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ABSTRACT
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dructure with the possihility of competing Rabbis.
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1. Introduction
In this paper we develop a theory of “Kosher Wars” Over the centuries there have

been many betles about what is and is not Kosher. Indeed, in the United States,
which lacked the centuries of rabbinic tradition found in Europe, the betles over the
supervison of Jewish dietary practice were particularly intense.

What is Kashrut? Why the wars? The Hebrew word kosher means fit or
proper. Kosher food must meet dl of the various requirements of Jewish digtary laws,
or Kashrut (ritud lawfulness of food), in order to be permitted and acceptable to eat
(for an introduction, see OU, 2001). The laws of Kashrut are complex and extensve.
Because of the complexity and extensveness of the laws, there is often uncertainty
about what the laws require and whether particular products were produced according
to the proper standards. In order to be assured tha the production process has been
proper, supervison by a rdidble authority is required. As the intendgty of supervison
increases, the probability of violating Kashrut decreases.

Kaghrut supervison is a very sarious busness and there are many detals that
people can reasonably disagree on.  Yet the higory of Kashrut supervison is marked
by many was — aguments, disputes and 0 on — about the proper intendty of
supervison, and because of the complexity of the laws, about what is kosher and what
is not. At the heart of the Kashrut question is the issue of trust. In which certifying
authority, or Rabbi, do you place your trust?

In Europe, the answer to this quesion was usudly quite Smple — the Chief
Rebbi of the locdity was often the find authority.! In Europe the locd community
bedcdly ran dl politicd, economic and commund maters incduding Kashrut
supervison.  The cost of disobeying the community was ex-communicaion, and in
Europe — espedidly in pre-Enlightenment Europe — this penalty was very severe.

Srong community control  over rdigious maters  induding  Kashrut
reguldion, did not trangolant to the United States, where rdigion and Kashrut
obsarvance became voluntary. A multiplicty of competing Kashrut supervising
agencies developed, and, egpecidly a the end of the 19th and first decades of the 20th

L Evenin Europe there were disputes. For example, part of the controversy between the Hasidim and
the Mitnagdimin the 18" and 19™ centuries was over Kashrut authority in Eastern European towns (see
Gastwirt, 1974 page 21).



century, consumers were faced with many dissgreements over the Kashrut of
products? Variations of these types of disputes are still with us today.

The theory we develop in this paper examines the establishment of Kashrut
dandards, firs with Europeen dyle community control under a single Rabbi, and then
under Americas voluntary dructure with the posshility of competing Rabbis and/or
catifying agencies  The lack of any dandard, or rather any single sandard, in the
U.S. is generdly thought to have lead to a lower levd of Kadhrut standards in contrast
to the community-based sysem in Europe (Gastwirt, 1974). We address this issue, as
wel as what might happen as the community of Kashrut observers grows larger and
larger.  Furthermore, our modeing has implications for the establishment of kosher
laws by civil authorities. We briefly illugtrate this in the conduding section.

Before proceeding, there is one concept we must firsd eucidate. At the heart
of our argument is that the Rabbi or cetifying authority is rent-seeking By rent-
seeking we mean that the Rabbi will act draegicdly to maximize his rents by
granting Kashrut tatus to a product. In the smplest, and crudest formulation, the rent
is amply the Rabbi’s income, in ddlas Indesd, in the hidory of “Kosher wars”
Rabbis were often accused of behaving in this fashion; in response, the Rabbis often
took grest pains to separae their own persond incomes from the quantity of Kashrut
goprovd.  For example, Rabbi Jacob Joseph's contract as Chigf Rabbi of the
Asociaion of American Orthodox Hebrew Congregations in 1888 forbade him from
recaving any income from kosher catification, though one of his mgor directives as
Chief Rabbi wasraisng the levd of Kaghrut in America (Gagwirt, 1974, p. 59).

Our conceptudizetion of rent is quite different. We think of rent in terms of
religious rents. Rabbis are interested in increasing the religious observances of Jews
in this context Rabbis dedre the greatest Kashrut observance by the greatest number
of Jews. Increesng Kashrut observance by increesng the levd of Kashrut
upervison may reduce the number of people willing to take on these commitments
This is a tradeoff tha the Rabbi must account for. In this sense, Rabbis seek to
maximize the obsavance of Jews (observance of rdigious commandments or
mitzvahs), and they act drategicaly to do so.

2 Se Gastwirt (1974) for adescription of these disputes. See Sherman (1996) for adescription of
early U.S orthodox rabbinical organizetions and their disagreements in establishing Kashrut standards
in the United States.



We next st out our modd, fird for an isolaed (European style) community
and then for competition among congregations (U.S. yle).

2. The Modé
In generd, the level of Kashrut supervison determines how deeply and accurady the
producer mug divulge the deals of food production, and the number of layers in the
production process, in order to meet the Kashrut levd st by the authority. For
examle a “low” levd of supervison could be seen as the Rabbi determining that
meat and milk products must be produced separately, one of the mogst basc tenets of
Kadhrut. A higher levd of supervison would entall not only thet the meat and milk
canot be produced together, but dso the firm cannot use the same equipment for
both products. A dill higher level of supervison is that the mest and milk products
cannot be produced in the same factory and that after the workers come back from
lunch they must wear specid dothes o to prevent any of ther remaining food (left on
ther dothes from lunch) from entering the production process Even higher leves
would determine the way the meet is daughtered, supervison of the production of
milk, etc.

We consder the levd of Kashrut supervison in two highly dylized Stuations.
Firg we condder a sylized European dructure of Kashrut authority, where the locd
Rabbi in a community/congregetion that is assumed to be isolaed from other
communities sts the levd of Kaswrut supervison.  This community is assumed to
have one Rabbi who determines the levd of Kadwut supervison. The community is
assumed to be isolaed from other communities, thus the people in the community buy
dl thar products from firms that produce for this community and ae under the
supervidon of the loca Rabbi. It is assumed that the people of the congregeation obey
dl the redrictions set by the local Rabbi.

Later we condder a United States dtyle of supervison where we open aur
community so that the people in the congregation will have the choice of consuming
products other than those under the supervison of the Rabbi in ther community.

2.1 An Isolated Congregation

In this Stuaion we are assuming that the community/congregation is isolated from the
res of the world Reasons for this indude high product transportetion costs and a
population that does not traved much. This case fits the dtuation in Europe in the



ealy 19%th century (some would argue this is ill the case in Europe). Indeed, this is
the case during much of Jewish higory. An dternaive scenario yieding the same
results is where there are severd Rabbis in a community, but each congregation trusts
only its own Rabbi. For ampliaty of argument we will discuss the firsd scenaio in
which each community/congregation has its own Rabbi who determines the leve of
Kaghrut supervison that his congregation should keep, dl the while knowing that the
members of the congregation have no or little knowledge of what is going on in the
different congregationsin their country.

Kaghrut supervison is codly for both the supervisor and both for the producer.
The cogt of supervison to the Rabbi is the time spent supervisng, ether by the Rabbi
himsdf or by one of his employees  As the supervison leve increases the number of
upervisors or time spent in each firm increases, thus the cost of supervison increases
with the level of Kashrut supervison required. The producer dso has higher codts for
higher levels of supervison. As the supervison leve increases the cost of production
increases, ether because producers must pay for more supervisors or via increases in
the direct cods of production as a result of more supervison in the production
process Additiondly, firms may pay fines if they are caught violding the dtandards
tha they agreed to follow. As the supervison levd increeses the probability of
receiving a fine increeses and the expected cost of supervison adso incresses.
Moreover, asauming demand for the product decreases in the price of the product, as
supervison increases the cost of production increases and the number of products sold
decreases.  Thus, increased supervison decreases producer profits.  Hence, both the
supervisor and the producer have higher cods as the Kashrut supervison leve
increases.  There is a direct rdationship between the level of Kashrut supervison and
the price of the Kashrut supervision.

In order to undergand the effect that the Kashrut supervison level hes on the
producer’s costs and profits and the consumers surplus, let us condder the following
interpretation®: The Rabbi’s requirements add costs to the producers. As a result of the
Rabbi’s requirements the producer has to change his way of producng and is limited
in the ways and means of production. As described above, the producer’s costs rise
with supervison costs.  For example, if the producer is either a non-Jew, anon-
observant Jew or if the level of Kashrut & very high, the Rabbi will have to ings on a

3 Wethank the refereefor pointing this out to us.



mesgiah temiddi (the condant presence of a Kashrut supervisor). This supervisor
would receive his sdary from the Rabbi, but the Rabbi would charge the producer for
this service. As the firm increases its production, more Kashrut supervison is needed
and thus as a rexult of increesing the Kasrut leve, the margind cost of production
will increese moving the MC (margina cogst) of the firm up and to the left (see figure
1 in which we see both the firm's margind cost and the demand for the product).
Given that demand for the product does not change we can see that the price of the
product will rise from P, to P, and the quantity of the product sold will decrease from
g: to g2 As we can see from figure 1, the profits of the firm and the consumer
aurplus decrease.  Therefore, as a result of increesng the Kashrut level both the firm
and the consumersare affected negetively.

This paper is an dtempt to undersand the formation (evolution) of Kosrer
dandards. The gdating point of our andyss is an isolated congregation that has a
Rabbi who determines the levd of Kashrut supervison needed. Therefore, when the
Rabbi determines that an increese in the Kadhrut supervison is needed the
congregation will accept this and this change will not affect the demand for the
product as the Rabbi is the authority and knows whet the correct standards are.

We could have gpproached the problem differently and assumed that the leve
of supervison daffects both the producer and the consumers. Under this satup the
andyds changes somewha. Increasing the level of Kashrut increases the benefit and
utility of the congregation. In this scenario the consumers prefer a higher levd of
supavison.  Also, if rdigious observance and Jewish law ae important to the
producer, a cdculation on his pat tha profits will suffer as a result of getting
catification will not deter him from agreeing to the Rabbi’s reguirements In this
scenario not only do cods increese, but dso there is an increase in the demand for the
products. Under this setting, it is not dear what would hgppen to the profits of the
firm and the consumer surplus. A shift of the demand to the right and up will increase
the price of the product however it is not dear what will happen to the totd number
of units s0ld, and thus, it is not dear wha will happen to the firm's profits and
consumer surplus (see for example, in figure 1 a shift in the demand function wither
to D2 or D3). We could think of two contredicting effects On the one hand demand
increases and thus the quantity increases (a shift of the demand function), while on the
other hand the price increases, decreasing the quantity demanded (a movement adong
the demand function). The totd effect is not dear. As mentioned above, we make the



assumption that demand does not increese as a result of the increese in the Kashrut
levd (especidly in the monopoly case) as we ae taking aout the evolution of the
Kashrut formation.  However, this assumption is equivdent to assuming that the
demand does increase as a rexult of the increase in the Kadhrut leve, there the effect
of the increase in price (decresse in the quantity demanded) is assumed to be stronger
than the effect of the increase in demand and thus the equilibrium quantity demanded
decreases.  For the remainder of the paper we will assume that the demand curve does
not shift when Rabbis vary the supervison levd.

The Rabbi of the congregetion is the only Rabbi providing Kadhrut certificates
for his congregation; thus he is a monopoly in the supervison of Kashrut. The Rabbi
is assumed to have grester knowledge regarding the laws of the Jewish rdigion than
the members of the congregation and the members of the congregetion trugt the Rabbi
fully. The Rabbi’'s margind coss are assumed to be ether congtant or an increesng
function of the leve of Kashrut supervison (see figure 2 where the margind cog is
assumed to be increesng). On the other hand, the demand for the levd of Kashrut
supervison is a decreesing function of the leve of supervison and the price of the
supervison.  As the levd of Kashrut supervison and the price of the supervison ae
postively related we can concentrete in our anadlyss on one of the two. Heresfter, we
cdl the Kashrut levd of supervison and the cost of the Kashrut supervison “the leve
of supavison”. The demand for supervison function is therefore a decreasing
function in the levd of supervison (see figure 2 where the horizontd axis represents
the number of firms willing to have a Kaghrut supervison levd of k, or it could dso
represent the number of products that have such aleve of supervision).

Define the levd of supervison by k and the demand function for supervison
by D(k). The cog to the Rabbi for a supervison leved of k is defined as C(k). The
Rabbi will determine the levdl of Kashrut supervison k such that he maximizes his
rent from the supervison under the condraint that the levd of Kashrut is a least
above a cetan minimum leve k. This minimum levd of Kashrut Kk is the basic

levd that the Rabbi believes that one could live with if one had to. The problem
facing the Rabhi is therefore to determine k as follows



Maxk D(k) - C(k)
@ st.
k > k.

The problem st out in (1) is a dmple profit-maximizing price (Kashrut leve) of a
monopoly. Theoptima level of Kashrut k™ set by the Rabbi will satisfy,

@ k" such that Mclk') = MR ),
where MC s the Radi’'s margind cost of supervison a Kashrut levd k™ and MR is
the Rebbi’s margindl revenue of supervision a leve k' .

If the Rabbi would st the levd of Kashrut supervison a the minimum leve
possible his “profitsRent” would equd

3 Rent (k)= B+ C+D+E+F.

If the Rabbi sets the levd of Kashrut supervison that maximizes his rents then
he will receive arent of

@) Rent(k")= A+ B+ E+F.

Under the assumption that k<k”, the net profit/rent from increasing the Kashrut leve

of supervisonfrom k to k™ equds
® DRent= Rent (k')-Rent (k)= A-C-D > 0.
Thus given that the optimd levd of Kaghrut is higher than the minimum required by

the Rabbi (k <k"), the Rabbi can increase the Kashrut supervision levd and by that

increasesby D Re nt the rent he receives from the congregation.



In the case that the optimd levd is lower that the minimum leve required by
the Rabbi (k>k") then the Rabbi will szt the levd of supervison to the minimum
and hisrent will be as gated in (3).

Incressing the Kadhrut leve from k to k' does not go againg the Jewish
religion. In many cases it is seen as taking better Seps to keep a certain levd of
Kaghrut. However, kegping to the minimum leve is dso fine according to the Jewish
rdigion. The Rebbi is not committing anything wrong, according to the Jewish
reigion, by increesng the Kagrut levd. By increesng the levd of supervison, the
Rabbi has increesed his rent while a& the same time increased the firm's and the
congregation’scosts.

2.2 Competition between Congregations
Now let us condder the case where transportation costs have decreased and the
members of the congregaion now know wha is hggpening in other communities
around the country (or other congregations around the city). This case corresponds to
an “American” dyle of supervison. Additiondly, the members of the congregation
can dso buy products from producers under other Rabbis juridictions We assumed
above that the Rabbi has more knowledge regarding the laws of the Jewish rdigion
than the members of the congregation and the members of the congregation trust the
Rabbi fully and only trus thar own Rabbi. When infamaion flows more eesly
among congregations, the number of avalable products potentidly increeses and the
Rabbi has to recondder his optimd levd of Kashrut supervison.  The members of
the various congregations are assumed to posess less knowledge than any Rabbi
regarding the laws of Kashrut. Moreover, the members know thet as the leve of
Kaghrut increases the probability that they are acting againg the laws of the Jewish
religion decreases

Dencte the utility of a representative consumer by u, which is a function of the
vector of products Q consumed by an individud. Utility is dso a function of the
Kashrut supervison levd of the products consumed. For smplicity we denote the
utility as u(Q, K.

Consumers bdieve that as the Kashrut level of supervision increases there is a
higher probability thet the levd of Kadhwut supervison fulfills the lavs of Judaism.



Thus if a consumer has to choose among othewise apparently homogeneous
products, but with different leves of supervison, the corsumer is more likdy to
choose the product with the higher levd of supervison. The reason for this is tha
there is a higher probability thet this product ands up to the redrictions given to the
Jawish people by their rligion. Later we will relax this assumption.

Assume two congregations. Each congregation has R individuds (or
consumes R products). Each congregation has one Rabbi who determines the leve of
Kashrut supervison needed. The members of the congregation do not know the laws
of Kadrut s0 tha they will choose to follow the Rabbi according to the leve of
Kadhrut he sets If Rabbi number one sets a levedl of Kashrut a level k; and Rabbi
number two set a level of Kashriut a level k, then with probability Pr,(k,.k,) the
members of both congregations will follow Rabbi number one and with probability
Pr,(k,,k,) =1- Pr,(k,,k,) the members of the congregations will follow Rabbi two.
Thee probabilities can dso be interrupted as the proportion of the members of the
congregations that follow esch Rabbi. The totd rent facing both Rabbis equas 2R.
Notice, however, that the totd rent, as we presented in the fird section, is dso a
function of the Kadhrut leve of supervison. We assume that the cost of supervison
of alevd k is equd to k. Thus the problem facing the two Rabbis is given for dl
itjandi,j=212hby:

Max Pr (k.k;)2R(k.k )- k

i1 i

st.

© .

ki > k.

J

Each Rabbi solves the aove problem by deermining the optiimd levd of
Kashrut supervision in Nash equilibrium.  The first order conditions are given by*:

4 Second order conditions are assumed to hold.



TP koK), (k, k)+2mpﬁ (k) - 1=0 i+ jandij=12

Tk " k
Thus,
® hhm+hLR—§Ji—"iljmejzlz
whereh, , is the dadicity of the probability with respect to the level of Kashrut
& Pr. (k;, . 0 , .
upervison - TP (' ') AT >07and h,, Iis the dadlicity of the
gl Pr, (ki’kj) 2 |

total ret  with repect to the levd of Kasrut  supervison

2  Rkk) k 0 o o
= ' <07. Note the comparison is to the monopoly Stuetion

&7 Tk Rk
above. It is dear therefore that in equilibrium it will hold that in absolute terms, and
the elaticity of the probebility will be grester then thet of therent: h, ,, >, | -

This generd problem can be seen as a rent-seeking contest between two
groups competing on a rent of 2R with a contest success function Pr; (see Nitzan,
1994). In order to andyze this equilibrium we choose to use the Tullock (1980)
contest success function (see ds0 Hirdhlafer, 1989 and Hillman and Riley, 1989).
The contest-success function determines that Rabbi i’s probability of obtaining rent in
competing againg Rabbi j isgiven by:

k. _—
© Prlok)=—c " it and Lj=12.

J
Notice tha as Rabbi number on€s Kashrut supervison levd incresses his
probability of recaiving the rent increases, and as the levd of Rabbi number two's
supervison incresses the probability that Rabbi number one wins the rent decreases
Pr. (k. k. Pr. (k. k.
TPrlkok) o TPGCK)

<0 " itjand i,j=12
T K, j =1



Moreover, as dated above, as the leve of Kashrut supervison increases the
totd rent decreases (the price increases, less firms are willing to produce the products

Rk, Kk . .
and consumers buy fewer products): %I(I,JLO' For amplicity and in order to

obtain dosed solutions we assume thet the tota rent facing both Rabbis is given by
2R (k ,k,;)=2R-k - k,. Asuming k >k andk, >k Rebbi i's problem

becomes:
ik g .

(10) Max |l L_(2R- [k +k;))- kyy it jandi,j=12
Tkl +kj ( ( l)) %

Thefirg order conditions are given by,

Tk ] B
ﬂ+ki+kj(2R (k +k;) ki%: "

Tk, (ki +kK; )2

R-2=0, "it jandi,j =12

Yidding,

As  we can e the second order conditions ae satisfied

K " i1 jandi,j=12). Solving (11) for both Rebbis we obtan

thet the optima leve of Kashrut supervison in aNagh equilibrium is given by
R
(12) kl = k2 = Z

In a Nash equilibrium, both Rabbis will set the same level of Kashrut supervision.
Moreover as the size of the congregations increase the level of the Kashrut
Tk,

supervision will also increase, > 0.



Ealier we saw that the size of the congregation and the Size of the rent are postively
related. So we can take the derivative of k with respect too R as the chargein k as a
result of the increese in the dze of the population. As the Sze of the congregetion
increases, the rent increases and the Rabbis have more to gain from the competition.
Increesng the Kashrut leve increases ther probability of obtaning a larger
proportion of the rent and thus in equilibrium they will increase the Kashrut leve as a
result of an increase in the Size of the congregation.

The notion that competition incresses the levd of supervison is supported by
the role of the Rabbi as the leader of the Congregation, providing guiddines for them
to follow. Thus the Rabbi can prodam thet the “levd” has to be very high. Some
people will be afrad to leave ther Rabbi and rdy on a different Rabbi, as they are not
aure that the new Rabbi would keep the same dandard. For example, if the only
dandard is the badc tenet of the divison of milk and med, a rule that any Rabbi
would require, then it is likdy that any Rabbi can do this and congregants would be
able to eat dmogt evarywhere there is a Rabbi. However, if the supervison levd is
vey high, each congregant will be afrad that the other Rabbi doesn't messure up to
this dandard. So, as a Rabbi sets the levd higher he will have a higher proportion of
the rent or a higher probability that less will leave him. Mahemdicdly, s R
increases the leve of Kashrut will increase as the cost of people leaving is higher and
the only way to stop them isby increesing thisleve.

Increasing the number of congregations

With time the cost of trangportation and transferring information decreases and thus
the number of Rabbis competing for different congregations increases.  We now wish
to se wha happens to the levd of Kashrut supervison when the number of
congregations increases.  Assume that there are m congregations, each has one Rabbi.
We assume dl congregations are of the samesize R

Assuming k, > k " i =12,...,m Rabbii’s problem becomes:

(13 Max |

'u\



Thefirgt order condition is given by

=0 "i=12,....m.

-Qog
_7\—

=

__sz- 2

8

DO
2
S0

14)

The second order condition is satisfied:

Solving (14) for dl the congregeions we obtain tha in eguilibrium the levd of

Kadhrut supervison is given by:

15
Once agan we obtan a symmetric egquilibrium under which dl Rabbis will st their
level of Kashrut supervison a the same level.

Over time congregations are exposed to yet more congregations. The question

tha we now pose is what hgppens to the levd of Kashrut supevison when the
number of congregations that each congregation is exposed to increases.

2*
K _ 1
m

&: 1 >Oa']d >
Ifm 2m? m

(16)

We therefore conclude that



As the number of congregations that each congregation is exposed to
increases, the level of Kashrut supervision of each Rabbi will increase. The increase
in Kashrut supervision is with a decreasing marginal increase.

The reason for this result is Smilar to the one we obtained aove. As the number of
congregations increese the Rabbi has more to gain and more to lose, thus increesing
the level of Kashrut supervison will be the way the Rabbi tries to hold on to his rent
and eventriesto increaseit.

In generd what is happening is that as each congregation is exposed to other
congregations (or Rabbis or certifying authorities) the Kashrut level increeses.  As the
demand functions facing each separate congregetion are decreasing in the levd of
uparvison, aggregate demand will dso be decressing in the level of supervision (see
figure 3). Thus as the Kadhrut level of supervison increases the amount of product
that the individua can buy decreases.

Assume that in each congregation there are consumers that differ from each
other with regard to their preferences regarding the levd of Kadhrut supervison.
Some ae not very happy that the levd of Kashrut is so high, that the number of
products is low, and that the price of products is high. They ae willing to “buy” a
lower levd of Kashrut and enjoy a higher leved o consumption. The utility of
individud i is given by u;(Q(k),k). Utility is therefore a function of the quantity of
products that the individud can consume Q and the levd of Kashrut supervison, k.

Utility is a pogtive function of the quantity of products Q: % > 0. The quentity of

products Q is a negdive function of the level of Kashrut supervison (see figure 3):

m_f <0. On the ather hand, utility is dlso directly affected by the Kashrut level, k.

As the Kagrut levd increases, the consumer has a higher utility as he has a grester

probability of keeping Kashrut according the Jewish laws, %> 0. Therefore the

level of Kashrut affects the utility in two opposte direction:

an du (Q(k).k) _ Tu(Qk).k) 1Q , Tu(Q(k).k)
dk 10 Tk Tk



Increesing the levd of Kashrut supervison may incresse or decresse individud
utility. For individuds whom increasing the Kashrut supervison leve incresses ther
_Tu(QK).K) 1Q _ 1u(Qk).k)
Q Tk Tk
heppy with the increese in the levd of supervison. However, individuds for whom

Tu (Qk).k) 1Q _ fu (Q(K).k)
Q Tk Tk

utility, it holds thet . These individuds will be

the increese in supervison decreases Utility ( -

)

would prefer an dternative Kashrut leve if possble.

In the formulation presented above, the totd rent is given by: mR - g_ Kk, .
j=1

Tota rent decreases as a result of the increase in the level of Kashrut supervison, as a
number of individuds do not consume Kosher food because the Kadhrut levd of

upavigon is too high. Thus, the vadue of ém_ k, ora function of this can represent
j=1

the population of individuds that are willing to have alower leve of Kadhrut.
If ém 3 is auffidently high then the population of individuds who ae willing
j=1
to have a lower levd of Kashrut endbles a new maket to open that provides a
sufficently low levd of Kashrut (which is higher then the minimum levd k).

However, such a level of Kashrut k™ (suchthat k < K < k) will only be generated

if the gze of the population is sufficiently large.  Thus such a formulaion of a new,
lower levd of Kashrut supervison will only exig if there is a sufficient amount of
consumers that want it. It order to obtain such a number of consumers, the number of
congregations that exis and compete between esch other mugt be sufficiently high
and that the levd of Kadhrut in equilibrium in the competition between congregations
would aso be sufficiently high.

We therefore conclude that

As the number of congregations (Rabbis or certifying agencies) facing each
congregation increases the level of Kashrut increases. As the number of
congregations facing each congregation increases, and the Kashrut level increases,

there will be a suitable situation for a new Kashrut supervision to exist that will



provide a lower Kashrut level of supervision. However, this lower level of supervision
is greater than k, and still meets Jewish law.

We therefore obtain that those individuds who have a high utility from the high
Kashrut levd will continue following the Rabbis that provide high Kashrut
supavison levds, while the others will folow different Rabbis who will provide
lower levels of Kadhrut supervison. This could not have hgppened if the number of
congregations was smdl with a reativey “low” leve of Kashrut supervison. The
cdrecumdances aise for a new levd of Kashrut supervison when the number of
congregations, and the Kaghrut leve, are sufficiently high

3. Conclusons

Europeen syle Rabbis are independent of each other and want Kashrut to be under
locd control. In this scenario if an obsarvat Jew knows the Rabbi providing the
Kashrut certification he can buy the food, otherwise he does not buy the product.
This Kadhrut is locd, and thus things shipped netionwide carry problems as Jews on
the other dde of the country do not dways know the certifying Rabbi. Locd
monopoly control creates rent for the Rabbis and it gives them power, income and an
ability to raise ritud observance among their congregants.  This is hard for consumers
a they can only est “locd” food. In order to eat other things they need a “book”
which lists what their Rabbi recommends (it tells them what to eat and what not o eat
under the supervison of other Rabbis). While we have characterized this Stuation as
traditiond European dyle supervison, dements of it are present today. It occurs
when Kadrut is locdly given on a product that is marketed nationdly, or when the
consumer travels to an area and wants to buy products or eat a a restaurant under a
locd rabbinic authority.

In contradt, in the United States commund rule was thrown out and replaced
by an open voluntary economy. There are, say, two cities that have different Rabbis.
Under what conditions can someone from one city buy from the other city? This can
happen if the levd of Kashrut is not too high, because a a lower levd of Kashrut
amog anyone can insure tha this is peformed properly. So, n order to hold on to
rents the Rabbis will increese the levd of Kashrut so that it will be harder for the
consumers to move from one Rabbi to another. This decreases the totd rents for the



Rabbi, but & leest he will receve more than if he does not do this. Increasing the
Kashrut leve increases the cost of production and will decrease the number of firms
that will produce products with this high leve of Kashrut. This gives us two cities
with very high Kadrut levels with a smdl number of products & high prices. Not dl
consumers are happy. They do not want to eat food thet is not kosher but are willing
to et food with a lower levd of Kashrut supervison. As we have two cities (or
more), the proportion of consumers tha need the “minimum” level of Kashrut may be
aufficiently large to creste a new “Rabbi” to provide Kashrut certification a their
levd. So we have a gdtuation where there is a basc levd of Kashrut provided to the
mgority of people (which Hill meats Jewish law), and other smaller groups who will
only eat food that their Rabbi (or his people) has supervised. In practice we might
condder the Orthodox Union (OU) certification the generd levd of acceptance, with
vaious other groups having ther own gpecid requirements and ther own Rabbis
certifying Kashrut.

It may be useful to point out some extensons of our andyss As the sze of
the group requiring supervison becomes sufficiently large we would find that the
Kashrut certification process may give rise externd economics — economics of scae.
Soedificdly, each catification episode gives the Rabbi, or Kashrut organization,
experience to drav on how to st up the supervison In additiond, any research on
ingredients done on one job can be usad in subsequent jobs. The operation of the OU
illusrates this  The cumulative experience and growth of the number of supervisd
firms has a alowed this organization to s¢ up a computerized data base of ingredients
and to creaste supervisory postions that would not otherwise be economicdly feesble.
The economies of scae described here are feasble when a aufficent number of
people leave their congregational Rabbi and seek new supervison as a result of the
competition between Rabbis.

Our modding explains the gppearance and consequences of kosher wars. The
dories we tdl hep us understand kosher wars in other contexts as wel. For example,
the State of New Jasey had a Kosher law which established wha was Kosher,
adopting Orthodox standards.  This law was chdlenged in court and replaced in 1993
with the Kosher Enforcement Bureau of the Divison of Consumer Affars Sate of
New Jersey. This Bureau works to enforce representations made, but it does not
decide what is the sandard. Information provided by retalers under the law enables



consumers to meke informed decisons when buying locd foods represented as
kosher.

In New Jersey we have a scenario in which there was a law that was not a
good one that redly did not work thet was replaced by a more efficient law. The new
law is merdly checks the truth in advertisng. By court order rents cannot be obtained
by the first law, so a new law is established that is stronger in a few ways. It holds for
different interpretations of kosher (conservative, orthodox, etc.) dl in one smple law.
In redity, this is the same dory as the kosher hisory we have dready discussed.
Here, again, one group of Rabbis wants rents and urges by a law or rules that will
meke sure dl is produced with their Kashrut.  This would result in a very big rent.
However, there are other groups that want part of the rents and want into the game.
S0 in the end a generd form is edtablished that provides an opening for dl groups in a
ample, bare bones law. Here, like our adyss aove, the issue is one of trying to
hold onto rents  In the long run, pat, if not mog, of the rents disgppear. However, by
usng ther vast knowledge of religious tenets over ther followers Rabbis can hold
onto some of the rents, and increase rdigious observance among their congregants.
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