether the efficiency of the large undertaking really is greater.

0 .m%mwwan (state and collective) farming enhances labor productivity through cooper-
10 A_ : ¥ .. . the peasants are able to combine their labor power with the labor of
-+ . and to produce much more than formerly.” J. V. Stalin (1947

*The conditions in Bulgarian agriculture were comparable to the Soviet situation d >
scribed in table 5.3. Here 37 percent of the chicken production, 46.5 percent of the meat
production, and 53.1 percent of the egg production in 1985 came from family smallhol
ings, which accounted for only 12.8 percent of the cultivated land. R. J. McIntyre (198
p. 105). Williamnson (1975) on the theories of transac-

m.ua on the relationship between hierarchies and markers.
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i i i large-
which the small or large undertakings are nvwﬁmﬁﬁw.%mwﬂwwﬂﬂ " MB
i i der the classical sociali
scale cooperative farming un ler T
proved more productive or efficient than m_.dm:,wnmmﬂwwﬂw%ﬂw .
i ivization, however, are no .
The motives for collectivizal s / ‘ . e
considerations and efficiency. Just as big a part, Or cven _Emmoﬁuh HuMmmw 2
by political intentions, the effort to bolster bureaucratic power.

+ - . . . .NHH ‘s,
farming based on private property 18 incompatible with the totalitar

power of the bureaucracy, because .# could come to H”vﬂmww“hw Mﬂﬂﬂmﬂ-
dent social, political, and economic force, érwamwmw mammsﬁmo« s
tive management incorporated into the nasﬁw_ﬁm. QMHM e e
grally into the totalitarian power structure. The Msr nm Np—
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In fact, state farms existed in the agriculture of the classical system
" from the very start. (In the Soviet Union the name used is sovkhaz.)*®
= The long-term tendency toward relegation of the cooperative form is
confirmed by the fact that the ratio of state-owned firms to cooperatives
- is rising steadily in several socialist countries.>
v Compared with what has been said so far, the situation of the Chinese
-ommune needs mentioning specially in one respect. Collectivization was
‘taken even further than in the Soviet Union and many other socialist
ountries. Even such vestiges of private production as household farming
° on the Soviet kolkhoz were eliminated. Communes have not confined
‘themselves to agricultural production; they pursue industrial, commer-
,.M&u and other service activities as well. Collectivization of some of the
onsumption within the commune was introduced. The totalization of
ower was taken further, since the commune combined the functions of
state administration with those of economic control. The commune be-

ame a bureaucratic authority, a firm (or rather a conglomerate pursuing
a diversity of activities), and a consumption community above the indi-
vidual households.

- So far this section has considered agriculture. One finds cooperatives

ther sectors of the classical socialist economy as well, but they do

ot differ in their basic features from the cooperative farms, and the

relative weight of their production in their respective sectors is far less.
therefore refrain for brevity’s sake from discussing them in detail.

~ Private Property and Production Activity .
- of a Private Nature

.pmnn the classical socialist system, private firms employing hired labor

her do not exist or are restricted to a small segment of the economy.
e almost total elimination of private capitalism is precisely what the
of icial ideology considers a major, or even the main, criterion of social-
ism. Only state and cooperative ownership are recognized ideologically

ocialist.

Over a long period another kind of organization owned by the state operated in the
Soviet Union alongside the sovkhoz providing agricultural produce. Known as the *¢
Ine | ﬁ.ﬂoa station,” it rented out larger pieces of machinery (such as tractors and com-
arvesters) to the cooperatives. For a long time the cooperatives did not even have
ght to purchase larger machines, because ownership of them was monopolized by the
atemachine tractor stations. This further increased the cooperatives’ dependence on the
L_u,: state-owned sector. Such stations were set up in several other socialist countrics
B

ma-

1953 the sovkhozes (state farms) worked 9.6 percent of the sown area in the Soviet

y 1983 the proportion was 53.4 percent. P. R. Gregory and R. C. Stuart [1974)
269). ’



