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1. INTRODUCTION

The Kibbute (K) and the Yugoslav selfmanaged entenprise (Y), in
their eight and third decades, respeatively, are the only long lasting, re-
latively large scale, institutionalized systems which bring to the level of
the workplace the reality of democracy.

Both X and Y consider themselves to be sellf-managed (S—M) orga-
nizations, and both are accepted as such by students of S—M. One pur-
pose of .this paper is to find the systemic features common tto both K
and Y, since these will then form the set of sufficient conditions for the
existence of a S—M organization. However, K and Y are only two of a
Jarger set of possible S—M organizations, so these common features
need mot constitute mecessary conditions. Another puspose is o examine
the key differences between K and Y that are not related to S—M per
se, in order to learn more about the specific characteristics of these two
jmpontant organizations.

Sinoce considerably anore attention has been paid to Y than to K in
the fditerature on S—M, our discussion foouses o K, and we present a
linear model of K. In discussing the systemic features of K and com-

*) Some of the Dubrovnik Conference participants raised objecticns_ to
our compamison between & comprehensive socio-politico-economic organiza-
tion, such as the kibbutz, and a primarily economic organization, such as the
Yugoslav enterprise. As we makie clear in ithe paper, and especially in Section
II on the objeotive funotion, we view the Yugoslav selfmanaged enterprise
as much more than a mere producition umit, where membens are only seeking
to exchamge labour for money Wages. In the Yugoslav theory of selfimanage-
ment, as well as in Yugosiav practice, members seek to satisfy some of their
i tant political, social, and psychological needs, @s well as economic ones,
Jn addition, it is useful vo compare two of the most significant examples of
self-management; ithe fact that these two types of selEmanaged organizations
differ significantly in their @Enstitutional ~amrangements, adds rather tham

volume on the egonomy and economics of ithe kibbutz, and
(1963). For the Yugoslav enterprise see: Adizes (1971), Jan Vanek {1672), and
Neuberger and James (1973).
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: the objeotive funoti-
i to those of Y, we shall concentrate on : :
ggr(;mfgetg::?inong;mzation and on the various types of constraints _fa-c'mg
them: this treatment follows along the lines of a moldel of gptimization
sm!bje’ct to constraints. The model of K presented in Section VII is ex-
plicitly such a model.

Optimization Model Including the Economic System

Stanidard miianoeconomic theory views the onganizattion as a "black
box", and does not baiing the economiic system of the lorganization exrpf.li-
citly into ithe economic model. We include the organization's system in
the model as influencing the technology chosem, and the calculation of
the solution to the optimization problem, as well as oreating non-tech-
nological comstraimts.

The economic system consists of a priori restrictions (legal or cus-
tomary constraints limiting the feasible choice set), the decisionmaking
structure (the distribution of authority to make decisions among the or-
ganization’s members), the information structure (the mechanisms and
channels for providing information), and the motivation struoture .(the
mechanisms by which the decisionsmnakers can influence others to imp-
lement their decisions) (Neuberger and Dulffy, 1976). .

The objective function of organizations has for a long time been
dealt with in simplistic terms. More recently, the number of dissenters
is growing, and even the "bastion” of standard economics indhuded in a
recent issue some antidles which suggest the comsideration of factors
that have typlically been disregarded as being iboo "subjeative’” (see Ame-
rican Economic Review, May 1978).

Amn additional departume firom stamidard enicrioeconamic models of the
finm, necessitated by the nature of the orgamizations umder comsidera-
tion, ds the analysis of iboth production and consumjption decisions in
one model.

II. THE OBJECTIVE FUNCTION

Amnalysis of organizations, and especially an analysis which aims at
the understanding of the economiic behaviour of organizations, must pose
at a very early stage the question: what iis the ‘objective function which
provides the motivation behind the actions of ithe organization? We
turn mow ito the analysis of the objective function of K, and then com-
pare it to that of Y.

The Objective Function of the Kibbutz

In general, K membens belong to one of the following categories:
those who were bom in a X, otherns who joined the X as members
of youth movements, those who joined together to establish a mew K
or people who joineid existing K on an individual basis. These people
have expenienced common socialization, by sharing both living quarters
and education in the X, or common youth movement education prepa-
ration for K iife. Thus, K members are self-selected, and their views of
the desirable society, and especially of the organization of the micro-
sociaty, are different finom those oOf ‘the general Israeli society. Since
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enttry into K is almost completely firee (most XK are altways willing to adid
more membeérs) and the standard of Jiving in K is higher than that of
the majority of Israelis, the small propontion of the population that is
in K makes it clear that most Israelis do mot share the K ideology. All
of ithese factors woitk strongly ifn favour of homogendity of opinions in K.

We may, therefore, consider the K membership as vintually a
"team' (an organfization whose members share common objectives).
There are, of course, divengences in individualities, and tastes and abili-
ties. However when we deffine ithe vather broad cabegories in which we
are interested for the constouction of an objective function, we may
strongly angue in favour of the K as a team.

In view of ithe above, we shall discuss the objective function of the
K as a whole, ignoring possible dififerences among objeotive functions of
various imembers (mote that Ampow's Impossibility Theorem regarding
the welfare function does mot cause problems in the case of a team).

‘We may very hentatively posit ithe followling general form of the ob-
jeotive function of K (pending a thorough empirical investigation of
this critical issue in the economic analysis of the economic system of X):
Kibbiitz welfare = fi(consumption (C) of public goods, C of collective
goods per member, C of private goods per member, profit per member,
modernnfization of K means of produdtion, gnowth in X membership, ex-
triinsic and dntrinsic factors, hours worked per member). .

A more rigorous representation of the X objeotive function, and its
implications are amalyzed in Section VII, where the complete model of
K is presented. ' :

The first set of arguments deals. with various components of com-
sumnpition. We hawve separated C finto three categouiies because goods in
the various categories are treated differently within the K economic
system. Consumption goods in K can be divided into private and collec-
tive goods, depending on: (1) whether the benefit of the consumption is
primarily reaped by the individual or shared by the individual and the
collective, and/or (2) whether a good is addressed 4o a specific indivi-
dual or can be consumed by anycne. For example, consumption of hou-
sing services, clothing and the small amount of money given to each
member may be considered as private goods. On the other hand, cultu-
ral performances, education, health, and food consumed in the comimon
dining room may be considered as collective goods. A subset of collecti-
ve goods are »pure public goods«, ie. those where the consumption by
one member does.mot reduce the amount available to others (within the
limits of K membership), e.g. oultural perfonmances. K ideology gives
preference to collective goods over private goods and to pure public
goods over other types of collective goods?

We are grateful to Ichak Adizes, Bdward Ames, Rivka Bar-Yossef, Ellen
Comisso Estelle James, Michael Keren, Dan Leon and Menachem Rosner for
comments and suggestions on an earlier drafit.
~ _This paper represenits ar abbreviated wversion of Ben Ner and Neuberger
(1978). The reader imterested in a miore detafiled description of the kibbutz
and the Yugoslav enterpnise, shiould consult the fomger paper, particularly
ithe section on the decision-making structure and footnote 1. The paper is
available from the authors. . .

Y See Bankai, 1977 for a somewhat different categorization, and detailed
discussion of the consumption issue. ’
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We suggest sthat K maximizes total consumption of pure public
goods, since the utility derived from these goods does mot depend on
the number of members in K and because these goods represent, i a
centalin sense, the K as an entity beyond the sum of the individual mem-
bers. Other collective consumption goods (consumption of one member
diminishes the amount available to others), as well as private consump-
tion goods, are maximized per smember, in view of the desire of X to
inarease personal welfare of members.

A digression is needed, at this point, to deal with some constraints
direatly welated to consumption. A premise of the K movement is that
consumpthion levels should not stagnate, but increase from year to year.
This, in turn, is constrained by two ideclogical premises: the per capi-
ta consumption should vary only slightly among the &, and the per ca-
pita consumption of X members should not exceed the Israeli average
by a lange amountt :(this last constralinit §s deriived finom ithe socialist view
of the entire society, and the will of the K not to separate themselves
from the standard of living of the working class).?

The mext argument in the objeotive function is profit per member
(total revenne derived firom salles minus nonlabour expenditures per mem-
ber). The inclusion of both cvonsumption and profit as separate argu-
ments is dictated by the mature of K as both a collective household and
a production organization. For K as a production organization, profits
are am dmportant indicator of its relative success, just as for K as a
consumption onganization, the goal is to maximize consumption of all
types. :

Empirical evidence indicates that X have very low iarginal propen-
sities to consume in the short wun, 0.2 or dess, and that many K have
large savings and others large debts. (See Barkai, 1977, pp. 151-54, and
Helman, 1976, pp. 389-92). This combination of circumstances may be
explajnable by the serious constraints placed on ‘consumption, combined
with the objective of maximization of profits or savinigs. Those K which

have large savings would aot enigage in the activity mecessary to produce

these savings, given the constraints on consumption, unless profits (or
savings) were an independent argument in the objective function. Those
K with large debts, on the other hanid, are clearly attempting to reach
the acceptable consumption range by borrowing. The consumption con-
stralints also explain the wery dow shomt oun manginal propensities o
consume in K. _

A related argumentt, but one indepenident of profilt maximization, is
the desire to modernize the K. This is a unamnifold objective which incor-
porates the aspiration of K members bo: modemnize production for its
own sake, as well as for the sundival of the K ecomomy in competition
with other Israeli and foreign productive onganizations, to benefit the
Israeli economy as a whole, and to provide expertisedntensive jobs for
members. This goes along with other objectives related to work, to be
discussed below.

’) The Gini coefficient of per capita consumption inequality among the
K in the fifties and the sixties was around 0.10 (Barkai 1977, p, 155), The per
capita income in the K was about the Isracli average (Idem, p. 158), and so-
mewhat above the average of the workiing class,
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The mext argument in the objective function, the desire to increase
K membership, is a consequence of the social ideology of the K move-
ment, which wiews K dife as tsockally superfor to other formss of life, the-
refore to be spread among as many people as possible (this also expla-
inis the dnberest of the K movementt in Kdike settlements all over the
world). In addition, many consider the growth in population as a ma-
jor test for the health of the community's social #ife and strength.

An important set of arguments in the objective function of the K
are other extrinsic (factors, as well as intrinsic factors’ The K places im-
portance on these factors: direct democracy, non-hierarchical organiza-
tion, competency of managerial staff, rotation, friendly relationship at
the K in general, satisfaction of the individual from his job amd his
physical environment, responsibility of the individual towards the colle-
ctive in matters that affect the membership, etc. (For statements on re-
lated objectives see Appendix to Ben Ner and Neuberger, 1978).

Wornk ds considered a positive end im itself, and not only a means
towanid ithe adhievemenit of wother goalls, and s therefore includekl dn the
objective function. It is a meed to be satisfied (that is why older and
physicallly handicapped poeple have to be provided with work, even if
It 4s an economic waste). We would argue, though, that this 4s true only
up to a point; satiation exists, and afiter the »consumption« of some
amount of work we run into megative marginal utitities.

‘What is the jperjod over which ithe objective function of the K is
maximized, and what is the rellative importance of future versus present
utility?

) For example, Golomb and Katz assign an ovemdiding dmportance to the
growth in K membership. They wuite: ! A

"In one place are two kibbutdim, established 33 years ago, (with simi-
lar endowments) by the same movement and by the same number of foun-
ders {iniitial number of members), and tioday they are very different. If we
test only the profitability, we muist say that kibbutz A succeeds much better
than kibbutz B, since its standard of living is much higher thanks to its
successful factory. But firom ithe aspeot of members attachment to the
kibbutz, A s less effective than B, and B’s population is bigger today by 100
than that of A. Although B's economic situation is mot bad, it does not have
the abundamce of A. ...In spite of the economic success of A we predict ithalt
in the future it will face difficulties #n its development more than its
neighbour . .."” (Golomb and Katz, 1971, p. 86).

*) The infrinsic factors are viewed as being denived from the dndividual's

xt'glatilon to ithe job itself. Alternate labels are job comtent factors or motiva-

TS, .
Extrinsic factors are rewards or sources of meed saffisfaction that stem
from the organizational context and are this somewhat divorced from the
direct influence iof ithe Gndividuat.

Intrinsic factors: 1) Achievement, or dompleting an important task su-
ceessfully; 2) Recognition, or being singled out for praise; 3) Responsibility
for one’s own or other's wouk; 4) Advancement, or changing status through
priomotios.

Extrinsic factors: 1) Pay, or salary increase; 2) Technical supervision, or
having a competent supemvasor; 3) The human relations quality of supervisi-
on; 4) Company policy and administration; 5) Working conditions, or physical
sumroundings; 6) Job secuality (Herzberg et al,, 1957). We shall often single out
income or comsumption from other extrinsic fadtors, although they clearly
belong to this category.



52 A. BEN NER AND E. NEUBERGER

Most K members view their lives connected with the specific X in
which they live, and the rate of leaving the K is wvery 51'0w {around .2%
annually; see Barkai, 1977, p. 76). These members are dikely to consider
their own life time as the minimum time horizon, In addition, X mem-
bers expect that most of their children will remain on the K and have
great dedication to the welfare of their children.

K members consider their way of life as unique, impontant and po-
sitive, and want the K to flourish, aside from any jpersonal interest in

its contimuation. These factors lead to ithe conclusion that the time ho-

pizon of the K is likely to be longer and the rate of time preference lo-
wer than in most other types of organization.

The Objective Function of the Yugoslay Enterprise Compared
: ' to the Kibbuiz

Ewver since the pa'thibreaking artidle by Benjeamin Warid, stuldenits of
S-M tended to accept profit per worker maximization as the objective
function of the Yugoslav SM enterprise$ Along with Jan Vanek (1972),
we believe that such an objective function is mot a good enough appro-
ximation for Y, and an in-depth inquiry dnto the reasons for the actions
of Y, as well as X, is mecessary, in onder to lay the basis for a com-
prehensive economic theory for these two itypes of S-M onganizations.

In our discussion of K, we have comcluded that, ffor our meeds, it
can be approximated by a feam. Is the same e of Y? There can exist
significant divergemces among individual members and different. catego-
ries of members of Y, and the various objective functions must then be
reconciled through the decisionimaking process, which combines a vo-
ting scheme anid a process of con'senisus formaitiion. We shalll not ibe con-
cermned with the vanious problems of constructing a Y objective function
but only with comparing the anguments that might appear in this
function with those in K's functiomn.

In the discussion of XK's objedtive funotion, we have encountered. an
interesting feature: comsumption and profits both appear in the objec-
tive funotion. In the case iof Y, it seems more appropriate to include on-
ly profits (or in Yugoslav parlance, income or dohodak) which combine
both consumption and saving. In our disoussion of the K objective
function, we have indicated that some arguments are maximized per
member and others in foto. In the case of Y, workers are likely to re-
gard income per member as the maximand, while management may pre-
fer to maximize total income, ceteris paribus. For the punpose of this
paper, we shall ignore this potential difference of opinion, and; adopt
the cohventional wisdom that in Y it is per member income that ds
maximized. _

We have argued that K strives to increase ithe number of its mem-
ber. It is appropriate to contrast this statement with the hypothesis of
Furubotn (1976) that the oniginal members of Y will tend to limit mem-
bership to a certain mumber. This is so because they want to preserve
some monspecuniary advantages which may be dost by an increased and

¢) One important exception is Horvat (1967).
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uncontroiled membership. It seems to us that the Fumubotn hypothesis
should fit X better than Y. The recruitment of K members is done in a
manner to minimize the number 0f prospective members who hold di-
fiferent values firom those of ithe "founders’. This does not mecessarily li-
mit the oumber of K members, but it places an additional burden on
the ’‘search commitiee’. In Y, though, the case is weaker, since the
weight of non-ncome factors which may be affected by the vakies of
prospective members is smaller than in K, and the realms of life shared
in Y are much more limlited comipared to XK.

Two additional arguments in both the K and Y objective functions
are connnected with labour perfformed by their members. We have sepa-
rate arguments for the atility derived from extrinsic and dntninsic fac-
tors connected with work, as well as for the atility or disutility conmec-
ted with each hour of work. This differs fwom the usual treatment of
the disutility from labour which either aggregates both of these factors
or ignores the first one. The significance of this disaggregation lies in
the fact that we deal with extrinsic and intrinsic factors as if they were
commodities to be produced jointly with goods or services, while hours
of labour are striotly inputs into the produoction of these goods and ser
ices. Compared ito K memblers, meimbents Of Y wiew tthelir work aore as
a means to obtalin perisonal dncome, ainid lelss als an exid in dtself. Therefo-
re, in Y the relative importamce attached to the number of hours wor-
ked exceeds ithe Imjportance of extrinsic and intrinsic factors, as compa-
red to K.

Due to diffferences among shembers of Y on the proper time hori-
zom and discount zate, and the inability of workers to vest investment
in the enterprise, as compared to their ability to own individual savings
accounts (which X members cannot have) it is reasonable to assume
that Y will have a higher discount rate and shorter time horizon than
K. We would allso expect ithat a new K, with a lange proportion of young
members, will probably mot have a different age composition; a Y in a
situation probably would. )

1. THE INFLUENCE OF THE ENVIRONMENT AND A PRIORI
RESTRICTIONS ON THE ECONOMIC SYSTEMS -

In enalyzing the economic systems of K and Y, we utilize the DIM
approach developed by Egon Neubenger (Neubenger and James, 1973 and
Neuberger and Dufify, 1976), which built on Koopmans-Montias (1971).

' The Envirowment of the Kibbutz Compared to the Yugoslay Enterpri’sc_:

The enviroriment in which K and Y function differ in many res-
pects. For our present punposes, we may disregard the physical and te-
chnological environment and dondentiralte om ithe socio-politico-economic
aspects. To be a selfimanager in Yugoslavia is to act normaily, while in
Israel of today a K member, as well as the K movement on the whole,
are considered outside the mainstream and in many cases are fooked
upon with hostility. The total K movement population aumbers about
100,000 or omly 3% of the total population; selfsmamagers in Yugoslavia
fonm the vast majornity of those employed in non-agricultural ocoupati-




A. BEN NER AND E. NEUBERGER

54

ons, and alt of the members of agricultural cooperatives.

SM in Yugoslavia was the creation of the political system and its
leaders. Although some.initiatives towards changes and improvements
in SM practice come from below — the S-M orgamizations — the signi-
ficant changes have ito have the imprint of a law @f not of the Consti-
tution) and originate with the govermment. In Israel, on the other hand,
selifmanagement &n K iis the areation. of a fiew individuals who unidentook
that way of life voluntarily, and changes originate in the XK movement
(as influenced by the changing environment).

One impontant difference between K and Y is the degree of choice
to potential members ©of each organization. A potential member of K
can join K, a moshav, a publicly owned enterprise, a privately owned en-
tenpreneur jn dndustry or agriculture. Thus, membership in X is clearly
limited to those whose objective functions give great weight to X va-
lues and way of ife.

A potential member of Y has similar options but with the very signi-
ficant difference that, exoept for private farming and small handicrafits
and catering establishments, all the organizations are of the S-M type;
S-M enterprises employ over 90% of the total monagricultural labour
force. Thus, while Y is a central institution 4n the Yugoslav economy, X
is a marginal one in the Israeli economy, and this difference leads to
both advantages and disadvantages for K and Y. One advantage is that
marginality permits a »purer< fomm of selfimanagement.?

The A Priori Restrictions Faced by the Kibbutz Compared to
the Yugoslav Enterprise

A priori restrictions are fixed decisions, of a legal or customary na-
ture, that cannot be changed at all or can only be changed with great
difficulty by the organization’s decisionanakers. They operate as com-
traints by Mmiting the feasible choice set. Thus, in addition to the te-
chnological constraimts imposed by resources and technology, we must
consider these additional systemic constraints. (Neuberger and James,
1973)

A crucial influence om the production possibilities and future acti-
vities of both K and Y s exercised by their founders. A new X in Is-
rael is founded by omne of the K federations in cooperation with the
Jewish Agency and the Israeli Govermment, while a mew Y is msually
founded by local government units, existing enterprises or groups of in-
dividuals. The members act in an environment which was predetermi-
ned by the founders who are, in the great majority of cases, distinot
from the current membenship. On the other hand, the founders lose
control of the organization to its cumwent members. Given the meed for
reasonable decisionmaking autonomy in a S-M organization, this forced
separation between founders and current members ds a unique systemic
feature of SM which is mot found in a capitalist enterprise or a state
owned and controlled entenprise in socialist coumtries.

The means of production are owned by the individual K dn Israel,
and by society as a whole in Yugoslavia. In meither case, do the mem-

I
% We are grateful to Ellen Comisso for suggesting this point,
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bers have any pensonal property rights over means of production. Ho-
wever, de facto, cunrent members of both K and Y colleatively exerclise
most mights granted by ownership. The major restriction in both cases
is that smembers cannot sell the propenty and distribute the money. In
the fiew cases where K or Y ang dissolved, the propenty mrevents back
to the founders. '

An important a priori restriction in K, as in Y, is the distributional
puindiple; The distribution of consumption goods and services in K s
accomplished by two different distribution techniques, depending on the
type of good: 1) equal distribution on a per capita basis to all members,
and 2) distribution according to differential needs of members {within
the constraint imposed by K resources). In Y, the principle of remune-
ration is according to contribution. Work is usually provided in both K
and Y in equal amounts of time by each member, though different abi-
lities may cause different results from the work. In K we find a sepa-
raftion between contribution and remumneration, while in Y there #s an
eimphasis on ithe conneotiion between them.

K and Y face similar a priori restrictions in the hiring and firing of
members. Both organizations are reluctant to fire members. While in
K there is an absolute prohibition on firing a member for economic rea-
sons, Yugoslav enterpuises, in spite of severe government regulations, ha-
ve occasionally reduced their membership. On the other hand, hiring of
wage earners (as opposed to members) is prohibited in both organizati-
ous -(although both find ways to ‘get around these ideological in XK and
legal ‘in Y restnictions).

Another a priori vestriction facing K and Y ¢s related to the S-M
character: each member shares equally in the (formall) decisionmaking
power, i.e. both are governed by the oneman one-vote rule, unless com-
sensus can be reached. This mule, as most others mentioned above, is
enshrined in the Yugoslav Constitution. In K, it is pant of the tradition,
rather than law; however, this makes it no less powerful as an a priori
restriction.

Wow that we have a picture of some of the general characteristics
of K and Y, their objective functions, and the main a priori gestrictions
imposed on: them, we may proceed ito a brief examination of the three
systemic structures. '

IV. THE DECISION-MAKING STRUCTURE

The decision-malking struoture in an orgamization reveals the arran-
gements whereby decision-making authority is allocated among mem-
bers of the organization, and the set of decisions made within the or-
ganization.

A S-M organization has, in principle, its entire collective as the ul-
‘timate decision-maker on any issue. Due to problems of size, inability
of some members ito cope with the information processing requirements
for decisionimaking, the meed ifor a specialization of labour, and the re-
luctance of the whole collective to spend time on issues that are unim-
portant lead to the meed to split ap the collective into smaller sub-units
or to delegate authority to certain representative organs.
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The Decision-Making Sructure of the Kibbutz

The K, as a S:M oméamiza«tion has :its entiré collecti i
] M : ) ! ollective as the ulti-
E&Le ]191rdex of decision-making power., The collective includes all people
“'1 ve 18 years c,xlzd.- who were accepted as members. Thus, not everybody
who works in K is automaticallly a enember. The categories of people
wh.o ii-es_xde or work in the K but are not members include: potential
)rz;nt]h el‘ih\:ho are -Jr.tnhrbI}ténr probationary period, temporary volunteers
s are on (ne K to be trained to either join the X or fo '
” s & 1, 3 T
new K, older jparents of K members, and nonaesident wage dzbbrujrneri
canc::r;trated in K industrial plants.
ong those who form the K collective and exerc i
. L T ‘ d exercise all the deci-
leommaﬁd.mg anthority, wirect democraky fis- tthe monm. *Although OibSVtz;-
es to direct democracy exist in K, they are mot very severe: ‘
1) X membership (the decision-inakers) m e
. : umbers typically 300 t
450 {lg,ansorns. The branches (produdtiive subunits of K) .ramei)y emi(:ollloy mi
Iﬁe .kiajbqn lefz a'%emlkt)em.s, a;.rlmd the industrial plant, the langest employer in
d » as typlcally mo more than 50 workers. (779
employ less than 50 workers). : ricors: (77% of all K plants
2) The average level of education of K members i i i
! : s relatively high
(mgst .I_nem-be_ns -hm:e_‘thh school education and have participated %fn
professmna]} job-iraining courses) amid homogenously distributed. The
K -mgml_)ar fis expedted o wortk in X wintil metiverneintt, anid therefore it is
mmlhly xxncxﬁthwhhﬂﬂ to finvest fin hiis profiessionall  draining. Most
n";embers zhe‘me ttihe topiporftunity o get acqualinited with a variiety of jobs
pax)ﬁopmed in K and the problemls  encountered by variows branches.
'I‘h!nsv ‘1;) g;x:mmo rﬁ;gbmtaifmm} dgmhch[pﬂle follweld by ithe K, as well as the
ek 1 membens in jobs accoridinfg ito temporary needs of K. Thi
oconstiitiutes an impoattanit decision-malking frput. " ’ N
.‘3.) A limited rotation also exists in mmanagerial and administrative
positions at the X deval‘l. This, and the frequent, informal encounters
among members, help in the spreading and processing of infonmation.
The members of K must make decisions on production and invest-
ment, just as decision-makers in any productive orgamization. But, in
addition, they make dec_isions on consumption (both amount amd type)
of :{nf:-ﬂﬂﬁrs and on various aspects of the social life of members. The
process by which these decisions are made 4s described in Ben Ner and
It\iT:)i;ﬂberger (1978), and will not be preented here due to space limita-
S.

The Decision-Making Structure of the Yugoslay .Enferprise
Compared to the Kibbutz

L As in K, Y thas, in principle, dts entire colleative as the nltimate di-
cisionsmalker on any dssue. The obistadles o idirect democracy, which is
a goal of the system, are more severe in Y than in X: .

i _1) The membership of a typical Y is much darger than that of a ty-
pical K. The BOALs (basic organizations of associated labour) are the

-test ‘f en 'S b 't than
a In a senes of « SI'PIuSe strouuts aer-d are SO C. ¥ ¥
)] ; alls I h arge[
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2) The educational level of Y members is, compared to K, u_nevan'_ly
distributed. That means that a priori, the possibilities to participate in
decision-making are not equal, because of the dififerences in abilities.
Thus, in this senise, K s more favourably situated, since, at least in pnin-
diple, most members are able Ito fudge most dssues brought to them
for decision, and, in fact, niore issues can be brought to the gena}.‘avl
assembly for consideration. Rotation in jobs is not a cominon practice
in Y, as it is in K. Thus, most members will dack specific knowledge of
working processes of other -units in the same BOAL, and in the en-
terprise.

3) This is offset, partially, by the knowledge gained by members
serving in SM organs. However, the advantage of the K job mobility
and the informal channels of knowledge exchange in K, place it in a
more favorabie situation compared to Y for the punposes of democratic
participative decisionmaking.

These impediments to direct demoocracy in Y were, partly, the cau-
ses for the changes in the decision-making structure of the enterprise,
enshrined in the 1974 Constitution and the 1976 Associated Labour Law.
These enactments transfemred virtually all enterprise decision-making
authority to the BOALs — an extreme decentralization of decision-ma-
king. Full implementation of the BOAL comcept would mean the withe-
ring away of the enterprise, and fits replacement by a »marjage de con-
venance« of BOALs. To the best of our kmowledge, this has not been the
generzal experience in Yugoslavia, and ithe Yugoslav enterprise is still a
viable institution, and a useful analytical category. A key factor in ma-
intaining the integrity of the enterprise is the extent of technological
and other interdependencies among the BOALs. .

"While BOALs in Y are similar to branches én K, they are mot only
langer, but also tend to fonm parts of a vertical production chain, while
the K branches are, generally, horizontally independent production
units. . o
-In summary, we would argue that a key difference in decision-ma-
king -stnuctures is that K is gnore centralized than Y (even though tech-
nological vertical integration in Y would seem to require the opposite).
Although branches in K may argue with K central committees omn
plans, the ultimate decision rests with the central organs who contnol
the major vaniable input — dabour. In addition, the fact that the K may
be considered a :team reduces greatly ithe likelihood of serious divergen-
ces between a branoh and the whole K. This is not necessarily true in
case of Y and its BOALs. We would also argue that the decision-making
structure in X is likely ito be more panticipatory, due to the smaller size
of the whole organization and its pants, the greater homogeneity in edu-
cation among the members, and the more frequent meetings of K or
branch members to discuss a broader range of topics. .

V. THE MOTIVATION STRUCTURE

' Tthe essence of the motivation structure consists of ithe non-techno-
logical means to achieve organizational goals. After the objective functi-
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on has been formulated, and, given the inputs and technology to be
used, wha_t means are available to induce the members to comply with
the organizational goals? The question we raise is mot how to manipula-
te members to do some external agent’s will. Rather, the question is,
given a collective of poeple, as in Y and K, what are their best means
to anduce themselves to achieve their common objectives?

It is possible to divide the motivation structure into four broad ca-
tegories: '

1) Individualls beiing motivatteld by Snitminsic and exttiriinsic dewamnds
(see footnote .S). These rewands can be Tegarded as positive or megative
and as material and nonmaterial g centives; '

.2) Q}ndividu_arls being motivated by their ddentification with the or-
ganization amd its goals, as would be true in a team;

3) Mandpulation of the individual's enwironment by ithe onganization
(for exz?mq??le:, the organization may limit the feasible set of actions open
to the individual or manipulate the information available to ‘him, thus
causing him rto act in a specified manmner);

4 4) Individuals tend to follow customary actions by force of habit. In
reality, one 'o’bs;c‘r-ves all four types of motivation wornking together. Ho-
wever, motivation stmuctures of organizations differ in  the relative

emhasis ithey place on these four types, or ith ecific in :
one or more of them. ’ e specific ingredients of

The Motivation Structure of the Kibbutz

In most organizations, incessant attempts ane made to ; re ]
mtniburﬁif)m.df ithe indiviidual o the o ,'I.uzn order tto cnewau‘ﬁui?l:;ramaﬂ.’le' th;
in a disoriminatory fashion (more contribirtion — more remuneration)
and thus to improve the functioning of the motivation structure. I-n'
K, as we have already seem, one of the major a priori restrictions is the
Separation between contribution and: remuneration, More contribution
to the output thus does mot result in greater material remuneration
(except 'fqr the proporntionate share of the member in the additional
consumption of goods and services achieved through his additional con-
tribution; in an organization of the size of K this is, however very
small). Thus, in order 1o motivate its members to work, K has ;to relj
on other types of motivation. ’ g

We have angued that K membership can be approximated by a
team, and that sharing common objectives is a powenful motivational
mechanjsm. In the literature on the theory of teams (Marschak and Rad-
ner, 1971), motivational problems are ignored, on the assumption that
shared objectives provide sufficient incentives for all team members to
work toward team goals, and individual incentives are completely repla-
\C;g' }I)D&’tgn;oup ;ilsl;:enebives. Members of K not only share common ob jeoti-

‘but tthey enid mo worlk | f ift ¥ commung a1
a feeling of solidarity. For fhe benefi of e oy ot of

In addition, there usually exist powerful motivational mechanisms
tp assure ithat each member, in fact, works toward the maximization
fzf .teau.n g?ai§. In K, a key motivational source is social pressure. A
‘free rider' will encounter problems which are nonexistent in other 'or~
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ganizations. Social isolation ds the most extreme of means society cam
exercise against a member who does not comply with the commonly ag-
reed momms of work, with ithe exception of the extremely rare step of
expulsion. On the other hand, social pressure can be a positive incenti-
ve, im the form of social approval and recognition. This is related to the
positive value attached by K to work for the achievement of K goails,
and to work as an end im dtself. This is summarized in the common X
expression "ethics of wiork”, which @ncorporatess the demamnd placed by K
society on the individual to fulfill his job according to his best abilities,
nolt because of the sanotion's feared or rewards expedted, but as a conse-
quence of ithe poisiitive walue placed on woulk,

In addition to the powenful intrinsic factor of social recognition or
diisapproval, other extrindic, and ntrinsic motivators seem ko be very
important in K relative to other organizations. In the absence of indi-
viduall material incentives, factors connected to the content of the job
play a major role as motivational factors for work.?)

Tradition s dmportant fn il orgamizatiions but XK life tends to nein-
farce customary behaviour more ithan organizaitions that are mot as smail
and not as soclally and economically cohesive. To the extent that the
stress om the importance of being a ;good workers has become part of
the K tradition, members tend to work out of habit, as well as out of

The Motivation Structure of the Yugoslav Enterprise Compared to the
, Kibbutz

The major difference between X and Y is the importance of indivi-
dual material incentives in Y, and their complete absence in XK. In Y,
the member gets a proportionate share of the enterprise’s or BOAL's
revenues, and his share is based on his quallifications and his actual per-
formance. Thus, members are motivated by both group and individual
incentives,

Other extrinsic, and intrinsic factors play a role in the motivation
structure of Y. However, since work is apparently more instrumental
for Y members than for X members, we would expeat these factors to
be more powerful in X thiam in Y.

An important intemnational comparison of industrial plants in five
countries, including K and Y (Tannenbaum et al.,, 1974) included treat-
ment of motivational issues. The study shows that the reward for doing
an especially good job dn K ds primarily the high opinfon and praise of
co-workeals and superions; fin Y this s also dmpontant but it does not
stand out as strikingly as in K. If a X worker does a very poor job, he
is exposed to the ariticism and dow opinion of coworkers and superiors.
However, this type of social disapproval carries with it no other penal-
ties, and a worker in K complies with his superior's requests because
he respedts his comppetence and judgement, kit fis his duty, and is neces-

. ") Menachem Rosaer, @ leading expent on kibbutz matters, suggested that
his researches, as well as lothers point to Ithe centrality of tintrinsic factors,
mainly those related to job content, to the motivation structure in X -(letter
to authors, July 2, '1978).
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sary for the benefit of the K, and not because of the superior's ability to
grant special help or Lo penalize him. In Y, the major result of doing a
poor jiob is oriticism by ithe suplerior, with the tow opinfon of superior
ank co-workers being mext in impodtance. The possibility of adivancement
is negatively affedted by doing a poor job in both K and Y. In
K advancement does not carry with it any matenial benefits but does in-
volve greater extrinsic and fintrinsic rewanrds, such as recognition, auto-
nomy, professional challenge. In Y it brings with it both material and
nonmaterial rewands. The motivation structure in Y provides for the use
of the traditional manmagerial canrot and stick approaches to motivation,
while this ds practically elimninated in the K wnotivation structure.

VI. THE INFORMATION STRUCTURE

Every individual or group decisionanaker requires infonmation
about the environment and ebout actions of other decision-makers in
order to reach rational decisions, and the information structure must
satisfy the needs of ithe decision-making and motivation structures.

The two S—F onganizalfiions nunider consideration (like probably most
such organizationss) combine two infformmation substmuatures, a selatively
centralized inforimatiion striudiure within the managerial substmiature with
infonmation flowlkng fnom alll pants of fthe organizatiion wp to ithe centre
(director and: his staff in Y, or the economic committee, in K) and then
down again to the various iparts of the organization, and (2) a relatively
decentralized information stmoture within the selfimanagement sub-
structure, with information being oollected from all parts of the orga-
nization and then passed out again to all members to enable them to
make informed decisions. We might view the channels of information in
this substmicture as being indireot horizontal chamnmels, 4. e. information
is ‘gathered by an agency that is mot a hierarchically supenior or subor-
dinate and then disseminated to diher panticipants (see Neuberger and
Duffy, 1976, p. 232—34 ifor a discussion of indirect horizontal channnels
in the Fremch central market survey system). It is clear that such a de-
centralized informatiion stmudture, in which mo organ is allowed to mo-
nopolize infonmation, is essential for S—M to work effectively. (This is
fully realized by K and Y. For Y, see Assooiated Labour Act (1976) Anti-
cles 546—550).

One key weason for ithe failume off S—M tis the tenideincy of managertal
personel to control and filter information, and not provide the S—M or-
gans with sufficient, high quality information. This has been a major
themee in the aitadk on ithe "techno-managerial stnudture” in Yugoslavia.
In X, this seems to be @ lesser problem because of ithe numenous in-
formal chanmnels for information collection and transmission, and the
grealter preparatiion of ‘mank anld file’ members to intenpret dnformation.

The meetings of the collective and of other S—M organs are. pro-
bably as mmuch information transmission mechanisms as they are de-
cisionamnaking mechanisms. Some studies of worker attitudes have
shown that many workers place more emphasis on being informed of
what is going on and in having the opportunity to presemt .their views
tham on playing a significant role m the decisionanaking process. (Neu-
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berger and James, 1973, p. 280). In both K and Y this involves an ele-
ment of insurance (and, thus, misk avension) on the part of ithe mem-
bexs. Informattion on ithe "goings on’ in ithe orgamizaition prevent the
possibility of a member being manipulated, or his preferences being
ignored.

The key dififerences are the constant horizontal flow of information
of alll types through formal and informal chanmels in X leading to a
much lesser likelihood that X management will try, or succeed, to ocomnit-
rol and filter énformation. Also, there is mo meed for monitoning perfor-
mance in K to detenmine renumeration, but a need for horizontal cham-
nels of information among members to monitor each other (the social
pressure). On the other hand, due to the comprehensive nature of K
life, a much larger amount of information has to be transmitted than
in Y.

VIL. A SIMPLE TWO-PERIOD LINEAR MODEL OF THE KIBBUTZ

On the basis of the foregoing discussion of the economic system of
K, we present a highly simplified model of K. Compared to the discussi-
on in Seotion II, this model eliminates certain arguments of the objec-
tive funiction, and some constraints. We chose a dinear model to facili-
tate the presentation and analysisf)A Itwo period moldie]l was choksen as
the simplest way to introduce time into the model.

In the model presented below, equation (*) represents the some-
what simplified version of the X objective function, discussed in Sec-
tion II. Equations (1) to (11) present the constraints subject to which
the K maximizes its objective funotion. )

The K modelled here thas two joint production activities with cons-
tamt production coefficients over the two periods. Activity A, produces
anly a good for sale on the market; achivity A, produces only a public
good for intemnal K consumption. Both adtivities produce imtminisic amd
extufinsic factors (as finconporated in a single “good"”) and utilize labour,
capital and land.

Ay = (a1 @zt ast by ba bai)

Az (a2 @zz as2 b2 b2 bx) ,
x x'

Max: W = wihoba + til'abn + tz—— + w's—— 4 ws(hubs + habz) +
Lo Lop

hiag + haap
+ w31 1bs 4 h'2bz) + Ul )+
Lo

* The asswmpitiion of linearity in production appeans to be quite reasona-
ble (e. g. Barkai, 1977 indicated ithat the K industry had a constant retunnis
10 seale productiion: function, which priovides some support for this essump-
ticin), The assumption lof lnearity in the objectiive funciion is less teasonable.
In one case, the utility of hours womked, we were forced to introduce piece-
-wise lineamity ‘to prevent too radical a departure from reality.
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ij: input i into activity j, when A, is operated at devel 1 (i. e. hy = 1),
where i =1 represents labour {ineasured in mamn hours per period),

i=2—capital, and i =3 — land.

kj: output k in activity j, when A; is operated at level 1, where k=1
vepresents the goods sold on the market, k = 2 — the public goods,
and k = 3 —ithe "good” which stamidis fior alll extrinsic and intrinsic

factors,
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Based on the foregoing assumptions, bp = by =0
X:
qQ:
p:

M:

privaie consumption good purchased on the market

market price of x

market price of good sold by K on the market

average jper capita private consumption in K movement as a
whale

percentage of M which indicates the limits set on private per
capita consumpiion tin inidvidual K

number of working members in period 1

capital stodk available at beginning of period 1

net investment decided upon by the kibbutz, I=0

availlable lamd

maxium number of woutk hours per period (e. g. a year)
that is socially acceptable

1 +1, i = market rate of interest for K bomrowing and len-
ding

1 4o, n = natural rate of growth of wonking membership
plus constant net inflow

replacement cost of one unit of capital plus associated ma-
terial costs

purchase price of capital

hyp,q, ete. are first period values, while h',p’,g’ etc. are second pe-
riod values.

" All decisions are made at the beginning of period 1, and we assum-
me pexfect knowledge of all present and future parameters.

We assume that K members have a positive utility for the number
of hours worked up to a certain.point, and beyond that they have a ne-
gative utility.

The motion of profit, hi(phirrax) is defined simply as revenue minus

capital costs in Aj; since A produces onlly internally consumed goods, it
gemerates no profits.
- The very general form of our model does not yield many spedific re-
sults. In onder to engage in the wusual comparativie istatics (sensitivity)
anallysis iis woulld be necessary ito attach values to many of lthe parame-
terts or tbo solive am exitremely complex analyfiical model. We have not
dome ithis for the punposes of thils very preliminany treatment.

We have tried to represent -+the K reality as closely as possible
within this simple framework, and this has forced ms to make certain
assumptions that rule out some of the results :that have proved most
interesting in the literature on worker selfmamagement. For example, in
our model, the size of K membership is mot a decision variable as it is
in the traditional model of S—M. This is due to the fact that K do mot

. generally restrict the mumber of members on economic grounds, but
there is a very limited supply of potential members (the total met inflow
into the K movement is only about 2 percent). In addition, there is vir-
tually mo mobility of labour between the wvarious K for economic rea-
somns. Thus, in the model, the number of members is fixed, and therefore
for camparative statics it does mot really matter whether we use total



64 . A. BEN NER AND-E. NEUBERGER

or per capita values, and some of the sunprising results of the traditio-
nal S—M models, based om per caplta income maximization, do not
apjpear.

The constraint {(7) on bomrowing or lending over time does mot
really necessitate that the Kirepay alll its loans by the end of the whole
period, but it does mean that there is a Jimit on how much they can
borrow permanently, Thus, in reality, it does not have to be equal or
greater ¢hian zero but equal or greater than some megative epsilon.

The model presents a completely centnalized decision-making struc-
ture. Using some decomposition methods, it could be adapted to a re-
litively decentralized decisionsmaking structure for production decisi-
ons, such as the one desonibed in Bem Ner and Neuberger (1978).

Assuming feasibility of the solutions, the model indicates to the K
planning committee the optimal allocation of resources among the two
activities in each of the two periods, the amount to be invested, and the
purchases of private consumption goods on the manrket.

Using basic linear programming theorems, we derive some resuilts
abont the economic behaviour of K.1° Dhe equilibrivm oconditions for K
state that the utility gained from performing an activity e. g. A; at level
1 (utility firom intrinsic and extrinsic factors, utility or disutility of num-
ber of thours worked, and utility of profit per member) must be equal
to the cost in utility terms of operating A; at level 1 (shadow prices
of labour, capital and dand multiplied by their respective coefficients,
and the utility lost by not borrowing an additional Israeli pound or dol-
lar multiplied by the second period’s value of profits earned in the first
period).

Consider a K with per capita priivate consumption cdlose fo the
average for the K movement as a whole (M) in both peniods; in this ca-
se, the constraints on comsumption are not binding. If this XK has zero
net borrowing over the whole time thorizon (two peniods in our model),
then the manginal utility of money {spent on purchasing private goods)
in the second rpemod multiplied by 1 + i, has to be equal o the marginal
utility of money in the first period u'nwltmpdled by 1+ n. If we assume
that the price of the private consumption good does nol ‘change, then:

w/u; = pfe

If this equality is not satisfied, then either x or X’ is zero. Since
this is highly unlikely, let us assume that the equality is satisfied. If the
tnanginal witility of paiivats consumption s equal ln the two perniods
(u2 = n'y), we obtalin the welldkmown wesult of the "golden aule of acou-
mulation” m =, i: e. the rate of growth of pqpullatloxn equals the rate of
interest. If K members have a positive time preference, then n <1i.

- If a "poor” K, i. e. one which is constrained by ithe lower Bimit on
consumption in ithe first peniod, improves its wrelative position in the
second period, lit will have a llower natural rate of population growith

) For a formal statemnt of the dual problem see-the Appendix.
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than other X. The opposite is true of a cicher than average K.M) To the
extent that this mnechanism -operates in reality, it would serve to equali-
ze per capita private consumpdion among K over long periods of time.
It would thus, serve as a very poor substitute for labour mobility bet-
ween K.

An increase in the price of the good by X on the market, will, wit-
hin some ramges, cause an increase in the level at which A is operated
(see constraint associated with h; in the Dual in Appendix).’?) The level
at which A; is operated may increase, as well, possibly even aore than
Ay, depending on the relative importance placed on private vs. public
goods, and on the rate at which intrinsic and extrinsic factors are pro-
duced in A; or A, and their relative importance in the K objective fiinc-
tion.13)

A more in-depth analysis of the present model, as well as its gene-
ralization to a non‘linear model, is required in opder to dearn more
about the economic behaviowr of our simplified version of K.

VIII. CONCLUSIONS

Based om the foregoing analysis, the major systemic features com-
mon to both K and Y are: (1) a decistonimaking structure based on de-
mocracy, (2) a significant autonomy firom extennal decisionimaking, (3)
usus fructus, and only dimited ownership of productive assets, (4) opera-
tion within a national economic system in which the market plays an
important coordinating wole, (5) an infonmation structure providing con-
siiderable dnfonmatiion o all members of fthe organization in order to
enable them ito fulfill their decisionnaking roles effectively, (6) a poli-
cy of not hining employees for wages @{. e. requiring that all those wor-
king in the organization share equally in the decisionanaking process,
anid be subject ito the same motivation structure as all other members),
and (7) a priori restrictions on consumption levels in K arid on personal
incomes dn Y (through recently instituted self-mamagement agreements
and/or social compacts).

Thus, we may consider these seven features as consituting the ma-
jor set of sufificient conditions for the existence of S-M onganizations.
Since we have not explored the full set of possible S-M organizations,
we cannot detenmiine whether, these conditions are also mecessary.

The first four conditions correspond to parts of the defining condi-
tions of S-M set forth by Jaroslav Vanek (1971, pp. 8—11), one of the

1) This whole analysis disregards the age composition of K, which would
certainly affect the natural rate of growth,

2y This result holds when we start with h, =0, and increase price; we
would need a sensitivity anallysis to duscovex what happens #io h; Bor all chan-

es in

8 ) %;xls type of problem is analyzed in James (1975) who treats the pro-
blem’ of revenuewraising »production« activities which are msed to subsidize
loss-making »consumption« actiivities that yield positive uttility. We may also
miote thalt es treats the non{profit organiization as a production-»consump-
tion« hybmid Therefore a compantison of a non-priofit organization, such as a
university department, and K would be a potentially productive endeavour,
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major theorists of S-M. We would angue that only the first two condi-
tions, both parts of the dedisionmalking strtucture, ave likely to prove to
be necessary conditions for the existence of S-M, as this type of syste-
miic organization ¢ usually thought of,

Democracy is cleanly a mecessary comdition for S-M but the precise

manner in whioh members of the organization control the decision-
making process may be penmitted to include direct, participatory de-
moaracy 'or diepresentaltive democracy, both on a "one man — ‘one vore”
basis, or decision-making by the whole collective on the basis of con-
SENSUS. .
Funther light on the difficult question of the degree of autonomy
necessary to qualify am orgamization as a S-M ome, is shed by the dis-
cussion of Espinoza and Zimbalist (1978, pp. 58—59). On the basis of
previous work done by the Intemnational Labour Organization, they di-
vide ithe decision set into a three-tier scheme: (1) social, administrative
and personnel problems; (2) technical and production problems, and (3)
problems of economic and financial management. They suggest that the
first two subsets should be included in their entivety in the decision set
of the S-M organization. The ithird, which includes imvestment, produc-
tlon planning, pricing policy, wage and salary policy, financing and the
like, should be induded, to a significant extent, in the internal decision
set of the S-M organization.

It ds less obvious that the other conditions are necessary. For
example, it seems jpossible to have S-M organizations that have complete
collective ownership rights over their own productive assets, including
the night to dispose of them. Similanly, it appears reasonable to assume
that S-M organizations coulld operate within a sufficiently decenitralized
planned system, as well as in a anarket system. The informational con-
dition may not be necessary for the existence of S-M but it is essential
for its efficiency. The non-hliing conddition is necessary for a "pure”
S:M organization but it is mot oclear whether an organization that hired
part of its dabour force thereby became mon S-M. The a priori restric-
tions on consumption or income levels are a function of the egalitarian
ideology in X anid Y, ainid woulld moit ajppear to from necessary conditions
for S-M, but only for "pure” S-M.1) :

The ithree major differences between K and Y are: (1) a. the K ob-
jective funotion includes both consumption and profits as anguments,
while Y is much more likely to indlude omly profits (income) or ocon-
sumption; b. K is more likely than Y to have a team objective function;
<. the K rate of time prefencnce is likely to be lower, and d. the time
horizon lomger in K than Y; {2) the considerably greater degree of inter-
nal centralization, combined with a greater degree of direct panticipa-
tion in decision-making in K; and (3) a. the separation between cont-
mibutiion and pemuneration bn ithe K motivation stnuctume, combined
with b. a strong emphasis on non-material incentives for individuals
but material incentives -for the collective as a whole, and c. preference
for collective over private consumption, compared to a. distribution

"y In realilty, SM and_egalitarianism fend to be closely related, a view
?%n;ép)orted by historical evidence o S-M movements (Darin-Drabkin, 1963 pp.

i
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according to comtmibution, b. emphasis on material incentives for both
individual and collective, and c. only a small proportion of total resour-
ces msed for collective consumption in Y.

Other impontant differences between K and Y, which appear to fa-
cilitate the functioning of K, are its relatively small size and its margi-
mial position in the mational economy.

The above differences between the two itypes of organizations lead
tio dififerent models of economiic behaviour. Due ito space and e limita-
tions, we provided only a model for K. The decentralization of decision-
making in Y may require a game theoretic model rather than a single
objective function maximization model to describe the economic beha-
vilour of Y.

Some of ithe behaviotwal jmplications ithat can be hypothesized, on
the basis of the foregoing analysis, without further explicit modelling,
are: (1) the hypothesized fonger time horizon and lower time preference
in K should lead to greater capital intensity, ceteris paribus, (2) the dif
ferences in the objective functions and motivation struoctures cause la-
bour supply in Y to be a function of individual material remumeration,
as is also true of ¢he Sowiet collective farm (see Domar, 1966), and the
profit maximizing firm, while ideological factors bear heavily on both
the shont mun anid: bong Jabour supply in K, (3) greater efficiency in K
due to a better functioning of the information structure, as well as the
greater degree of labour mobility within the organization {without
abandoning a division of labour); members can more easily be shifted
from branch to branch in K than between BOALs in Y, (4) the greater
extent of self-selection of enembership in K than Y, and the fact that K
is both an economic and 2 social unit, result in greater differences in
objective functions among members in Y, and to a much greater tmpor-
tanice of soocial pressure as a motivator in K, (5) on balance, we would
expect greater restrictions on increasing the mumber of members in Y
than X, despite the greater emphasis on homogeneity in preferences in
K, and ithe posted greater capital fintensity. This ds ‘due o the indiusion
of growth in membership in the X objective function, and to the fact
that we believe that K maximizes total oconsumption of public goods
(and these are impontant in K) while Y maximizes per member incomes;
gé) the preliminary cesults of Section VII point to the fact that, at least
in some ranges, K will increase produotion as price increases. This itype
q':f reaction is the one we are familiar with in the amalysis of profit ma-
}ﬂhmmng enlterprises rather than ithe one encounitered fn the "Tilyrian'
.

Considerable further empirical and theoretical work on the similari-
ties and differences between XK and Y, and ithe light they shed on SM, is
dlearly warranted. This paper has argued for the significance of the
task, and has attempted to indicate, in a very preliminary manner,
some of the benefits to be reaped finom such woutk.

APPENDIX
THE DUAL PROBLEM
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0 EKONOMICI SAMOUPRAVLFANJA: IZRAELSKI KIBUC I
JUGOSLOVENSKO PREDUZECE

Avner BEN NER i Egon NEUBERGER
Rezime

Ovo izlaganje poredi kibuc (K) i samouprayno preduzeée u Jugosla-
viji (Y), dva dugotrajna sistema sa relativno velikim obimom institucio-
nalizacije, koji realnost demokratije dovode do nivoa radnog mesta.

Koristeéi Neuberger-Duffy DIM prilaz za studiju o ekonomskim sis-
temima, autori uporeduju objektivne funkcije, okrufenja, apriorne
restrikcije, strukturu donofenja odluka, strukturu sistema informacija i
strukturu motivacija kod ovih dvaju vrsta organizovanosti. Tek tada,
oni prikazuju upro$éeno dva perioda linearnog modela kibuca.

Izlaganje prezentira sedam glaynih sistemskih oblika koji su zajed-
nicki za oba vida organizovanosti, pokazujudéi time dovoljne uslove za
postojanje samoupravljanja.

To su: (1) struktura donoSenja odluka koja se bazira na principima
demokratife; (2) znadajna autonomija od spoljnih uticaja na donolenje
odluka; (3) usus fructus, zajedno sa ogranienom privainom svoji-
nom nad proizvodnim dobrima; (4} akcije u okviru nacionalne privrede
u kojoj triifte igra vainu ulogu koordinatora; (5) struktura sistema in-
formacija koji obezbeduje vaine informacije svim clanovimma takvog
uredenja u nameri da ih onemoguéi da efektivio ispune svoju ulogu u
sistemu odludivanja; (6) politika da se zaposleni ne iznajmljuju za nad-
nice (npr. zahtev da svi oni koji rade u preduzecu podjednako ulestvuju
u procesu odluéivanja, i da je svako od njih subjekat sa istim motiva-
cijama kao i svi ostali lanovi) i (7) apriorna ogranifenja nivoa pot-
ro3nje u (K) i liénih dohodaka u (Y). Hipoteza je autora da su sanio pr-
va dva pogodna da se potvrde kao potrebni uslovi za postojanje samo-
upravljanja.

Tri osnovne razlike (K) i (Y} su: (1) (a) (K) ciljna funkcija ukljuduje
kao znadajne &inioce i potiro$nju i profite, dok (Y) funkciji mnogo vise
odgovara da ukljudi samo dohodak ili potrodnju; (b) za (K} je pogodnije
nego za (Y) da ima skupnu funkciju cilja; (c) (K) stopa vremenskih pri-
oriteta je pogodna da se smanjuje; i (d) vremenski horizont trajanja je
dufi u (K) nego u (Y); (2) Znatno vedi stepen unutrainje centralizovano-
sti, kombinovan sa veéim stepenom direktnog uleséa u odlucivanju u
(K) nego u (Y); (2) Znatno vedi stepen unutra$nje centralizovanosti,
kombinovan sa vedim stepenom direktnog uce$céa u odludivanju u (K); u
(3) (a) odvojenost izmedu doprinosa u radu i nagradivanja u (K) struktu-
ri motivacija, kombinovana s (b) jakim naglaskom na nematerijalnim
pobudama pojedinaca koje su istovremeno materijaine za kolektiv u
celini, i (c) prioritet kolektivne nad liénom potro$njom, u poredenju sa
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(a) raspodelom na osnovu doprinosa, (b) naglasak na pobudama materi-
jalne prirode bitnih i za pojedinca i za kolektiv, i (c) vrlo mali udeo
ukupnil resursa koji se koriste za kolektvnu potrod$nju u (Y).

Druge znacajne razlike izmedu (K} i (Y), koje olak$avaju funkcioni-
sanje (K} su njegova relativno mala velidina i njegova marginalna pozi-
cija u nacionalnoj privredi.

Neke od implikacija takvog ponaSanja koje se mogu postaviti u vi-
du hipoteza, a koje su izvedene na bazi preliminarne analize prezentira-
ne u ovom izlaganju, bez nekog daljeg eksplicitnog modeliranja su:

(1) u vidu hipoteze dat vremenski horizont trajanja i smanjenja
vremensko trajanje preferencija u (K), vodili bi veloj intenziv-
nosti kapitala CETERIS PARIBUS; (2} razlike u objektivnom
funkcionisanju i strukturi motivacija &ine da je ponuda rada u
(Y) funkcija individualnog materijalnog okruZenja, Sto se pokaza-
lo kao istinita &injenica kroz sovjetska kolektivna poljoprivredna
dobra i firme koje su ostvarivali maksimalni profit, dok su ideolo$ki
faktori manje uticali na dugoroénu i kratkoroénu ponudu rada u (K), i
(3) veca efikasnost delovanja u (K) obavezno vodi boljem funkcionisa-
nju strukture sistema informacija isto kao i vecem stepenu mobilnosti
rada unutar jednog organizovanog sistema (bez zanemarivanja podele
rada); dalje, &lanovi kolektiva (K) mogu lak3e biti premeStani s mesta
na mesto nego u okviru OOUR-a u (Y); (4) veéi raspon lidnog opredelje-
nja u (K} nego u (Y), i &injenica da je (K} i ekonomska i socijalna jedi-
ca rezultira u vedim razlikama koje se javijaju u objektivnom delova-
nju pojedinaca u (¥), i mnogo vecdoj vainosti socijalnog pritiska kao mo-
tivatora u (K); (5) sumirajudi, odekivali bismo vede restrikcije na pove-
canje broja Elanova kolektiva u (Y) nego u (K) naglaSavanju na homoge-
nosti u preferencijama u (K) i na postulatu intenzivnosti kapitala.

Obavezno treba uzeti u obzir porast &lanova u (K) ciljnoj funkciji u
skladu sa objektivnom &injenicom da smatramo da (K) funkcija maksi-
mizira ukupnu potro§nju zajednidkih dobara, (a ona su vaina u (K), dok
(Y) funkcija maksimizira dohodak po pojedincu; (6) preliminarni rezul-
tati ovog modela ukazuju na &njenicu da de na kraju, po nekim klasi-
fikacijama (K) povedati proizvodnju prema porastu cena. Ovaj tip rek-
reacije je onaj o kojima smo se upoznali u analizi preduzeda koje te?i
maksimizaciji profita, pre nego sa onim koji susredemo u »Ilirskome
tipu preduzeda.

Svaki znadajan dalji empirijski i teoretski rad na slidnostima i raz-
likama izmedu (K) i (Y) kao i svetlost koju on baca na samoupravlja-
nje, jasno je opravdan. Ovo izlaganje je pokazalo znalaj takvog zadat-
ka, nastojeci da sasvim preliminarno pokaZe neke od prednosti koje se
mogu postici na osnovu takvog rada.



