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Even so, there survive a variety of E?mﬁ.ﬁ.ovﬁ@ F:Mwwmﬂoﬁnw M”MMW
related to them, production activities o.m a private H%wﬁmrcium e
are dwarfed by the state and cooperative sectors. 1he 1
EJ&%MWMMQMWWM%LE industry and commerce. In some &mmmmnmmw WMM,HM
ist o.ocwﬁnw, such as East Germany, m‘_”_mmmdp mb.a Mo,”uwmm %M.:mmnﬁoq A
undertakings can operate with an cwmﬁ.& permit, DAk O e
counts for a small proportion of industrial production

i ri-
services. For the sake of illustration, table 5.4 presents data on the p

E5.4 :
M.Wwwﬂwﬂoa of the Private Sector in East Germany, Hungary, and Polan

Private Nonagricultural Employment in the “
Percentage of Total Nonagricultural Employmen

¢ Poland
Year East Germany® Hungary R

20.3 11.6

1949 =
‘ 17.1 6.6

1950 —

2
4.7
1952 34.0 4.5

3.6
1955 30.8 2.7

4.8
1960 21.6 - ‘e
1965 19.0 — _

1970 16.5 3.8 4.4
1972 8.4 3.5¢ 4.0
1975 ” 6.8 3.1
1980 5.9 2:9

A 2, rows 1-4;

Source: Columns 1 and 3: A. Aslund (1985, pp. Nu.ouur whlqwm.nwwwwﬂm mmwsmﬂ ¥
Hungarian Central Statistical Office (1959, pp. 65-66); S“Hamm. E._mw e 1975 2
Hivatal (Central Statistical Office, Budapest) (1971, pp. 104-5; s P 5 :

1980a, pp. 128-29).

i izati “command:
"The data start out in 1949, after the first wave of nationalization, when the “‘co 1

ionalized.
ing heights'” of the economy had already been nationahz

i i icipation. In thel
bFieures include the semiprivate sector—private firms EE state H_um_.nwn__ww:ﬂ%%sr 2
Emomm their share amounted to 7 percent of the total nonagricultural emp 1€y

were almost completely nationalized in 1971-72. A. Aslund Cwmw. s pmv.
“Figures include only active employees. The water and forest economy :

of agriculture, so it is not included.
4January 1, 1973.

i i or,
12Although by definition a small family E_an:mwumm cannot QB%J% M“”JMM Mm.m X
fact, a private artisan or trader with an official permit has been able to emp

ical socialism
sivebar af warkers. in nractice usually not more than one person under classica
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- vate sector in East Germany, Hungary, and Poland.” In other countries
the sector is not allowed to operate at all.
. 2. Household farming. This, in fact, is a

hybrid form. As explained
/. H in the previous section,

one part of a household farm’s means of produc-
tion is cooperative property and the other private property. The peasant
family only receives the use of the land, the most important means of
production. It may be repossessed at any time, and the family cannot
mumumﬁ it. (In other words, they lack property rights of type b.) But the
ﬁmﬁu-mmx residual income from production on the household farm be-
ongs to the peasant family (property right type a), which also decides
e amount of labor put into it (property rights of type c).* So basically
he form can be classed under private ownership and private economic
activity.

The informal private economy.® This covers a wide variety of ac-
vity.*

. Production or service activity performed by one individual for
another for compensation in money or kind. Examples of nonmanual
mﬁ&@ include medical treatment, legal advice, typing, translation, pri-
‘_m.ﬂn language instruction, and babysitting. Some examples of manual

Clivity are repair and installation work, house-building, cleaning, and
personal and goods transportation.

m.wmgomhm_._csm;m:wn EoSMmomn:EEmmumﬁovaﬁnmmnnnoaﬂoowmnEn: longer
n East Germany than in many other socialist economies.
#This property right too is restricted, because the peasant family must work certain

urs or perform a certain quantity of labor for the cooperative. At most they can devote
their remaining time to the household farm.

*In some cconomic writings the term “‘second economy’’ is applied to what this book

¢ “‘informal economy.” I join those who observe the following distinction: The first
conomy covers all that qualifies in the official ideology of the classical system as the
ocialist sector,’” that s, the bureaucratic state and cooperative sector, while the second
my consists of the sum of the formal private sector composed of officially permitted,
family undertakings and the informal private sector.
ut of the huge literature on the private sector, the sccond cconomy, and especially the
ormal activity in socialist countries, only a few comprehensive works will be mentioned.
eneral overviews: S. Alessandrini and B. Dallago, eds. (1987), B, Dallago (1990), E. L.
u....w.n.n_. (1989), 1. R. Gdbor (1979), G. Grossman (1985), M. Los, ed. (1990), and
nzi, ed. (1982). Soviet Union: G. Grossman (1977a), T. I. Koriagina (1990a, 1990b),
e Berkeley-Duke Occasiconal Papers, which present theoretical studies on the second
y and summarize the findings of the interviews with Soviet émigrés. China:
inolli (1985). Poland: A. Korbonski (1981), S. Taigner (1987), and J. Rostowski
Hungary: P. Galasi and G. Szirdczki, eds. (1985). Bulgaria: D, C. Jones and

ere have been many attempts to model the effect of the private sector on market
brium in a socialist economy in a gencral equilibrium framework with rationing. See,

mple, R. Ericson (1983, 1984), D. O. Stahl and M. Alexeev (1985), S. Wellisz and
ndley (1986), B. G. Katz and J. Owen (1984), and C. Davis (1988).
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b. Production and marketing of foodstuffs (meat, fruit, and vegeta- 87
bles) by those whose full-time job is not agricultural. i
c. Subletting of a privately owned or rented dwelling. £
d. Trading activity outside the framework of state-owned, cooperative
and officially permitted private commerce. Both black marketeering and
the sale of goods imported legally or smuggled home after travel abroad 5
belong e, ., Kinds of c:mamcnwmzn public ownership:
Some of the listed and similar activities exclusively require the labor 8 , :” Which the specific property rights are distributed i
of those pursuing them, while others require equipment as well. Some aiready described, which are typical of the classical s .
of those working in the informal economy use equipment owned by = L terminology of the classical system ;
themselves (or possibly by the persons commissioning the work), and | Within the frame of public owne
others use equipment in state or cooperative ownership. (An example of of the cconomy.
the latter is “‘black’” transport of goods by a driver using a state-owned o In Ewmo&.&aﬁ societies the various forms of
& 8 capitalist ownership, develop and gain ground basically as a result

truck.) " :
Some informal activity is done by those employed in the state and of m.wonwmsao:m economic processes. This transformation is paralleled i
e le = . &
L gal system, which protects private ownership and enforces E._JSMM

cooperative sector outside their official working hours.*” Other informal i
activity is done “‘on the firm’s time’’ at the expense of official work. g ...,mmmﬁmnﬁm. Though the regulations of the state give a

It varies from country to country and from period to period which & Tl ership in certain nai_o&, one certainly nomm.wmﬁmH s
informal activities are permitted under the classical socialist system, & R organized capitalism’s development and st Ac._u.goﬁ b i
which are prohibited by the legal regulations, and how strictly such ban, - by contrast, the almost complete elimination of ca .S.w i
are enforced. Related to this is the national and temporal variation ir 1atons and the creation and stabilization of the ¢} e e
the scale of the informal economy and its relative weight in the econom €m’s property relations are not the results of m.oomﬂm_nﬂ " e
as a whole. What is general is the existence of the informal economy; it processes. This transformation is the conse cmnnu _H., mznonm.ooonon:n
never vanishes completely even when the strictest bans apply.* e by the party-state. It is immaterial En%:uma .”Mo_ 8<o_cso¢m3\ -

A “‘shadow economy’’ exists under other systems as well, mainly as articular state regulation has been penned at th . e sdtion oﬁm
way of evading tax. This is not the prime motive under the classical so- = =cuted, or whether it is legalized Hmﬁ.,umoﬂ?nq M,\Hmh.oﬂaﬁ the change is
cialist system, where the bureaucracy seeks to confine all kinds of private bureaucracy uses force to confiscate the o<maérw8mnn o Em sping
property and private economic activity within very narrow limits, even dle property, nationalize the means of productio : mHovoEon iy
when tax is being regularly paid. The informal economy represents an. It .mna other small producers who have hith sm R Hw.m peas-
effort to overstep those narrow limits and operate without official Hua_m.” Holdings into the cooperative wB@QQ,HdHE VAT Homked taeir owg
mission, either by identifying opportunities not expressly banned by the ‘There is nothing surprising in this. The n&..m. al point i
letter of the law or by taking the risk of flouting the law. So this book Marxist-Leninist parties is :oxunwg.wm: o Mw Eno_n.ﬁ In the program
uses the term ““informal’’ as a comprehensive one that covers equally er words, the determination as mooH,_ as politi : oynaohdmﬂoa,: in
well nonillegal and tolerated activity, prohibited activity where the ban i : politically practicable, to or-
is lightly enforced, and activity that is strictly banned.* 2

, , -+ Nt
3 mq Capitalism, Socialism, and Property

1S extremely restricted. The predo

private ownership, includ-

lize s : i

12€ society on a basis of public instead of private ownership. This
; o M;. the system of values. To the followers
¥The graphic English expression for this is ‘‘moonlighting.” Bk 1ucs, each of whict, value system is headed by three closely re-

*As a crown witness Brezhnev is quoted by F. Burlatskiy in Literaturnaya Gazeta, Sep: ; bresumes the other and partly overlaps

tember 18, 1988: ‘“You don’t know life. No one lives on wages alone. I remember in mys erit and' maintsnance s - i
youth we earned money by unloading railroad freight cars. So, what did we do? Three®8 i ot Just
crates or bags unloaded and one for ourselves. That is how everybody lives in [our] coun- . r..h_... ate value in itself, Socialism comes into exi

try.”” Quoted by V. G. Treml (1990, p. 2). ere. he Communist party is in power: power s a fom 1 25
ey : amen

B

: rst and foremost £ e
: ) ? most from capitalism i o
2 ,,.wwmmm private ownership with public ownership; mow&a Mm_ﬁmmmwﬂw
2.2t ownership and the establishment and stabiliration nf e

include white (legal), pink (informal activities involving state officials), gray (infor;
and black (outrightly criminal) activities.

T
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ownership is an intrinsic value as well. Of course, instrumental values ¢ but a statement that can be nﬂmn.ﬁa and either verified or refuted by
are expected as well from the creation of socialist ownership: it must | = mx,u@:m:o.a It applies the idea behind this movement: a society based on
ensure higher productivity than capitalist ownership provides. But it al- ‘undivided power of ﬂ.:o Communist party, the (almost total) elimina-
ready has a vast intrinsic, internal value in that the capitalists are no | ¢ 1vate ownership, and the general g

i . " pread of public ownership
longer exploiting the workers, the workers are no longer subordinate to .E%mm.noﬂam into being. ;

the capitalists, and the capitalist class vanishes from the stage of history.
Moreover, the two values have the closest possible relationship: the prop-
erty acquired by the bureaucracy is a very important constituent of the
bureaucracy’s power.

The position and practical action taken on the question of property k
(for instance, on agricultural collectivization) is a clear example of what
was said earlier about the vanguard nature of the party, about the self-
legitimation of power, and about paternalism [—4.4]. Remaining %:.s
the example of collectivization, those in power are convinced that elimi-
nation of private property serves the people’s interests, and that the peas-
ants serve their own interests by giving up their independence and enter- 3 g
ing the cooperative. Their backwardness and shortsightedness prevent £, 4018 .Ho.ow, however, does not follow that principle. Instead, it follows
them, however, from recognizing their own interests, which is why Emﬁ.._ 1% M._E _Mwm to mw&muw of whole systems that one
must be compelled, even if they resist the change. One purpose for which’ : ,M.‘.H:u. mﬂ. ?. ﬂ:w point z.ﬁ way is open to expand and to express more
the power is needed is to force people against their will to adopt a way. 1y the definitions to which only a first approach was made in section
of life that eventually will be for their own good. i

A system of values is being discussed that deeply influences the mawﬁ...
ents of the Communist party, from the top leaders down to honest, en- |
thusiastic party members who hold no function in the apparatus. This
conviction spurs them to work, make sacrifices, and accept unpopula
tasks, and to implement their program regardless of whatever mass Hn,._h.
sistance they meet. This is precisely where one finds cardinal differences .
between the Marxist-Leninist, communist value system and action pro- : : : sa
gram and those of other strands of socialism. The clearest &wwﬂm:nm.w.,, esocialist and the socjalist systems develop,
from those put forward by the social democrats. For example, in the o]
social democratic interpretation of socialist ideas, the forms of public o i . 6 the other sy
ownership of production and distribution have only an instrumental 5SS a;@ as 1o start from M\s:mﬂ nm..w developed in society “‘of its own accord.”
value. They must be introduced just to the extent that really furthers” . e ¢ pitalist system is a society in which the capitalist forms of private
the values considered intrinsic: primarily welfare, social justice, and g,.,.. ! A
assurance of liberty. Private ownership need not necessarily be mcommwm,,_.
where it serves these intrinsic values better than nationalization or 8_ :
lectivization could do. One must certainly avoid making changes in the®
property forms by force or against the will of the majority of the popula-

tion as expressed through the ballot box. .

This book, in accordance with its plan, does not argue about values
It merely sets out to describe the extent to which the various features
the system promote each value and work against it. To say that the cl ss
cal socialist system enforces the dominance of three values that the Eﬁo -

Anw Af tha MAamemanint markr aaneidoere mact imnartant 10 nat o fantal

1 values, I must mention a conceptual
Section 1.3 made clear the sense in which the

is used in this book The correspondin
: : . : g prob-
i€m is the interpretation put on the phrase “capitalist system.’’ i

‘"When one considers societies in their entirety, each is in fact “mixed”’
om E.o point of view of property forms. History has not produced a

question that belongs here.
phrase “‘socialist system”

w i v .“,ﬂﬁBm of families and species of systems at all

As Stated earlier, the primary attribute
m;,. ] mﬁ._.m"-haﬁ.awﬁ party exercises undivide
stic can .wm added: the party is committed to eliminating private prop-

and with its undivided power and interpenetration with the state, it

}anages sooner or later to put that pro i i
: . : Eram 1nto practice, or at
come near to doing so g a feast

of the socialist System is that a
d power. Now a further charac.

ifference in the way

the essential thing un-
Ist system is what the ruling party wants to achi

multitude of academic authors and politicians who subscribe to this terminological

_uoa,.,_mq widely p.m their world views and theoretical and political outlooks. They

mzwnﬁm m.nm m.uc-gmgma. those to whom “‘socialism?” has a creditable ring and
alism a pejorative one, and those for whom the two have the Opposite association
ame applies to the authors and politicians who reject the socialism-capitalism pair ow
pts. They are a thoroughly heterogeneous group as well.

ar heterogencity of both groups confirms ind; is bei
§ indirectly that what is beine di
value-free, semantic question. R

1 ammhﬂgum concepts, the main requirements are t

. hat they should be conce t
: ﬁn&m&_m:osm. and that their application as too] e

s of analysis should prove work-
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is no party in undivided possession of power that is committed to elim- el
inating the predominance of capitalist private property. B mation zmnﬁmamgm
In accordance with this line of argument, this book uses a broad def- :
inition of the concept of the capitalist system. It covers strongly individu-
alistic systems like those of the United States and Switzerland, and more !
collectivist Scandinavian welfare states where a Social Democratic part Bls. .= NATURE of political power, the pre
has been in power for decades, and a number of regulations suggested
by socialistic ideas have been introduced. The category covers countrie
with a measure of central planning (like India or France at certain times) 588
and those with no sign of it; those with a fairly broad state sector (like Sm and then survey some of the ma
Austria) and those with a very narrow one. No one would deny that
the differences mentioned are very important and rightly the center o
attention in numerous comparative analyses. But that does not preclud
the viability of dividing twentieth-century social-political-economic fo
mations-into two great classes or species of systems: socialist and capi:
talist.* ‘ AN
. Bach coordinati T
he name mcmmmmmﬂg Hwnhﬂmm%mhw wn mewwmmuﬁ of Mﬁ social system. As
i€ persons or organizations involved E_ﬁ it SMMMMLW . Ew <
WESE tWo or more persons or organizations, Em:m memmm\uw%nﬂ%“

in types, before return;

entr . > urning to the
y .%,c.mwhﬁ“wwmwmmﬂgm n:MEQ.m_ the place and function of the <mnomm coor
R 1sms under the classical social; Rl
they bear to one cetothes. ocialist system and the relations

“This is, of course, not an exhaustive comparison of all important differences betwe
socialism and capitalism. Further attributes will be added, for example, the predomi : A
role of bureaucratic coordination under socialism and that of the market under capitalism, pants have m_ﬁm G\.ﬂnmw vMOnmhmswmm. and the relations between the par-
as the analysis of socialism proceeds. ) : Specitic “style, ethic, and written or unwritten code of
“’Nor is it a deciding argument against the division into two classes that some spe L Q
systems found in twentieth-century history are difficult to squeeze into one box o
other. It is quite clear, for example, that an African or Asian society in which capita
property forms have appeared only sporadically or weakly and precapitalist forms predom-
inate instead, cannot be placed simply in the category ‘‘capitalist system.” i
A problem of classification is posed also by the social formation known as ‘‘Af]

socialism’” or ““Islamic socialism’’ (of which Tanzania can serve as an example of th
r and i the latter). ough there i isti e in pow reaucratic coordination.! : .
mer and Algeria of the latter). Althiough there is a monopolistic force in p i ordination.' Relations of Superiority-subordination

pursues an anti-private ownership, pro-public ownership policy, things do not go ex between the indivi B Y
according to the pattern described in this book. Not only the ideology but important feas Ak individual or organization coor dinating and the
tures of the actual system that emerge are different.

Borderline cases, mixtures, and specific examples that are ‘“not pure’” occur wit
classification introduced for the purposes of scientific analysis. Simple taxonomies d and burcaucratic coordinai :
into few classes are an aid to generalization on a large scale and also in creating models natio oordination. The first refers to an organization an

e !m mechanism. The bureaucracy primarilv cantrale the ~emo...

and theories.

o y
ammMMMuﬁmw.UmﬁaﬂMnmnnm several varieties. The initial aim in the gen

¢ 18 0 1dentify what is general 2 -
, ons 1 1 nd common to all bureau-
C .o.S..aEmon.r all market coordination, and so on.-In this manmocH

d mwmu”.ﬁ mJ&Noﬂ.ﬁ pure theoretical rodels whose structure at this
- dostraction disregards a variety of specific features

2
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individuals or organizations being coordinated. Such relations E,a.owc&
vertical ~linkages. In many instances a hierarchy of superiority- |

subordination on several levels develops. An F&<.Ec£ or organization
acting as the superior of those on the level below it is mozncﬂwnzw subor-
dinate to a superior on the level above. The vertical linkage is, however,

asymmetrical. Though the superior depends on the subordinates to some 3
extent, the subordinates depend on the superior far more. The superior

is-not chosen by the subordinates, but appointed 0<E..Emw heads. .
The vertical flow of information consists of several kinds of communi-

cation, the most typical for this kind of nooa&nms..os Um.mbm ﬁ:.w com- .
mand; the order from the superior that the subordinate is required 8,,

Odﬂuﬁ. . . -
Subordinates have several kinds of motivation for carrying oﬁ the
superior’s commands, the most characteristic being the effort to win the

superior’s approval, receive the reward offered, and avoid the penalty

threatened for noncompliance. Subordinates know that the command is

backed up by a legal compulsion, that failure to carry it out will incur

legal sanctions.

2. Market coordination.? A buyer and a seller have lateral relations or

a horizontal linkage in which the two parties rank equally in legal term:

Under the transaction taking place between a 92.2 m‘sg a seller, mwwq
seller transfers something to the buyer. The ﬁamsmmnﬁo.u is accompanied §
by a flow of numerous communications of many different kinds, of

which the most characteristic is the price.

The buyer and seller conclude a voluntary contract mo<mnum ﬁ:m no.ﬁ&.
:9.5 of the transaction. Both parties may have a variety of motivations:

for accepting the terms of the contract, of which the most mumnmnﬂaa%
is for both to be seeking a material gain from the transaction.

The mark of this type of coordination is that it is Eosm.mNn@” mm.ﬁ.r.
goods pass from seller to buyer, money passes in the .onuom:o m.w:mocmm i
(Of course, there may be a direct exchange of material goods instead.’)

through-the bureaucratic coordination mechanism, but it may also use other mechanisms.

to further its purposes, such as the market. The same applies in reverse: bureaucratic Mwm
dination may be used by individuals who are not themselves members of the bureaucrac

Shareholders, for instance, may use bureaucratic coordination in the management of the

ﬁnﬂhmﬂwﬂwﬂmumwg of type 1, the book aims here at a nomoamzou that is .mm m.nunw.w,r
possible. In other words, the definition of the market Bmoga_ms._ of no.oa_uwcwm _M.
confined to one or another of the specific subtypes described in E.o?mwou& writing

’In the socialist countries the terms ‘‘operation of the law o.Hq <acn, ' or ;
and market relations,”’ borrowed from the terminology of Marxian political economy,

=5
. ; 2 : calls
employed in official economics teaching and professional parlance for what this book alp

““market coordination.’”” Using thesc key expressions, it is easy H_o. make :.msm_m.:omon».n
one ‘‘language’’ to another. For instance, when teachers of political economy in :

“‘commaodity

1liad

(&gt

. 3. Self-governing coordination. The participants in this type of coordi-
ation are laterally placed, equal members of a self-governing associa-
tion. To this extent their linkage is horizontal.
- The coordination is conducted according to a specific constitution or
rulebook decided upon by the members. In many associations the entire
membership is unable (or unwilling) to exercise directly the right of self-
- government in every respect, and the practical details are entrusted to
i ody of persons delegated by the members to perform the tasks of
. coordination. To that extent this mechanism does not consist exclusively
of horizontal relations; there is a vertical clement in the linkage between
the members and the committee undertaking part of the government.
onetheless, the mechanism must be distinguished strictly in theoretical
discussion from the mechanism of type 1. Here the membership elects
" th overning body directly or indirectly and can dismiss it. That distin-
guishes the committee members clearly from the superior individuals or
organizations of bureaucratic coordination, who are appointed over the
subordinates’ heads instead of being elected by them.

Again, in the case of self-government, numerous kinds of information
flow among the members and between them and the governing body. The
.A,umﬁuﬁmnm_ are the votes of the membership and the collective decision.

‘Once more, the motivations are of various kinds, the most important
being recognition of a community of interest, that is, the awareness that
he interests of the individual members coincide with the collective inter-

f those participating in the self-governing coordination.
. Ethical coordination. In this mechanism the participants are the
donor individual or organization and the recipient of the benefit, who
5 ..wm_‘un an individual, organization, or anonymous community. The re-

Cipi m,hrwm not legally subordinate to the donor, and so a lateral, horizon-

Stallinkage connects the participants in the mechanism, as it does in the
case of market coordination.*
Ahe most typical of the many kinds of communication in this coordi-
nation are the application and the offer,

Once again, a great many kinds of motivation may be involved, but
he'dominant one cannot be fear of the recipient (in which case there
ould be a subordinate relation). Nor can expectation of material gain

.ﬁmﬁobﬁ be dominant (because then there would be a buyer-seller

n). These two negative attributes are what distinguish this fourth

trics discuss, in connection with the reform of the socialist economy, “‘Is labor a com-
" they are asking whether market coordination actually applies to the supply, de-

1d employment of labor, and whether using this type of coordination is desirable.
Individuals or organizations may perform these two functions by turns, or they may
neously donors and recipients of each other’s gifts. (To use Poldnyi’

s expression,
tion of reciprocity may obtain between them.)
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. names of the main types are used in this book in a literal, not g figura-

_..“..?m_ sense. One might play with words, for instance, by saying all human’

‘actions have a market nature and are based on some kind of exchange.

type from the first two. The donor is Bo<.m@“ by some m_.q_._wmso Eﬁwsm_.wm
tion, which may be based on political or _.n:mﬂocm nosﬁnﬂm:.aow.mb Hnuw S
imperative to display noble conduct or generosity; on &.mm.n ship, .
radeship, solidarity, sense of community; or even on politeness or
D:M,Mw ,m general definition it is immaterial whether the gift is in Ea mmﬂ.w i
of money, physical goods, or an action, gesture, or no.EnEEn.m:ou. A Y
ical coordination, however, differs from the other wo.nnnwam_. linkage, ma
‘typically monetized market relation, in that monetization is frequently
mcwwﬁwsm.e coordination. The wm&&nmﬁm.mu the mechanism are .aosnmw .
by family ties. (Although the definitions given so far have doﬁ. m:mmmmv.. ;
the fact, the participants in types 1-4 do not usually have .FE& :am” ;
Whether there are superior-subordinate or lateral _i...psoum. ,Smm 1§
vertical or horizontal linkages, among the members playing the variou F
roles in the family depends on the specific structure of the family con b
naﬂ_mm .nmunoﬂ single out any kind of no_.:nEanmm.ou as zﬁ most typical. 1
The motivations are various, but certainly a major part is Em&wa wwﬁ
sense of family love, complemented by EH awareness of the family c.w,.
il morality, religion, and the law. R
EWMWNMM&WWW the SM: types a few practical examples may be give
displaying the theoretical models in a Bﬁ.ﬁo or less pure form. i
‘Bureaucratic mechanisms of coordination operate in the army mum. e
police, in the internal administrative apparatus of a large modern :.n.H, _
i regulation of rail traffic. :
mw@wﬂmwagwwmamam of coordination occur in a city market place .m.
market hall, in a bazaar, shop, or department store, or on a noESo&.ﬁ...
change. )
o_.mmMmMMoMMwEnw mechanisms of nooamawao: apply in a choir, mﬁowﬁ\ ; 01 aton if
mous university, or professional association. ) . . eir agency and direction.
Ethical mechanisms of coordination obtain in a Hrmm OHmm.s,immson or
when people voluntarily clear up litter others drop in a H.E,o.:n p an_
Family mechanisms of oooH&smH.Mon govern the organization o 8,.
nsumption in a household. . .
Bﬁmmmnm.nmmmmwm have been chosen purposely to exemplify H.nm main mm.‘
tures in the general definitions given earlier for each main type. T

Some Observations on the Main Types

Several other, similar, or even synonymous concepts used in the literature
can also help to shed some light on the notion of coordination mecha-
nism. The term “‘control process’” underlines the fact that the coordina-=
" tion mechanism controls the activity of thoge taking part in it. The term

adjustment mechanism’” or ““adjustment process’” emphasizes that the

icipants in the coordination mechanism adjust to one another (and
also. to external circumstances). The term “integration mechanism?’
stresses that society is prevented from disintegrating into its constituent
aumwu__.m by various mechanisms binding it together. _
Neoclassical economists frequently use the expression “‘allocation
nechanism’’; they consider analysis of the allocation of scarce resources
assthe purpose of economics. In the usage of this book coordination
mbraces allocation, but the emphasis is on the fact that it is living
cople who transfer Inanimate objects, resources, and information from
ne place of availability to another and utilize them. It is living people
ho nc inanimate resources are to be allocated

Each coordination mechanism denotes a
collection of specific social relations.

e typology presented in the section has achieved its purpose if the types are associated
the following images. (1) Bureaucratic coordination: commands, discipline, being at
¢y of superiors, rewards and penalties strictness, legal stipulations, (2) Market
dination: price, money, gain, profit, business. (3) Self-governing coordination: mem-
S ﬁ. lection, rulebook, constitution, (4) Ethical coordination: selflessness, unwritten
commands, readiness to sacrifice, attention to others. (5) Family coordination: parent and
child,'brother and sister, family allegiance, commion household.

The associations of images are “impressionistic”’ and not replacements for the defini-
v_«g_u_.m\m.u the section. But they can still be useful as a way of conveying that the models in

the typology depict characteristic relations drawn from life.
Y

*This need not be insisted upon strictly in the definitions. It may happen that famil ﬁ.
also bind subordinates and superiors in a particular cEScn_.m.sS or that monwno“_“ m. _‘
something to a family member for money. Znawﬂ,m.ﬂ.. one family .33 Wa mem aw o
same self-governing association. To avoid overlap, :.5_ 29”5 stating about wﬁ.ﬁa nono,.r,
refers to the kind of altruistic relation in which the recipient is not a member of the m i
family. i3
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ket coordination with the sel

. . ! o
The typology introduced in the previous section cannot be said to offer ! lers supplying it and the buyers pur chasing

an inclusive classification or the sole possible classification of all :u._a con-
ceivable types of coordination.” Numerous oﬁrmn. J.ﬁam ooncn..nd E%R-
capitalist societies. It might be useful, when anmon&.ﬁm .:.5 social a@w amwm
of the present day, to add further types to E.n five E:‘o.asom =w e
previous section. Many typologies related to this one but differing _._oHM F
it have been published.® In arriving at the present one, .H have app xmn
two main criteria. The first is the Hommnm_ one that the SEM Qw.om m%wm m,., "
epeckl sant of et T by uM pryes W%%cmww WM ﬁmwﬁm%ana_ﬁ. E . that one type should lose ground in certain areas of life while another
e e % 3.652. Hw_n mmnwn m%n M_mnmn&%ﬁnm effectively the co- E ne comes to the f ore; s&mm entwined with other types it mﬂ:m:%
,coo.x. A&_nr e Srtngi Qﬂonmmw%rcmn practice in the socialist countries ] « Squeezes them out. It is possible for a movement, party, or association
oaﬁmcﬁuﬁ Emo:mE.me isio and blueprints proposed for i : Q.u cmnon.um bureaucratized or commercialized.
and in the alternative visions, programs, L ., e i 3 o wgpaienale
e o i ity’ ; function of a business undertaking may be as-
sl m.aa e mnmmwmaw:umnmﬁmﬂm”wwm moom _..MM ”.WE m.,mn& to a state authority. Examples of all these changes or proportions
- Ewowownm“ﬂomw H..Hw Mm». ﬂmmnmwowwwﬂmaou %aosmEmb are combi \Ma combinations can be found in presocialist societies.
. Bu ;
MWﬁ%Mbm of several pure main types superimposed on one .mnoﬁ:mﬁ w&ﬂ ¢
self-governing and bureaucratic elements are oon&.ﬁma in Em_uw.on%o ..*
processes inside a capitalist company. There a.“ mo._. E.ﬁmsoa, a .mn 0
ethical, self-governing, and bureaucratic oooaaEmﬂou in the E.o%.Emm om
a church congregation. Often the various mechanisms ao<o«8_.i=r one:
another. Internally, a large, privately owned mz.ﬂ :n.mam capitalism orga- ¢
nizes itself bureaucratically, while a cooperative EE:mu. to an Hmﬂmnm,.,
kibbutz uses self-governing coordination, and the anm_o:ou ofa mjm.:.
scale family undertaking is regulated by family mechanisms of nomﬂ&a&
tion. Meanwhile, in all three cases, the E&.ﬁ takes part externally in mar-

Only family coordination has existed in some form since the
uman civilization, but the other four also have very long histo
- hard to agree with the predictions of those who foresee a secu
. exclusively for one or two types, and to anticipate or hope that the others

- will wither away. 0 A]] five types look very robust and set to remain so.
ut that does not mean they will conti

inue indefinitely to live peacefully
~ and equally side by side. It is highly typical of change in social systems

dawn of
ries. It is
re future

6.3 Bureaucratic Coordination
MA,
A4 .
“Under the classical socialist system, bureaucratic coordination is the
__nnmemmB applied most widely and forcefully. The other main types
Xist, but they are repressed and to some extent atrophied, whereas bu-

T .w.waammn coordination reproduces itself continually.
- Of course, this type of coordination exists under the systems preceding
socialism as well. In the case of modern capitalism, it is prominent within
mmmm apparatus, the armed forces, large firms, and other large orga-
o Nzations, and such partial bureaucracies can wield great power. Classical
, . . LT ( alism, however, is the first-system in history to merge these partial
DUreaucracies into a single entity embracing the whole of society. That
.a wﬁwﬁnm an essential difference from systems with partial, unmerged

In an earlier piece of writing (1984) I employed a moﬂoirﬂ &ﬂ.@dnn m<MaE oM .o__.mmw M.,
cation and made the assumption that it was ncvamrnnwEu. A revision of tl w.ﬁ M.m.ﬂ Mc pi ;
tion is signified by the typology described in mnncmﬁ 6.1 and the assessmen %, _nn " Ve,

K. Poldnyi (1944, 1957) distinguished three basic Bon_mm of :m:mmn“om an H:oﬂ o i
reciprocity, redistribution, and market nxnrp.nmwm.. In his Gﬁ._ ;wom, e J_Ma :
“‘householding” as a separate principle of activities. H:.m classification appli :ﬂm 5
Lindblom (1977) is this: authority, market, and E.nnn.vﬁo:& system. Both mwu_.o.ﬂw e
ulated the development of my own ideas, but I felt it necessary to depart _.%Bn_.»,?_.a.u : 5
similarities are clear, but it is worth singling out and Emc\?ﬂm moﬂn ﬂ. t 1e ._ { ._. e.
Bureaucratic coordination is a broader category than .wo_E._G; s _.mn“mﬁz,u::on_ .MHB_
ethical coordination is a broader category than nnnmuﬂn.un:w. Lindblom's Uannnuy.ﬁ_uﬂw F.Mv.
does not appear to be a distinct coordination Bnn:mawma. ﬂmﬂrm_. a Eﬂromw ﬂﬁ_ al o
of the five mechanisms appearing in this book. Zn:w_m_” Pelanyi nor Lin omdu i
the self-governing mechanism as a separate class, yet it is not a special case of a z.
mechanism.

parate chapters of this book have been devoted so far to power,
erty, and coordination, the intention being to explain in more detail
and from various angles a related group of phenomena. Thisis the point-

the problems of the hierarchy within the firm and the market that links firms, see
i (1967, 1975). Furthermore, see the references in section

“For instance, for some, all roads lead to the market; the burea:
wm_.__..mmoa that history will eradicate one day.
fInment; sooner or later both bureaueracy and

ucratic mechanism is
For others, the future belongs to self-
the market will wither away.
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at-which to emphasize that the undivided, totalitarian structure of power, g 99

the state ownership of the bulk of social production, and the dominance duplication of functional and regional vertical chains supervising and
. . . - 1 \ 3 .- . ’

of ‘bureaucratic coordination over other mechanisms are three closely OVerlapping each other’s activities, appears in the state administration

connected phenomena. The power elite, hierarchically structured and
sharing power with no other group, has the exclusive right of disposal
over the state-owned means of production. Within its own ranks it eradi-
cates-other coordination mechanisms to the degree it is able and relies
as.much as it can on bureaucratic coordination. Relations between
state-owned firms are not coordinated by the market, nor does self-
government apply within them. Instead, the relations between firms are
bureaucratically coordinated, and within the firms this brings right down
to the workbench the same vertical system of linkages that governs the
company itself. At the apex of the pyramid is the top man in the party
and state; at the base are citizens who hold no function in the apparatus: 10nal, in that it can cause contradictory actions to be taken and conflicts
the working individuals and the members of their families. A continu- . 0 occur within the apparatus. In fact, it is quite :samaﬁwwamgm for bu-
ous, vertical chain of relations stretches from top to bottom. ] saucratic coordination to be organized in this way. The cause is suspi-
The concept of a perfect hierarchy, in which each member has one and €101 1o superior has full confidence in his subordinates. A well-known
only one immediate superior, at least for a specific activity, has been | theory on how to build a reliable automaton out of unreliable compo-
defined clearly in the theoretical writings on hierarchies. The hierarchy Hents was put forward by John von Neumann:" the constituent %nm
of classical socjalism is not perfect in this sense. Under normal cond Must be multiplied. Redundancy within the system allows damage nmﬂmna
tions, one and the same individual or organization, or, more precisely, ‘any random unit malfunctioning to be prevented or rectified b
each clearly defined activity of that individual or organization, will be ther that chances to be functioning properly at that time. Y
regulated and controlled by several superior individuals or onm&Nmmth,_ he:main direction of influence in the vertical chains is from top to
Mention has been made already of the overlaps in the activities of the. ¢ ( i
party, state, and mass organizations [—3.2, 3.3]." The party organiza-: erse.'* That certainly does not mean, however, that there is no influ-
tions and the party apparatus within them manage and supervise the:
activities of all other organizations and institutions. Moreover, there are.
functional and regional vertical chains within the party apparatus, ove
lapping and controlling each other. Party leaders at all levels emplo
the political police to check on the reliability of candidate functionaries,
prevent all kinds of political association, and remove those who are poli
ically suspect. All these precautions extend even to the party apparatus
itself, and in that sense the party as such is subject to a degree of supervi-¢
sion by the political police, which is managed and controlled in tu
by the party leaders and organizations assigned to the task.'? The sa

_ ¢ moitoring is done by special inspection institutions, 1* by the .

Prosecution service, and by the political and economic police. A_,rna is a

neasure of control over the work of leading state and economic officials

; uow the Hm.coa unions and other mass organizations, which can report any

irregularity they find to a higher authority. Yet another network of con-

,_,,_:o_ moéa &m general public on 2 residential basis. Every house or block
as its appointee, who fulfills administrative functions (endorsing var-

Ous permits, issuing or witnessing certifi i
S : : cates) and observes what is hap-
Pening on his beat. T

ory _, there is ““voice.”” The members of the apparatus at aj] levels, even
< the.citizens at the very base of the pyramid who hold no ?nnaonw can
I e themselves heard by advancing proposals and criticisms. mosm,an
“Ie are tight constraints on these, On no account may they concern %m,

mm all classical socialist systems is the large part played by the

a:_sm E._n_ disciplining all branches of the bureaucracy.

”..H.:o Soviet Union it was wzosﬁ. for a long period as Worker-Peasant Inspection.

L v, iomaﬂus. (1956). Even the title of his Paper points to the idea discussed above:
istic Logics and the Synthesis of Reliable Organisms from Unreliable OOSuo“

political police in

0
"'On parallel apparatuses, sce T. Dunmore (1980), Dunmore also cites H. Simon’s obsers
vation that every part of a hierarchy has its own objectives and motives, and its own
ground of information; this creates separatism and conflict with other parts of the

s the main difference from self-
decision-making body makes
t the same time the membe

government as a coordination mechanism, There -
decisions binding on all the members (a downward
T can mandate delegates to support a specific posi-

C i . L
mqnwu..‘ . . . o . . : .m,wna_:an am_umﬁn and .wan consistent representation of the member’s position a
In the most excessive periods of classical socialism (for instance, the time of mﬂ% on for reelection next time (an upward ,imcauoa
terror), this went as far as extreme intimidation of the members of the party apparatus, DLhis classic book (1970) A. O, Hirschman contrasts two kinds of feedback signal, If
R ignal. If -

is important to note, however, that this is no inevitable concomitant to the opera

QIS0 express the dislike one feels over the i izati
. .. : in ; . € operation of the organi
bureaucratic coordination under classical socialism. What undoubtedly is a characten ganization one belongs

pply two feedback signals: the exit or the voj i i iti
3 ice, that is, one exerc: i
and suggests changes. -
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basic principles of the system, the main political line of the party, or the I bm 6.1

overall economic policy expressed in economic plans. As for criticism of In ut- -Output Flow Between Units of the Social SEtGEE:

particular individuals, the danger of making it is proportionate to the e Role of Bureaucratic and Market Coordination

height of the subject in the hierarchy and the depth of the subject’s toler- : : —

ance threshold. The situation varies by country and period, but one can Consuming Sector

say in general that criticism from below may be heard, although its voice 5

is usually very feeble: the volume of discontent would have to exceed a Households

critical lower limit to become audible or influential at all. : g E 3 4 as Buyers of
Staying with Hirschman’s terminology for the moment, this ties in Supplying T P .ﬁwhw NWM Hﬂ.\.ﬁ.ﬁgﬂ& Consumption

closely with the absence of “‘exit.”” An exit—opting out—is denied sev- -~ Sector Firms Cooperatives Sector MMMW . Qoo&q. o

eral times -over to citizens under the classical socialist system. They can- e ned B or Services

not-quit their jobs without leave from the firm or institution employing , B B+ M 0 B+ M

them [—10.4]. Should they receive permission to change jobs, they can

not in fact change employers, because with insignificant exceptions there =% B B B + M 0 B +.M

is.ultimately one employer: the state. It is extremely difficult to change . For 0 0 o

one’s place of residence, since this is impeded by administrative restric- V2 4 e M : Z

tions and the housing shortage. Party members cannot resign from mem- vention of B) <?§G e

bership; so demonstrative a step could easily jeopardize the peace of their " ention of B)

existence, possibly their liberty, and in an extreme wave of terror their 0 M M M

lives as well. But it is risky to resign even from the labor union, the yout ‘

movement, or any other mass or professional organization. The officials B+ M B+ M 0 M .

of the party, state, and mass organizations cannot resign to express dis @

agreement.'” Nor can the ultimate form of exit, emigration, be used: even i

an application would be dangerous. Of course, the preclusion, difficulty, ~ 6. A ocati B B 0 .

or-danger of every method of exit affects the voice, which is necessaril , d

silenced or rendered far more timid. Thus the system denies itself Eo

majos-factors of Teadlack T Lot 10100, wn meanings of the symbols are as follows: B = bureaucratic coordination, M = market

uou. 0 = no transaction in this entry,

6.4 Market Coordination resources. Table 6.1 is a schematic input-

oﬂa sectors. The rows represent the
Eo case of market relations the
mers of these goods (in the case of

ble is concerned only with the divi

b ._d

"TMax Weber [1925] (1978, chaps. 3, 11) described the kind of bureaucracy based on : uMMMMmEWo_wMH mwmﬂmwo and mar
parliamentary political structure and private enterprise. In that kind of bureaucracy the ._w _ 7 ich the role
bureaucrats are personally free and only subordinate to a higher authority as far as theic Y.~ The table is QmmHmDoQ to be ¢
impersonal, official duty is concerned. Posts in the burcaucracy are filled under free con leas dbmm%. the spheres of i input-out
tract, and the criterion for choosing the members is professional competence. m 2 urE the book."

None of these features fits the bureaucracy under classical socialism. There is no fr ;
contract between the apparatus and its members that the official could terminate at an
time of his or her own accord. If a post is assigned by the powers that be, it mus .o.
accepted. The main selection criteria are political reliability and loyalty to the superior, 1
professional competence. The control by higher institutions extends to every aspect 0
lives of those on a lower rung.

output table arranged according
suppliers of goods and resources
sellers) and the columns the con-
market relations the buyers). The
sion of labor between two kinds
ket coordination, since that is the
of market coordination emerges
omprehensive. It also mentions, at
put flows dealt with in more detail

To show the place occupied by market coordination under the classic
socialist system one needs to look at the entire flow of products and

E. scctions of this chapter will return to t
_p:_mn_m play a part as well,
There is one exception to this. Here there has not been any discussion vet of foreign

1
_“Emo%aaoéﬂqmoo& cﬁsnnuzunnosn:fu question and other countries
i Eﬁozm and exports, is not shown in tahle & 1 :

he entrics in table 6.1 in which other
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Entry 1.1 represents flows between state-owned firms.? This mm. HEmm
basically by the mechanism of bureaucratic coordination. The details will
be discussed in the following chapter.?

Bureaucratic management of goods and materials is complemented by
a few vestigial forms of market relations. If a firm is short o.». 2 means -
of production (material, semifinished product, component) ;.m.aawm .8 :
obtain, it will try bribing the representative of the supplier firm with
favors, gifts, or even money. This effort replaces, in a distorted mQ..Bu
what would be in the case of market relations an offer of a higher price,
except that the few officials involved in the transaction receive a.ﬁ extra,
instead of the owner of the supplier firm. Factories often train a few
staff expressly for dealings of this kind, who try to mﬁn.mn._ the flow of &
products toward the firm through aggressive intervention or corrup-
tion.?

The cooperatives differ little from the state-owned firms [—35.5]. In
terms of the present subject the difference is immaterial. What has been
said of entry 1.1 applies to entries 1.2, 2.1, and 2.2 as well, that is, to
the flows between state-owned firms and cooperatives and among coop-
eratives themselves.

Where a formal private sector (craftsmen and retailers with a uS.B:
from the authorities and household farming) exists at all, those working |
in it are allowed to buy means of production from state-owned firms E.a k.
cooperatives, within bureaucratic limits. Often they BF#. pay a Bmﬁsﬁ_«
price higher than the official price, or they are able to wgmﬁ the required
inputs only through bribery. Accordingly, a combination of bureaucrati

and market coordination applies in entries 1.3 and 2.3. With rare exce
tions they are not allowed to sell their products to the state or cooperativ .
sectors, as the zeros in entries 3.1 and 3.2 indicate. "

Market-coordination operates basically in entries 3.3, 3.4, and 3.5,
that-is, within the formal private sector, and in this sector’s activitie
supplied to the informal private and household sectors. But except in
entry 3.4, pure market coordination still does not apply, as official inter-
vention is common, particularly in prices. This influence of bureaucratic
coordination is referred to in the table in parentheses. 4

True-market coordination applies within the informal private wanﬁ...,
and.-in-sales by this sector to households and the formal private mmoﬁ.m_,

" (entries 4.3, 4.4, and 4.5). The informal private sector cannot supply the
- publicly owned sectors.
. Inentries 1.5 and 2.5 (where the seller is a state-owned firm or a coop-
ﬁ,m#:a and the buyer a household), a peculiar combination of bureau-
ratic and market coordination appears. For long periods in several
ountries, a part of the flows is governed by administrative allocation or
rationing system. The other part goes through conventional commer-
163 Qm_ channels, but, again, it is subject to a variety of bureaucratic influ-
.ences, in the distribution of products among points of sale and in the
etting of prices. Meanwhile households, as the buyers of consumption
ods and services, behave like participants in a market transaction
H,lm 7, 12.6].
i " Entries 5.1 and 5.2 represent the sphere in which households are the
sellers of labor and state-owned firms and cooperatives the buyers of
: mcoa Once again, a peculiar combination of bureaucratic and market
ordination applies [—10].
In general, the officially permitted, formal private sector is not al-
lowed to employ outside labor. Where this is permitted, strict, very low
ipper limits are set. However, the table ignores this possibility (which is
E entry 5.3 is marked zero).
may be that a semilegal or illegal operator in the informal private
na::. will make use of outside labor (entry 5.4). Where this happens,
I E,wﬂ coordination applies.
Kmﬁxoﬁ coordination has at least a partial role in the allocation of
9., but investment resources (‘‘capital’’) are allocated in the state and
operative sectors through bureaucratic coordination (entries 6.1 and
6. V [—9.2]. This sphere of allocation will also be considered in a later
, m.%ﬁa By and large, the formal and informal private sectors can make
e only of capital accumulated out of personal savings. With insignifi-
cant exceptions, no private businessman can obtain either a loan or an
outside source of finance, which is why there are zeros in gaam 6.3 and

-.oB this survey it is clear that bureaucratic public property ©
acts” bureaucratic coordination while private property and ﬁz,\mﬂn ac-
ity “‘attracts’’ market coordination. This affinity between particular

roperty forms and particular types of coordination is worth noting
5.2, 19.4].

MGector 1 includes the state-owned firms under central government control and &om_‘
controlled by regional bodies. For brevity’s sake, no separate line or column has been giv
to the nonfirm, “‘budgetary institution”’ sector [~5.4]. What has been said about the mﬁﬁ
owned firms applies to that sector as well. , }

2'The exchange between state-owned firms is governed basically by bureaucratic noc,_.m_,
nation even when it takes place nominally as a purchase and sale accompanicd by an a¢
count in money terms. This aspect will be dealt with in the next two chapters.

UThese “‘expediters’’ are known as telkachi in Russian economic slang.

elf-Governing Coordination

Nom 5&? the mechanism of self-governing coordination exists in nu-
rous spheres of the classical socialist system.

%@:smm the principle of ‘‘democratic centralism,”” laid down in the
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rules of the Communist party, covers the basic ideas of mn;mwéngnm
coordination [—3.1]. This principle provides the oumnmanm U.mma for all
mass organizations, interest-representing and professional alliances, and
social associations. . o
The-power-of the state is built upon ma:.moégﬁm. principles. The
members of all legislative bodies, from the lowliest district or no_u:ﬂEu&
council to ‘the supreme parliament, are elected. The maS_Emecos of
state-is-subordinate at every level to the elected bodies. The major eco-
nomic regulations, including the national plans, are invested by parlia-
ment with the force of law. So formally it secems as if the voters E.:o.;_
‘have elected the members of parliament are governing themselves with
these regulations. . .
Of the organizations of the economy, the cooperatives oo.E: ‘nomi
nally as institutions of a self-governing nature, whose running is per-
formed by an elected leadership. e
Earlier chapters have pointed out that the actual coordination in m_.p
these fields is provided by the bureaucratic mechanism [—3.1-3.3, m”m_“
The key question in this respect is the dependence of the elected co&mmﬁ
members. Who, in fact, do they depend upon: those who voted them in : s
or those higher in the bureaucratic hierarchy who pick :..Q.n oE,..c&o ,
the election, put pressure on the voters, and nOb?.B 505.5 their pOsi= _
Hga B The Sheten The .wnmrémm can be MMM”\ %MM oww mam“w%“ mM”mMMP as been grouped according to the following principle: what motivates
tion. The former is the case if there is gener more o A ;
than one candidate; if candidates oEZmMm for mzﬂnoﬂa WM Mwwnmw%mwmwwﬂ The first e sansciedoifh poliial comsiudions ks
Fthase in powar aan. Bz Voted out, Stliem can b9 skt 1o teprepared to undertake deeds of selfless sacrifice for the part , the
M.E voters nwmwﬂ regular use of this opportunity; and if in Emn.&ow L.T o P oty Milliony.are ready 1o, 05 Stk onMH i
voters recall elected leaders from time to time out of dissatisfaction with S 5 e i e e e,
their work. The latter is the case if it is exclusively the candidate of z.B.? : oim T A R itk Pl
in power who can be elected and the official candidate invariably is %s.. ,wﬁmzomr Doctors treat patients gratis, and actors perform before
ted in practice; if opposing candidates are forbidden to canvass the vot= B ants These < iy
ers’ support; and if a higher body dismisses an elected leader whe
dissatisfied with him or her.

cgulation has replaced genuine self-government. In this situation the
uuo_iam,u: and the “‘bureaucrat,”” as two separate roles, careers, and
types of personality, become one. Those pursuing a professional political
areer are members of the bureaucracy; all bureaucratic activity is “‘po-
tically activated.” ,
* Under the transitional system, voluntary cooperatives appeared, en-
oying more or less real self-government. But these were transformed by
forcible, mass collectivization and administrative establishment of rural
¢ urban cooperatives into bureaucratically managed organizations
ery like state-owned firms.
* Traces remain of the self-governing mechanism under the classical sys-
8" item. The role of ““voice’’ and the emergence of proposals and criticisms
from below [—6.3] adds up to the survival of some elements of the self-
rning mechanism. But these elements are feeble, as stated earlier.
I ower structure of the classical system is fundamentally incompati-
ble with the mechanism of self-government.

L A

6 Ethical Coordination

mechanism appears in a great many different forms. Our survey

llingness later dies down [—2.4].2¢ Where unpaid labor is done
classical system, the cause is more often pressure than honest
ical enthusiasm. "

survives to a greater extent is sacrifice on behalf of a smaller
unity: voluntary work to provide a local kindergarten, school, or
al, or 1o rehabilitate a playground.

in many areas, albeit not universally or unfailingly. The .8<2:Conwa, :
really did elect representatives to the bodies of the revolutionary H.uo:w_, ,
movements. In many places and for some time after the BfEﬂoﬂ.H d
béen won, the bodies of the new state power were o:o%m in real W_,
tions, often amid violent political struggles between various polity
movements and factions. This, however, proved to be temporary. >..mon,
ety has made the transition to the classical system once politics have be-
come bureaucratized, elections have become nominal, and _uEnmcm.

s

Soviet Unicn such voluntary, unpaid work was known as a ‘‘communist Satur-
kof a similar kind was done with similar enthusiasm in China and other socialist

war, when all peoples are prepared to make far greater sacrifices for their

n they are in times of peace, constitute an exception to this general rule.
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- latter is a very difficult task under the cond
Ee11,712].)

On the other hand, strong tendencies toward constricting the role of

This leads to another group of motives: a high _uaome.mou of people
are prepared to act selflessly or make financial mmo:monm. os.E ,cnnm:m_n
they are generous, concerned, and attentive to others. This kind h.um vol- U
untary adaptation to others’ needs, attentive gestures, and unselfish as- :
sistance often compensates for, or at least makes ﬁouonm_u.uo_ the hardships £
caused by the frictions of rigid bureaucratic coordination. Its range of

influence cannot be measured statistically, of course, but it plays none- lowing the capitalist road and in the industrially developed capitalist
theless an extremely important part at work, in transport, when shop-

,  world. What distinguishes classical socialism here is the intensity, and in
ing, in the place of residence, and in all aspects of daily life. The wwmam..w.._ i ) ,mnw respects the .wxq@Eo mﬁ.ﬁoo, of these tendencies.
wwSow of these spontaneous actions and gifts is all the more Eo&.f._ : 1. A few exceptions notwithstan
emphasizing because “‘charity’’ is looked down upon in H,:n official ideol-
ogy as something compromised under capitalism, since it sought ﬁwmmﬁmm”n_
infli itati ith mere social remedies. icial . ! : )
e Mocuaw.amwﬂmw:wm MMMWMMMMMMMHS petty, personal ‘““‘good deeds .nnoﬁvmgmn by a land reform that raises the share of family undertak-
e Mamw it hasis is on Hmm_ﬁmoﬁ for great sacrifices made for grea . In mm.S the economy even further. Later on, the establishment of the
e Classical system involves an almost total elimination of the family under-
causes. -
4 ioni 1is point deeds based on mutual assistanc ing. L |
T Yo Egﬁﬁwﬂﬁ%ﬂnwﬁw% M% muE.n: altruism. The manager 0 2 mn.B then on production is divorced from the family, apart from
maa,%.u.<0nwmm<ww_ﬁ Emmamummma of another by supplying a component,; some vestigial forms (the narrow formal private sector and the broader
e firm, i nent, . ) .
m%. example, hoping that he can expect similar support next time. Friends but wholly or partly illegal informal private sector).

i : 12- Forced growth [—9.5, 10.1] raises the demand for labor very rap-

i i ’s house, each one knowing he can count on , ]
éE.__HaE G:H; : mM ﬁmwmﬂw mnamn__.w it. This reciprocity mechanism helps’ dly, almost ,c_w.ﬁnmﬁm m.:n bounds. Many men ?oE. EBH areas .s&mv can-
115 s “find work in the villages are drawn by the rapid industrialization to

- : icti f bureaucratic coordination and th iy e ; ad i
fill the-gap left by the frictions of b dustrial communities, and many are unable to bring their families with

hanism. : .
narrow scope left to the market mec nem. Most important of all, the employment of women increases ex-

1y rapidly. Women are literally compelled by the family’s financial
lumstances to take employment. On the one hand, this change does
nelpto give women more equal rights: the horizons and economic inde-
ndence of women who go to work increase. On the other, it places
Very ..R.:Q burdens on women’s shoulders: they still have to perform
.."mmmu of a housewife’s and mother’s traditional tasks, to which the -

. ‘her job is additional. As a result, new pressures are placed on

fe, and the contribution of women to activities within the family

itions of a shortage economy

th
areas appear under the system. All the tendencies to be mentioned appear
also under other, nonsocialist systems, in the developing countries fol-

ding, the socialist system appears in
ocieties that have fallen behind in industrial development [—2.3]. So

family undertaking has played a large part before the revolution both
the villages and in the cities. The revolutionary-transitional system is

6.7 © Family Coordination

The family as a coordination mechanism proves to be the most 8@5...;
of all. It survives the dramatic changes in Ew ﬁn.,::o& and econo.
system to play a fundamental part in coordinating H:E.SH.H lives ap
activities under socialism, just as it does under the presocialist syst e

There is ambivalence in the attitude of the official ideology and practi
cal social, demographic, and economic policy toward the role of the fam

Another trend is closely connected with the previous one: a large
ily. On the one hand, its importance is emphasized. A great many opi

er of the family’s traditional activities are taken over by institutions
( 2 lesser extent firms) under bureaucratic control. To a growing
;. ; inder EENtit is “large organizations’” rather than the close family community

: i = nal period. These are cast off undes 2 b 2 : _

current in the revolutionary-transitional p concern themselves with people from the. cradle to the grave: the

gon

. ; i

that places many more moral and legal constraints on the mmﬁu._. aw., b

one actually finds in the capitalist world of today. The rocmarnaﬂ _. S Ihcbreakdown of the existential bases of the traditional family (the climination of

nized largely on the basis of the family, to which the upbringing o - . n.wﬁnnmm.ﬂwomi__q:ns.oﬁnﬁﬂrn anHowanE om.. s.oﬂnanonﬁ&cﬁmmgu%

i y n the divorce rate,
dren and organization of consumption are left to a great extent. ivorce rate

e family and undermining its functional basis in certain important
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: the hospital' S8 | crees that decided what proportion of the coordinatio. of society’s
day nursery, the Wnﬂﬂmﬁ%ﬂ% the m.o%oww W:@BHMMM %wmwnmm ol ?um:w,m v activities would go to each main type; these ool g, eyl
and the old people’s home. consider. ; :

ously during the course of history. They might be slowed down or
ﬁnnama up by particular central measures of the state, but the measures
did not decide the proportions.

free time is spent not together but on organized activities Hm&oﬁa.a to age .._
group and occupation, on outings and theater .vmﬂmoaanomm m:n:_mﬁmn.. w
by the workplace, and on firm or office vacations. m.oBm ol Eo.w_m" : It is unique in history for a central power to have intervened from
e g e S i nmEmm:”ﬂ brhe mmu.:_u.\ mnmu.nma o5 :M : above artificially by means of legal regulations in the development of
ing rises, the next step is not to buy a private mcﬁEo.cma as it would e : et & il ot e, i o
in a household at a similar standard under the capitalist system; the pur- S
chase of private cars is restricted, and public transportation Qﬁmn.% in-
stead. Owner-occupied family houses at most remain n:mﬁo.Emd\ in vil-
lages.-In the towns people live in large state- or cooperatively os”um i
apartment blocks. The vast majority of the new apartments are HuHoSamad
{
)

_,.Hmnmn by centralized bureaucratic coordination. This was a fundamental
ange that did not occur spontaneously.” It was carried through by the
ntral decisions of power, and by fire and the sword. It was then fol-

. h Owed by numerous concomitants that arose spontaneously without any
in housing developments made up of uniform tenement blocks. All thes iy

: S e < ..s.& anamﬁu o.xﬁaammq ‘c&m.m taken: the atrophy of self-governing
SEmm..ﬁwmoEmn Em.n toa'marked restrictio p all S,E.Wm d o @EP the %Ssn.:ﬁm of anwrﬁammB for <oERmQ work for the commu-
of activities coordinated by the family, and to an equatiy I . Ly, and relegation of family and community life to a subordinate role.
sion of its opposite, the muwwu e om Uoozmos/awmm..: umEmsE e there was another concomitant: a spontaneous self-generation, self-
““organized’’ activities coordinated bureaucratically.

..umMmﬂmoahmﬁamxoammm<m expansion of bureaucratic mechanisms that
oo <

t beyond the expectations even of those who initiated and directed

poch-making changes.
6.8 Spontaneous and Artificial Changes R

LA
Bureaucratic coordination already existed before the advent oﬂ the mmr
cialist system. During the course of history, partial bureaucracies, suc .
as the armed forces, central management of the railroads, or Eoﬁoco .
against epidemics, were brought into being by mﬁmﬁw measures. Operatio;
of the market at home and in foreign trade was assisted by aﬂ&.mﬁ._mm_m_w
tion; the legal compulsion to abide by private contracts was particula

important in this respect. There is central legislation on the legal aspe

most important, the self-limitation of central state power is laid dow
basic laws and constitutions. .
But however great the role of the central power of the state, _um

: 0 different paths of capitalist and socialist development are clear examples of
the establishment of the socialist system it was not basically centra

Pposites: ‘‘constructivist’”” and “‘evolutionary”’ development, in other words,
between development of a man-made and a spontancous order. These concepts

’ (ere UA. Hayek. See F. A. Hayek (1960, 1973, chap. 1).

1969a, p. 473) wrote: ““All citizens are transformed into hired employecs

nsists of the armed workers. All citizens become employees and work-

ompaQ.émnn state ‘syndicate.’”’

ympare this his exasperation in the circular letter of December 1921 to the heads of
‘agencies: ““It is necessary that an end should be put once and for all to

edtape. . . in your agency. My suggestion is that you pull yourself together

ne yourself to formal replies and dispatches to other agencies also means

pe and wasting paper.” V. 1. Lenin [1912] (1970, p. 423).

of state provision in this respect [—4.3] than it is capable of E.oi&.ﬁu.. These umB |
promises—chronic shortages of day-nursery and ﬁnaa__mmﬂ»m_n facilities, hospital
places in old people’s homes—cause a wide variety of tensions. : i

The Chinese commune went even further in collectivizing consumption T.u..u

Several passages in the rest of the book deal with family Eoun.nc. and the ec
role of the family, including that of women. These analyses oH.nE,J. imply an exam
of family coordination as well, even when the term ‘‘coordination’’ does not appear ¢
citly in the text.

ould vanish, or at least be confined to insignificant positions, and re- °




