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Introduction

Most everybody | see knows the truth
but they just don’t know that they know it.
— Woody Guthrie

The British Victorian liberal thinker John Stuart Mill (1806-1873) tells us
that we ...

are not charmed with the ideal of life held out by those who think that the normal
state of human beings is that of struggling to get on; that the trampling, crushing,
elbowing, and treading on each other’s heels which form the existing type of social
life are the most desirable lot of human beings.

The American social critic Noam Chomsky says he ...

would like to believe that people have an instinct for freedom, that they really want
to control their own affairs. They don’t want to be pushed around, ordered,
oppressed, etc., and they want a chance to do things that make sense like
constructive work in a way that they control, or maybe control together with others.

If “trampling, crushing, elbowing, and treading” are not the “most
desirable lot” for humanity, what is? If humanity should not aspire to
create an elite minority joyfully dancing atop a suffocating
mountainous majority, what should we aspire to? If the instinct to not
be “pushed around, ordered, oppressed” and to do “constructive work
in a way that [we] control” deserves exploring, where should we
begin?



The United States has about 3 percent of the world’s population yet
does nearly half the world’s consuming. Within the US, about 2 percent
of the population own 60 percent of the wealth. Other developed
nations are similarly unequal. Less developed countries suffer broadly
the same internal distribution, though there the richest are less
wealthy and the poorest are more destitute.

Indignity, disempowerment, and hunger accompany capitalism
worldwide. No one sensibly denies this, yet even among those who
despise capitalism, most fear that suffering would increase without it.
While some certainly find capitalism odious, few celebrate an
alternative and those who do generally favor “market socialism,”
“centrally planned socialism,” or “green bioregionalism.” In contrast,
this book rejects capitalism but also the typically favored alternatives.
The English humanist William Morris (1834-1896) ...

[sought] a condition of society in which there should be neither rich nor poor, neither
master nor master’s man, neither idle nor overworked, neither brain-sick brain
workers nor heartsick hand workers, in a word, in which all would be living in equality
of condition and would manage their affairs unwastefully, and with the full
consciousness that harm to one would mean harm to all—the realization at last of the
meaning of the word commonwealth.

But how can we undertake economics to usher in Morris’s “common-
wealth”? How do we reward and ennoble work? How do we enrich
consumption and make it more equitable? How do we make allocation
just and efficient? Can we enjoy efficiency, justice, democracy, and
integrity simultaneously?

Part | of this book discusses economic values and institutions. part Il
describes participatory economics and argues its benefits. part Ill
explores daily life implications of a participatory economy. part IV
rebuts plausible worries. First, we briefly address how economic vision
relates to anti-corporate globalization and other economic aims
garnering support around the world.

Parecon and Globalization

Anti-corporate globalization activists favor sympathetic and mutually
beneficial global ties to advance equity, solidarity, diversity, and self-
management. Globalize equity not poverty. Globalize solidarity not
greed. Globalize diversity not conformity. Globalize democracy not
subordination. Globalize sustainability not rapaciousness. Two
guestions arise.



« Why do these aspirations cause anti-corporate globalization
activists to be critical of corporate globalization?

« What new institutions do anti-corporate globalization activists
propose to do a better job than those that now exist?

Rejecting Capitalist Globalization

Current international market trading overwhelmingly benefits those
who enter exchanges already possessing the most assets. When trade
occurs between a US multinational and a local entity in Mexico,
Nigeria, or Thailand, the trade doesn’t provide greater benefit to the
weaker party that has fewer assets, nor are the benefits divided
equally. Rather, benefits go disproportionately to the stronger traders
who thereby increase their relative dominance.

Opportunist rhetoric aside, capitalist globalization’s flow of resources,
assets, outputs, cash, capital, and harmful by-products primarily
further empowers the already powerful and further enriches the
already rich at the expense of the weak and poor. The result is that at
the turn of the twenty-first century of the 100 largest economies in the
world, almost exactly half are not countries but are private, profit-
seeking corporations.

Similarly, market competition for resources, revenues, and audience is
nearly always a zero-sum game. Each actor advances at the expense
of others so that capitalist globalization promotes a self-interested
“me-first” logic that generates hostility and destroys solidarity
between actors. This dynamic occurs from individuals through
industries and states. Collectively beneficial public and social goods
like parks, health-care, education, and social infra- structure are
downplayed while individually enjoyed private goods are prioritized.
Businesses and nations augment their own profits and simultaneously
impose harsh losses on weak constituencies. Humanity’s well-being
doesn’t guide the process but is instead sacrificed on behalf of private
profit. Against capitalist globalization solidarity fights a rearguard
battle even to exist, much less to predominate.

Moreover, cultural communities’ values disperse only as widely as their
megaphones permit, and worse, are frequently drowned out by
communities with larger megaphones impinging on them. Thus
capitalist globalization swamps quality with quantity. It creates cultural
homogenization not cultural diversity. Not only do McDonald’s and
Starbucks proliferate, so do Hollywood images and Madison Avenue
styles. The indigenous and non-commercial suffer. Diversity declines.



At the same time, only political and corporate elites inhabit the
decision making halls of the capitalist globalizers. The idea that the
broad public of working people, consumers, farmers, the poor, and the
disenfranchised should have proportionate say is considered ludicrous.
Capitalist globalization’s agenda is precisely to reduce the influence of
whole populations to the advantage of Western corporate and political
rule. Capitalist globalization imposes hierarchy not only in economies,
but also in politics where it fosters authoritarian state structures. It
steadily reduces the number of people who have any say over their
own communities, much less over nations, or the planet. And as the
financiers in corporate headquarters extend their shareholders’
powers, the earth beneath our feet is dug, drowned, and paved with no
attention to species, ecology, or humanity. Profit and power drive all
calculations.

In sum, capitalist globalization produces poverty, ill health, shortened
life spans, reduced quality of life, and ecological collapse. Anti-
globalization activists, who might more usefully be called
internationalist activists, oppose capitalist globalization precisely
because it so aggressively violates the equity, diversity, solidarity, self-
management, and ecological balance essential to a better world.

Supporting Global Justice

But rejecting capitalist globalization is not sufficient. What specific
global exchange norms and institutions would do better than what we
endure? Do anti-globalization activists propose any alternatives to
replace the International Monetary Fund (IMF), the World Bank, and the
World Trade Organization (WTO)?

The International Monetary Fund and World Bank were established
after World War Il. The IMF was intended to combat financial
disruptions adversely affecting people around the world. It employed
negotiation and pressure to stabilize currencies and help countries
avoid economy-disrupting financial machinations. The World Bank, on
the other hand, was created to facilitate long-term investment in
underdeveloped countries as a means of expanding and strengthening
their economies. It was to lend major investment money at low interest
rates to offset the lack of local capacity. Within then existing market
relations, these limited goals were positive. In time, however, and most
dramatically in the 1980s, these institutions changed. Instead of
working to facilitate stable exchange rates and to help countries
protect themselves against financial fluctuations, the IMF’s priority
became bashing down all obstacles to capital flow and unfettered
profit-seeking—virtually the opposite of its mandate. And in parallel,



instead of facilitating investment on behalf of local poor economies,
the World Bank became a tool of the IMF, providing loans to reward
countries that offered open corporate access while withholding loans to
punish those that did not, and financing projects not with an eye to
enlarging benefits for the recipient country but to seeking profits for
major multinationals.

The World Trade Organization that was first conceived in the early
postwar period came into being only decades later, in the mid- 1990s.
Its agenda became to regulate all trade on behalf of the rich and
powerful. IMF and World Bank policies were already imposing on Third
World countries low wages and high pollution by coercing their weak or
bought-off governments. The new insight was why shouldn’t we
weaken governments and agencies that might defend workers,
consumers, or the environment, not only in the Third World, but
everywhere? Why not remove all efforts to limit trade due to its
adverse labor, ecological, social, cultural, or development implications,
leaving as the only legal criterion for regulation whether short-term
profits can be made? If national or local laws impede trade—say an
environmental, health, or labor law—why not have a WTO that can
render predictably pro-corporate verdicts to trump governments and
populations on behalf of corporate profits?

The full story about these three centrally important global institutions
is longer than indicated above, of course, but even with only the brief
overview, it is easy to propose improvements.

First, why not replace the IMF, the World Bank, and the WTO, with an
International Asset Agency, a Global Investment Assist- ance Agency,
and a World Trade Agency? These three new institutions would work to
attain equity, solidarity, diversity, self-management, and ecological
balance in international financial, trade, and cultural exchange. They
would seek to direct the benefits of trade and investment
disproportionately to weaker and poorer parties, not to richer and more
powerful ones. They would prioritize national aims, cultural identity,
and equitable development above commercialism. They would protect
domestic laws, rules, and regulations designed to promote worker,
consumer, environmental, health, safety, human rights, animal
protection, or other non-profit centered interests by rewarding those
who attain such aims most successfully. They would advance
democracy by enlarging the choices available to democratically
controlled governments and subordinating the desires of multinationals
and large economies to the survival, growth, and diversification of
smaller units.



Similarly these new institutions would not promote global trade at the
expense of local economic development nor would they force Third
World countries to open their markets to rich multinationals and to
abandon efforts to protect infant domestic industries. Instead of
downgrading international health, environmental, and other standards
through a process called “downward harmonization,” they would work
to upgrade standards via “upward equalization.” The new institutions
would not limit government ability to use purchasing dollars for human
rights, environmental, worker rights, and other non-commercial
purposes, but would advise and facilitate doing just that. They would
advocate countries treating products differently if they were made with
brutalized child labor, with workers exposed to toxins, or with no
regard for species protection.

Instead of bankers and bureaucrats carrying out the policies of
presidents to affect the lives of the very many without even a pretense
at participation by those impacted on, the new institutions would be
transparent, participatory, and bottom-up, with local, popular,
democratic accountability. They would promote and organize
international cooperation to restrain out-of-control global corporations,
capital, and markets by regulating them so that people in local
communities could control their own lives. They would promote trade
that reduces financial volatility, enlarges democracy at every level
from the local to the global, enriches human rights for all people,
fosters environmental sustainability worldwide, and facilitates
economic advancement of the most oppressed and exploited groups.

The new institutions would encourage the major industrial countries to
coordinate their economic policies, currency exchange rates, and
short-term capital flows in the public interest and not for private profit.
They would establish standards to regulate financial institutions,
directing the shift of financial resources from speculative profit-seeking
to productive, sustainable development. They would establish taxes on
currency transactions to reduce destabilizing short-term cross-border
financial flows and to provide funds for investment in long-term
environmentally and socially sustainable development in poor
communities and countries. They would create public international
investment funds to meet human and environmental needs and to
ensure adequate global demand by channeling funds into sustainable
long-term investment.

The new institutions would also work to get wealthy countries to write
off the debts of impoverished countries and create a permanent
insolvency mechanism for adjusting the debts of highly indebted
nations. They would use regulatory institutions to help establish public



control over global corporations and to curtail corporate evasion of
local, state, and national law.

In addition, beyond getting rid of the IMF, World Bank, and WTO and
replacing them with the dramatically new and different structures,
anti-corporate globalization activists also advocate a recognition that
international relations should not derive from centralized but rather
from bottom-up institutions. New institutions should gain their
credibility and power from an array of arrangements and ties enacted
at the level of citizens, neighborhoods, states, nations, and groups of
nations on which they rest. And these more grassroots structures and
bodies of debate and agenda-setting should also be transparent,
participatory, and guided by a mandate that prioritizes equity,
solidarity, diversity, self-management, and ecological sustainability
and balance.

The overall idea is simple. The problem isn’t international relations per
se. Anti-capitalist globalization activists are unrepentantly
internationalist. The problem is that capitalist globalization seeks to
alter international exchange to further benefit the rich and powerful at
the expense of the poor and weak. In contrast, internationalists want to
alter international exchange to weaken the rich and powerful and
empower the poor and weak. Inter- nationally we want global justice
and not capitalist globalization. But what do we want inside our own
countries? This is where the link between the profoundly important
anti-capitalist globalization movements and the rest of this book
derives.

Anti-Capitalist Globalization And Economic Vision

Even if internationalist activists seek alternative global economic
institutions as above, a vision problem persists. International
structures certainly impose severe constraints on domestic choices. At
the same time, however, global relations are propelled by pressures
from domestic economies and institutions. The IMF, World Bank, and
WTO impose on countries markets and corporate divisions of labor. But
likewise domestic markets and corporations around the world propel
capitalist globalization.

When activists offer a vision for a people-serving and democracy-
enhancing internationalism we urge constructing a very good
International Asset Agency, Global Investment Assistance Agency, and
Global Trade Agency on top of the very bad domestic economies we
currently endure. Suppose we win the sought gains. Persisting



corporations and multinationals in each country would not positively
augment and enforce the new international structures, but would
instead continually emanate pressures to return global relations to
more rapacious ways. At an intuitive level people actually understand
this. When average folks ask anti-globalization activists “What do you
want?”, they aren’t only asking us what we seek internationally. They
also wonder what we seek domestically. What do we want inside
countries that would augment the international gains we seek and
make fighting for them more than useless posturing?

If we have capitalism, many people rightly reason, there will inevitably
be tremendous pressures toward capitalist globalization and against
anti-capitalist internationalism. IAA, GIAA, GTA, and more local
alliances and structures sound positive, but even if immense exertions
put them in place, won’'t domestic economies around the world undo
the gains? The question is warranted.

Capitalist globalization is markets, corporations, and class structure
writ large. To replace capitalist globalization and not just temporarily
mitigate its effects or stall its enlargement, don’t we have to move
toward replacing capitalism as well? If efforts to improve global
relations through creating the new international regulatory institutions
we propose are an end in themselves, won’t they be rolled back? To
persist, don’t they have to be part of a larger project to transform
underlying capitalist structures? If we have no vision for that larger
project, if we offer no alternative to markets and corporations, won’t
our gains be temporary?

So, many people deduce, why should we apply our energies and time
to the struggles that you propose when we believe that even if we
successfully won all the gains you seek, in time those gains would be
wiped out by resurgent capitalist dynamics? You keep telling us how
powerful and encompassing capitalism is. We believe you. If the efforts
you propose don’t lead to entirely new economies, they will eventually
be rolled back to all the same old rot. It isn’t worth my time to seek
gains that will be undone.

This assessment is fueled by the reactionary belief that “there is no
alternative.” To combat this belief anti-globalization activists must not
only offer an alternative regarding global economics, but also an
alternative regarding domestic economies. People need to feel that the
application of their energies to opposing corporate globalization won't
have only a quickly undone short-term impact, but will win permanent
gains. So what should replace capitalism?



Summarizing Participatory Economics

Capitalism revolves around private ownership of the means of
production, market allocation, and corporate divisions of labor. It
remunerates property, power, and, to a limited extent, contribution to
output, resulting in huge differences in wealth and income. Class
divisions arise from differences in property ownership and differential
access to empowered versus subservient work. Class divisions induce
huge differences in decision-making influence and quality of life.
Buyers and sellers fleece one another and the public suffers anti-social
investment, toxic individualism, and ecological decay.

To transcend capitalism, parecon-oriented anti-globalization activists
would offer an institutional vision derived from the same values we
listed earlier for shaping alternative global aims: equity, solidarity,
diversity, self-management, and ecological balance.

Such activists would urge that each workplace be owned in equal part
by all citizens so that ownership conveys no special rights or income
advantages. Bill Gates wouldn’t own a massive proportion of the
means by which software is produced. We all would own it equally, so
that ownership would have no bearing on the dis- tribution of income,
wealth, or power. In this way the ills of garnering wealth through
profits would disappear.

Next, argues the internationalist advocate, workers and consumers
would develop and express their desires via democratic councils with
the norm for decisions being that methods of dispersing information
and for arriving at and tallying preferences into decisions should
convey to each party involved, to the extent possible, influence over
decisions in proportion to the degree he or she will be affected by
them. Councils would be the vehicle of decision-making power and
would exist at many levels, including smaller work groups, teams, and
individuals, and broader workplaces and whole industries, as well as
individual consumers, neighborhoods, counties, and larger. Votes could
be majority rule, three-quarters, two-thirds, consensus, etc. and would
be taken at different levels and with fewer or more participants and
voting rules depending on the particular implications of the decisions in
question. Sometimes a team or individual would make a decision.
Sometimes a whole workplace, an industry, a neighborhood, or a
county would decide. Different decisions would employ different voting
and tallying methods. There would be no a priori correct, detailed
option, but there would be a right norm to implement: decision-making
input in proportion as one is affected by decisions.



Next comes the organization of work. Who does what tasks in what
combinations?

Each actor does a job, and each job of course includes a variety of
tasks. In rejecting current corporate divisions of labor, we decide to
balance for their empowerment and quality of life implications the
tasks each actor does. Every person participating in creating new
products is a worker, and each worker has a balanced job complex,
meaning the combination of tasks and responsibilities each worker has
would accord them the same empowerment and quality of life benefits
as the combination every other worker has. Unlike the current system,
we would not have a division between those who overwhelmingly
monopolize empowering, fulfilling, and engaging tasks and those who
are overwhelmingly saddled with rote, obedient, and dangerous tasks.
For reasons of equity and especially to create the conditions of
democratic participation and self- management, balanced job
complexes would ensure that when we each participate in our
workplace and industry decision-making, we have been comparably
prepared by our work with confidence, skills, and knowledge to do so.
The contrary situation now is that some people have great confidence,
decision-making skills, and relevant knowledge obtained through their
daily work, while other people are only tired, de-skilled, and lacking
relevant knowledge as a result of theirs. Balanced job complexes do
away with this division. They complete the task of removing class
divisions that is begun by eliminating private ownership of capital.
They eliminate, that is, not only the role of capitalist with its
disproportionate power and wealth, but also the role of decision
monopolizing producer who is accorded status over and above all
others. Balanced job complexes retain needed conceptual and
coordinative tasks and expertise, but apportion these to produce true
democracy and classlessness.

But what about remuneration? We work. This of course entitles us to a
share of the product of work. But how much?

The pareconist internationalist says that we ought to receive for our
labors remuneration in tune with how hard we have worked, how long
we have worked, and how great a sacrifice we have made in our work.
We shouldn’t get more because we use more productive tools, have
more skills, or have greater inborn talent, much less should we get
more because we have more power or own more property. We should
get more only by virtue of how much effort we have expended or how
much sacrifice we have endured in our useful work. This is morally
appropriate, and it also provides proper incentives by rewarding only
what we can affect and not what is beyond our control.



With balanced job complexes, if Emma and Edward each work for eight
hours at the same pace, they will receive the same income. This is so
no matter what their particular job may be, no matter what workplaces
they are in and how different their mix of tasks is, and no matter how
talented they are, because if they work at a balanced job complex their
total workload will be similar in its quality of life implications and
empowerment effects. The only difference to reward people doing
balanced jobs for will be length and intensity of work done. If these too
are equal, the share of output earned will be equal. If length of time
working or intensity of work differ somewhat, so will the share of
output one earns.

And who makes decisions about the definition of job complexes and
who evaluates the rates and intensities of people’s work? Workers do,
of course, in their councils, using information culled by methods
consistent with the philosophy of balanced job complexes and just
remuneration, and in a context appropriately influenced by the wills
and desires of consumers.

There is one very large step left to the pareconist internationalist
proposal for an alternative to capitalism. How are the actions of
workers and consumers connected? How do we get the total pro-
duced by workplaces to match the total consumed collectively by
neighborhoods and other groups as well as privately by individuals?
For that matter, what determines the relative valuation of different
products and choices? How do we decide how many workers will be in
which industry producing how much? What influences whether some
product should be made or not? What guides investments in new
technologies in turn influencing what projects should be undertaken
and which others delayed or rejected? These questions and others too
numerous to mention in this introduction (but dealt with later in this
book) are all matters of allocation.

Existing options for allocation are central planning as used in the old
Soviet Union and competitive markets as used in all capitalist
economies. In central planning a bureaucracy culls information,
formulates instructions, sends these instructions to workers and
consumers, gets feedback, refines the instructions a bit, sends them
again, and receives back obedience. In a market each actor
competitively buys and sells products, resources, and the ability to
perform labor at prices determined by competitive bidding. Each actor
seeks to gain more than those they exchange with.

The problem with each of these modes of connecting actors is that
they impose on the economy pressures that subvert solidarity, equity,
diversity, and self-management.



For example, even without capital ownership, markets favor private
over public benefits and channel personalities in anti-social directions
that diminish and even destroy solidarity. They reward output and
power, not effort and sacrifice. They produce a disempowered class
saddled with rote, obedient labor and an empowered class that
accrues most income and determines economic outcomes. They force
decision-makers to competitively ignore the wider ecological
implications of their choices. Central planning, in contrast, denies self-
management and produces the same class division and hierarchy as
markets but instead built around the distinction between planners and
those who implement their plans, extending from that foundation
outward to incorporate empowered and disempowered workers more
generally.

In short, both these allocation systems subvert instead of propel the
values we hold dear. So what is our alternative to markets and central
planning?

Suppose in place of top-down central planning and competitive market
exchange, we opt for cooperative, informed decision-making via
structures that ensure actors a say in decisions in proportion as
outcomes affect them and that provide access to accurate valuations
as well as appropriate training and confidence to develop and
communicate preferences—that is, we opt for allocation that fosters
council-centered participatory self-management, remuneration for
effort and sacrifice, balanced job complexes, proper valuations of
collective and ecological impacts, and classlessness.

To these ends, therefore, we advocate participatory planning—a
system in which worker and consumer councils propose their work
activities and consumer preferences in light of true valuations of the
full social benefits and costs of their choices.

The system utilizes cooperative communication of mutually informed
preferences via a variety of simple communicative and organizing
principles and means including, as we will see in coming chapters,
indicative prices, facilitation boards, and rounds of accommodation to
new information—all permitting actors to express their desires and to
mediate and refine them in light of feedback to arrive at choices
consistent with their values.

The internationalist pareconist is in a position to answer “What do you
want?” succinctly and compellingly, in an appetite-whetting
presentation as above, or, of course, in more detail, explaining the
logic of the claims, enriching the picture of daily life relations, and
rebutting possible concerns—as in the rest of this book.



The summary is that workplace and consumer councils, diverse
decision-making procedures that implement proportionate say for
those affected, balanced job complexes, remuneration for effort and
sacrifice, and participatory planning, together constitute core
institutional scaffolding of a comprehensive alternative to capi- talism
and also to centrally planned or market socialism.

The ultimate answer to the claim that “there is no alternative” is to
enact an alternative. In the short term, however, the answer is to offer
a coherent, consistent, viable, economic vision able to generate hope,
provide inspiration, reveal what is possible and valuable, and orient
and democratize our strategies so that they might take us where we
desire to go rather than running in circles or even heading toward
something worse than that which we now endure. But are parecon’s
visionary aims rooted in practice undertaken around the world, or only
mental constructs?

Parecon and Visionary Practice

In today’s world large movements espousing similar aspirations
struggle worldwide to better the lives of disenfranchised and abused
populations around the globe. Some undertakings pressure elites to
beneficially alter existing institutions. Other efforts seek to create new
institutions to “live the future in the present.” Some efforts are small
and local. Some encompass whole geographic regions. If we look at a
selection of visionary practices, we can see many features which have
led to the reasoning presented in this book. Parecon doesn’t float in
space, that is, but arises from the aspirations and the insights of a
huge range of activist efforts. Here are a few examples.

Historically almost every instance of working people and consumers
even briefly attaining great control over their own conditions has
incorporated both in locales and in workplaces institutions of direct
organization and democracy. These have been called councils or
assemblies, and given other names as well. Their common feature,
however, has been providing a direct vehicle for people to develop,
refine, express and implement personal and collective agendas. Both
the successes of such endeavors, and also the undeniable fact that
they have been repeatedly destroyed by counter forces, fuel and
inform our advocacy of workplace and consumer councils in parecon
and our efforts to conceive a context in which such councils can thrive
rather than be thrashed.



Throughout the history of struggle against injustice there has also been
great attention to matters of equity and specifically to the idea that
people ought to enjoy life possibilities in a fair and appropriate manner.
We should be able to earn a bit more or less by our choices, of course,
but not for unworthy reasons. In times of upsurge and self-
determination such as in Spain during the Spanish Anarchist struggles
there, or earlier in the Paris Commune, and at many other moments as
well from major national strikes in the West to movements for freedom
in the East and South, seekers of economic justice have realized that
there is something horribly wrong with remunerating those who enjoy
more fulfilling work and who have more say in social life more than
those who do more rote and damaging work and have less say in social
life. Parecon’s priority to remunerate only effort and sacrifice arises
from these aspirations and also gives them more precise substance
than they have previously enjoyed.

But what about instances from the present? Is parecon connected to
current exploratory and innovative economic efforts?

Consider collective workplace experiments around the world, including
co-ops, worker-owned plants, and collective workplaces. Workers gain
control over their factories, perhaps buying them rather than having
capitalists close them down entirely, or perhaps originating new
enterprises of their own from scratch. The newly in- charge workers
attempt to incorporate democracy. They try to redefine the division of
labor. They seek narrower income dif- ferentials. But the market
environment in which they operate makes all this horribly difficult. By
their experiences of such difficulties, workers’ and consumers’ efforts
at creating worker- controlled enterprises and consumer co-ops
provide extensive experience relevant to the definition of parecon. Not
only co-op successes, but also their difficulties—such as tendencies for
old- style job definitions to reimpose widening income differentials and
tendencies for market imposed behaviors to subvert cooperative aims
and values—teach important lessons. Indeed, in my own experience,
the effort to create the radical publishing house South End Press and to
incorporate equity and self-management in its logic and practice
powerfully informed many of the insights that together define
participatory economics, particularly the idea and practice of balanced
job complexes. Likewise, a number of on-going current experiments in
implementing parecon structures continue to inform the vision and its
various features.

On a grander scale, consider the movement for what is called
“solidarity economics” that has advocates in many parts of South
America (and particularly Brazil), Europe, and elsewhere. Its defining
idea is that economic relations should foster solidarity among



participants rather than causing participants to operate against one
another’s interests. Not only should economic life not divide and
oppose people, it should not even be neutral on this score but should
generate mutuality and empathy. Advocates of solidarity economics
thus pursue ideas of local worker’s control and of allocative exchange
with this norm in mind. Parecon takes their insight that institutions
should propel values we hold dear and extends it in additional
directions. We want a solidarity economy in the same sense as its
advocates do. But we also want a diversity economy, an equity
economy, and a self-managing economy. Indeed we want one
economy that fulfills all these aspirations simultaneously. Parecon thus
arises from, respects, and seeks to provide additional dimensions to
solidarity economics.

Or consider the efforts, some years back, in Australia of labor unions to
influence not only the conditions and wages of their members’ work
lives, but also what people produced. They developed the idea of
“Green Bans” which were instances where workers in building trades
would ban certain proposed projects on the grounds they were socially
or environmentally unworthy. Sometimes they would not only ban the
proposed endeavors that capitalists sought to undertake, but would
also undertake alter- native projects of their own design intended to
treat environment and people appropriately. This experience of course
foreshadows and informs both parecon’s norms for deciding work and
its apportionment of power to affected constituencies. Parecon extends
the logic of Australia’s Green Bans into a full economic vision for all
facets of economic life.

Or consider the efforts in Porto Alegre and other Brazilian cities and in
Kerala and other regions of India to incorporate elements of
participatory democracy into budget decisions for cities and regions.
Indeed, in Brazil this project is named “participative budgeting” and
the idea is to establish means of local direct organization via which
citizens can affect decisions about collective investments regarding
government services such as parks, education, public transport, and
health care. Parecon’s participatory planning has the same aspirations
and impetus, but writ larger, encompassing not only public goods but
all goods, and facilitating not only proportionate participation by
consumers, but also by workers.

Indeed, for all the examples noted above and many more as well,
advocates of participatory economics could be expected, once
organized in sufficiently large movements, to pursue similar
struggles—the only difference being the way pareconists would explain
their actions as being part of a process leading to a whole new
economy they would advocate, and perhaps how they would try to



create new infrastructure and consciousness by not only fostering the
immediate aims, but by also empowering participants to win still more
gains in a trajectory leading all the way from capitalism to parecon.
Pareconist workers’ control efforts would seek to attain allocation gains
as well, plus new divisions of labor. Pareconist attempts to institute
“participatory budgets” would seek as well to address norms of
remuneration and job allocation and to engender participation not only
in communities regarding public goods, but also in workplaces
regarding all goods. Pareconist union and workers councils would seek
to affect not only the conditions and circumstances of members’ jobs,
but also the worthiness of undertaken projects, and would likewise try
to link with consumer movements and spread the efforts to
government sectors and consumer behavior.

In other words, the participatory economic vision put forth in coming
chapters not only springs from and is consistent with past and present
struggles to better people’s immediate lives in diverse ways, it also
offers encompassing values and logic to link all these efforts and to
enlarge each consistent with its own best aspirations but also with the
logic and aspirations of others beyond.

And what about the newest and certainly very promising World Social
Forum? Here is a remarkable amalgamation of movements,
constituencies, activists, and projects from all over the globe linked by
an open and experimental attitude, a commitment to participation,
feelings of mutual respect, and attention to diversity and democracy,
all celebrating the sentiment that “another world is possible.” In 2002,
at its second incarnation, roughly 50,000 participants began to
enunciate features that that better world might have. The most widely
shared sentiments were rejection of markets and support for self-
management, rejection of vast differentials in income and support for
equity, rejection of homogenizing commercialism and support for
diversity, rejection of imperial arrogance and support for solidarity, and
rejection of ecological devastation and support for sustainability. No
doubt WSF 2003 will have taken this agenda many steps further by the
time this book appears. And like the WSF, parecon contributes
visionary economic ideas in hopes that political, cultural, kinship,
global, and ecological visionary aims will prove compatible and
mutually supportive.

Participatory economics provides a new economic logic including new
institutions with new guiding norms and implications. But parecon is
also a direct and natural outgrowth of hundreds of years of struggle for
economic justice as well as contemporary efforts with their
accumulated wisdom and lessons. What parecon can contribute to this



heritage and to today’s activism will be revealed, one way or the other,
in coming years.

Part |
Values and Institutions

The Devil can quote Shakespeare for his own purpose.
—G.B. Shaw

The civilized have created the wretched, quite coldly and deliberately, and do not
intend to change the status quo; are responsible for their slaughter and enslavement;
rain down bombs on defenseless children whenever and wherever they decide that
their “vital interests” are menaced, and think nothing of torturing a man to death:
these people are not to be taken seriously when they speak of the “sanctity” of
human life, or the “conscience” of the civilized world.

— James Baldwin

The task of developing an economic vision begins with determining
what an economy is, determining what values we aspire to, and
deciding what our attitude is to existing options that we could retain.
While we don’t wish to belabor this type of preparatory work, nor can
we rush ahead to vision without any preparation at all. Thus our first
three chapters, constituting part |, clear the way for what follows.

Chapter 1
What Is An Economy?

He tried to read an elementary economics text; it bored him past endurance, it was
like listening to somebody interminably recounting a long and stupid dream. He could



not force himself to understand how banks functioned and so forth, because all the
operations of capitalism were as meaningless to him as the rites of a primitive
religion, as barbaric, as elaborate, and as unnecessary. In a human sacrifice to deity
there might at least be a mistaken and terrible beauty; in the rites of the money-
changers, where greed, laziness, and envy were assumed to move all men’s acts,
even the terrible became banal.

—Ursula K. Le Guin

In the dictionary an economy is a “system of producing, distributing,
and consuming wealth.” A typical modern economy thus produces
wheat and milk, guitars and garden hoses, medical care and restaurant
meals. This activity needs labor, natural resources, and intermediate
goods in useful ratios. We can produce no houses without wood, wires,
saws, and builders. We can produce no guitars without guitar string,
proper tools, and artisans. Work occurs in factories, hospitals, and on
farms and is done by assemblers, surgeons, bakers, sweepers, nurses,
accountants, and custodians. Depending which type of laborer we are,
we do different tasks, shoulder different responsibilities, receive
different rewards, and make different decisions or follow different
orders.

Sensible production needs its products used. We don’t want to
assemble too many or too few items of any kind. We don’t want a
hundred guitars at the hardware store or a hundred garden hoses at
the music store, nor do we want to produce more or less of either than
people desire to consume. Allocation is the name for the process and
the institutions that determine who produces how much, what rates it
exchanges for, and where it winds up. From the multitudinous choices
an economy could technically implement, allocation chooses what
actually occurs. Instead of 30 or 140,000 radios, the economy
produces 72,000. Instead of all the radios going to a single Radio
Shack, they disperse appropriately around the society. The same goes
for food, clothes, televisions, toothpaste, rubber, transistors, screws
and nails, and finally for workers themselves. Allocation synchronizes
production and consumption, work and leisure.

Once products arrive where intended, they must be utilized. A garden
hose or guitar is valueless if no one uses it. Individuals and sometimes
families, neighborhoods, counties, or other collective units consume or
otherwise make use of what has been produced and allocated.

In short, production, allocation, and consumption define every
economy. Each aspect provides the reason for and informs the practice
of the other two. It follows, as we will see, that an economy should
produce, allocate, and consume in ways that further people’s values,



that meet people’s needs, and that do not waste people’s energies or
create unfavorable by-products.

Key Economic Dynamics and Institutions

To parsimoniously understand diverse economies, what dynamics
should we highlight? To comprehend main features but avoid minor
details, what aspects should we prioritize?

Ownership Relations

Production occurs in workplaces that utilize hammers and assembly
lines, filing cabinets and computer networks. Private individuals may
own these means of production and distribution. The state may own
them. The whole populace could own an equal share of all means of
production. Or, for that matter, a society could have no concept of
ownership of productive property at all.

In contemporary economies, a few lucky property holders come into
the world to lead lives drenched in continually regenerated opulence.
Millions of working people come into the same world only to wonder
how they will afford another week’s subsistence. An economy’s
ownership relations dramatically affect people’s incomes, economic
responsibilities, and say over economic outcomes. Why are the
propertied born already rounding third base headed for home with no
catcher trying to tag them out? Why are so many others born standing
at home plate, holding a matchstick bat, facing the world’s best
pitcher, two strikes against them, resigned to failure?

Allocation Institutions

Allocation exists in all economic systems and the institutions which
accomplish allocation have a profound impact on all economic life.
Allocation institutions include competitive markets, central planning,
and horizontal planning. Within markets buyers and sellers enact
decentralized exchanges with one another. Each pursues personal
interests and the sum of their separate efforts define the economy’s
overall activity. With central planning a relatively few planners assess



society’s possibilities and announce the amount of each product to
produce and where everything should wind up. Their instructions sum
to society’s overall activity. With participatory planning all society’s
members assess their own and others’ situations and cooperatively
negotiate via their worker and consumer councils their individual and
joint actions. Their deliberations and negotiations sum to society’s
undertakings.

Division of Labor

Economies have divisions of labor. Each person does a job that
conveys to him or her different responsibilities and different decision-
making influence. The extreme possibilities for dividing labor into jobs
are twofold: We can opt for typical hierarchical arrangements that
include highly differential access to empowering and quality of life
work circumstances, or we can opt to provide people with equally
empowering and enjoyable work.

With the hierarchical approach, a person becomes a secretary or a
Company Chairperson, a janitor or a doctor, a manager or an
assembly-line worker, and undertakes responsibilities pegged at a
particular level of skill, knowledge, quality of life impact, and influence
over outcomes. One actor may have no say over any outcomes, while
another has some modest say over a few outcomes, and a third has
immense say over many outcomes.

With the contrasting non-hierarchical approach, we have no secretaries
or CEOs. Each person has a complex of tasks unique in its details but
nonetheless comparable to every other person’s regarding its quality
of life and empowerment effects. We each do some rote and some
creative work, some mechanical and some conceptual work. The mix
gives us a fair share of burdensome and fulfilling and/or boring and
empowering tasks. While with the existing corporate division of labor
some workers have a preponderance of more pleasant, uplifting, and
empowering work, and other workers have a preponderance of more
boring, dangerous, and stultifying work, with the proposed balanced
job complexes we would all have jobs embodying an average quality of
life and empowerment effect. We would each do our own different
tasks, but the empowerment and quality of life effects of each of our
jobs would be just like those of everyone else’s. The upshot is simple.
Along with the British philosopher and economist Adam Smith (1723-
1790), who penned The Wealth of Nations in 1776, we believe that:



The understandings of the greater part of men are necessarily formed by their
ordinary employments .... the [person] whose life is spent in performing a few simple
operations, of which the effects too are, perhaps, always the same, or very nearly the
same, has no occasion to exert his/her understanding .... and [is] generally [pushed
to] become as stupid and ignorant as it is possible for a human creature to be.

Smith understood that a person would do different things and have
different circumstances at work depending on whether he or she was a
secretary, assembly worker, manager, or owner, and that these
differences would profoundly affect life prospects. And we agree. The
division of labor matters greatly.

Remuneration

The dictionary says “remunerate” means “to compensate for; make
payment for.” Remuneration norms and procedures determine what
goods and services people can afford from the whole social output.
Some people are remunerated a pittance for their labors, such as the
man or woman who cooked the flapjacks you ate for breakfast in the
local diner, or who cleaned rooms in the local motel. Some people are
remunerated a huge ransom such as Michael Jordan or a surgeon or
prominent lawyer. Some are remunerated not only for their own labors
but also for the labors of others—sometimes the labors of thousands or
even tens of thousands of others, such as Warren Buffet and his
comrades in capital.

Economic remuneration can occur according to five broad standards.
We can pay people for:

. What each person’s property produces, or total output

. What each person herself produces, or personal output

. What each person is strong enough to take, or bargaining
power

What each person expends and the sacrifices each person
makes, or effort and sacrifice
What meets each person’s needs, regardless of activities

Depending which remuneration norms an economy employs and the
exact mechanics of their implementation, who gets more and who gets
less will differ, as will people’s behaviors and thus their evolving
motivations and personalities. Remuneration matters.

Decision-Making



Who or what establishes how work is organized, how long we labor,
what goods are available, and at what rates goods exchange? Where
does power over economic outcomes reside? What logic justifies
existing or alternative distributions of power? What mechanics propel
the enactment of particular power relations? How does the distribution
of economic power affect people’s life prospects? Why do some people
rule while others obey and are any other relations possible? Many
approaches exist for economic decision-making:

. Economic decision-making can give the most say to those best
prepared, most informed, and with the most prior experience or
best prior decision-making record.

. Economic decision-making can disperse power among diverse
actors and agents according to various but still differentially
distributed criteria. For example, people who own property might
be given disposition over it because they hold the deed
regardless of any past experience.

. Economic decision-making can accord more or less say to
people depending on whether their jobs give them more or less
control over critical decision-making information.

. Economic decision-making can be determined by a specific
singular norm, such as that one actor gets one vote and majority
rules or a consensus approach.

. Economic decision-making can be guided by a flexible range of
norms so that decisions are made differently depending on each
decision’s specific nature and likely implications.

And of course, economic decision-making can combine more than
one of these norms—for example, an economy can have a democratic
or even participatory norm for decision-making among those who own
property or who have elite and empowering jobs, while at the same
time completely excluding from decision-making those who don’t own
property and have rote and disempowering jobs.

At any rate, to carry out one or another norm or combination of
decision-making norms, an economy will have associated institutions
and institutional relations which will themselves bear strongly on the
kinds of information each actor has at their disposal, the leverage each
actor has over outcomes, each actor’s partici- pation in choices, and
each actor’s subservience to the choices other actors make. So of
course the logic and structures of economic decision-making matter.



Economies

If we examine all modern approaches to issues of ownership,
allocation, division of labor, remuneration, and decision-making, we
can group economies usefully into some broad types that flexibly
summarize their essential similarities and properties.

Capitalism has private ownership, market allocation, corporate
divisions of labor, remuneration for property, power, and output,
and capitalist class domination of decision-making.

The two socialisms (market and centrally planned), have
public or state ownership, market and/or central planning
allocation, corporate divisions of labor, remuneration for output
and/or power, and ruling coordinator-class domination of
decision-making.

Bioregionalism, the goal of some environmental activists, has
public ownership, decentralized exchange via face-to-face
allocation, and mostly cooperative divisions of labor, plus a lack
of clear definition of other features (at least in so far as we have
been able to discover).

Participatory economics as proposed in this book combines
social ownership, participatory planning allocation, council
structure, balanced job complexes, remuneration for effort and
sacrifice, and participatory self-management with no class
differentiation.

Note that any two instances of one type of economy can differ
greatly. Variations can occur in everything from their level of
development, to population, to available resources, to specific
structures (like a special banking system), to the distribution of
power among competing classes or other sectors, to features
that derive from a racist or sexist history or special political
forms. Thus capitalism takes on different features in the US than
it did in the old Sweden, the old South Africa, and currently in
Haiti. Market socialism can also differ in its implementation, as
we have seen in the old Yugoslavia and old Hungary. Centrally
planned socialism is different in Cuba than it was in the old
Soviet Union. Green bioregionalism and participatory economics
are as yet unim- plemented in history, but they can also of
course have different features in different instances.

However, despite the possibility of diverse instances any
instance of any single type of economy will retain the defining
features of that type. To understand the broad properties of
capitalist, market socialist, centrally planned socialist,
bioregionalist, and partici- patory economies will therefore tell us



much about any particular instance of any of these, even without
knowing all that country’s secondary features.

Class Structure

Another way to look at types of economies is by how their
institutions broadly divide people into opposed groups. Of course
in any economy there will be differences in the precise
circumstances that any two economic actors have regarding the
economy'’s institutions. You have one job; | have another. You
work with those tools; | work with these tools. You have such and
such income; | have so and so income. Yet within the spectrum
of endlessly different precise circumstances allotted to each and
every actor, economic institutions may also differentiate people
into relatively large constituencies all of whose members share
certain critical circumstances different from those shared by
other large con- stituencies. Regarding the economy, we call
such different consti- tuencies classes, where a class is a group
of people who by the positions they occupy vis-a-vis production,
allocation, and con- sumption have sufficiently similar
circumstances, material interests, and motivations for us to
usefully talk about their group conditions and group tendencies
as opposed to the group conditions and group tendencies of
other classes who in turn share different circumstances,
interests, and motivations.

Of course not everyone in an economic class has the exact same
situation or inclinations as everyone else in that class.
Bricklayers go to different workplaces than waiters do.
Pharmaceutical capi- talists own different property than
automotive capitalists. Still, the point of class analysis is that the
circumstances and conditions that everyone in a class have in
common are great enough and their implications for people’s
behaviors are important enough that it is useful to highlight the
class collectively in trying to understand the overall dynamics of
the economy.

So what divides people into classes? As every economist agrees,
having fundamentally different ownership relations certainly
divides people into different classes. History shows that
ownership dramatically affects one’s claims on social product,
one’s impact on economic decisions, and one’s interests and
motives. Thus, in a capitalist society the conditions shared by all



who own some means of production—whether pharmaceutical,
automotive, or computer companies—qgive capitalists sufficiently
similar circumstances and motivations for us to usefully talk
about their collective (profit- seeking) behavior. It was owning
some means of production that made the Rockefellers capitalists
and it is the shared (profit- seeking) motives that ownership
induces in capitalists that caused Adam Smith to write that
“people of the same trade seldom meet together, even for
merriment and diversion, but the conversation ends in a
conspiracy against the public, or in some contrivance to raise
prices.”

Yet despite its importance, ownership is not the sole possible
basis for class division. Instead, an economy’s division of labor or
the role implications of its allocation institutions could also lead
to some people sharing conditions systematically different than
those shared by others, even with the same ownership situation.

In capitalism, virtually every serious analyst calls those who own
the means of production “capitalists” and those who own nothing
but their ability to work and who must sell that ability for a wage
paid to them for doing a rote and subservient job, “workers.” But
in going beyond property as a basis for class division, we can
also identify a “coordinator class” composed of those who
receive a wage for their labors but who, unlike workers, do jobs
that have considerable influence over their own and other
people’s economic situations and who retain their more
empowering jobs largely due to monopolizing certain skills and
knowledge. And we can note that the class of workers such as
assemblers, waiters, truckers, and janitors, and the class of
coordinators such as managers, doctors, lawyers, and engineers,
regard one another with opposed interests. And that each also
opposes capitalists, though in different ways.

So, What Is An Economy?
We have argued that:

1 An economy is a set of institutions concerned with produc- tion,
allocation, and consumption, and including identifiable divisions of
labor, norms of remuneration, methods of allocation, and means of
decision-making.



2 Key features are public or private ownership relations; hierarchical
or balanced divisions of labor; markets, central, or horizontal planning;
and elite or democratic decision- making; each of which can
differentiate economic actors into classes whose circumstances give
each class shared material interests, assets, and behaviors, opposed to
those of other classes.

3 Different broad types of economies include capitalism, market
socialism, centrally planned socialism, bioregion- alism, and what we
call participatory economics. While specific instances of each type can
have widely varying development, population, political, family, cultural,
and other institutions, among other variable characteristics, within any
one economic type all instances will at least share the same broad
centrally defining economic insti- tutions and derivative class
structure.

4 To study an economic type one should determine its core
component institutions and their impact on divisions of labor, modes of
remuneration, and distribution of influence over outcomes, and on how
all these affect different economic classes.

5 And finally, to judge a type of economy one should ask how its
features and aspects impact on human outcomes and prospects and
whether we like the impacts or not.

Chapter 2

Economic Values

There is nothing so absurd that it has not been said by philosophers.
—Cicero

True compassion is more than flinging a coin at a beggar;
it comes to see that an edifice that produces beggars needs restructuring.
— Martin Luther King Jr.

We know that an economy needs to produce, allocate, and consume as
people wish. But whose wishes matter? What opportunities to express
their wishes should people have? How do people produce, allocate, and



consume, and with what impact on their life prospects? What are our
preferred values regarding economic outcomes and how do particular
economic institutions further or inhibit them?

When examining and evaluating economic systems, there are four
main questions about values we must address:

1 Equity: How much should people get and why?

2 Self-management: What kind of say over their conditions should
people have?

3 Diversity: Should paths to fulfillment be diversified or narrowed?
4 Solidarity: Should people cooperate or compete?

Our first step in envisioning a new economy is to address these four
areas of concern.

Equity

Nearly everyone favors “equity.” But controversy arises because
different people mean different things by the term. We want fair
income and fair situations, but fair in what way?

Equity 1: Income

Regarding income, four distributive norms summarize available options
for how people should be compensated for economic activity:

« Norm 1: Remunerate according to the contribution of each
person’s physical and human assets.

« Norm 2: Remunerate according to the contribution of each
person’s human assets only.

« Norm 3: Remunerate according to each person’s effort or
personal sacrifice.

« Norm 4: Remunerate according to each person’s need.

Of course, historically the most frequently actualized norm is that
people should get what they are strong enough to take, but virtually no



one morally advocates brute force bargaining power as our preferred
criterion for payment. No one thinks this common approach is ethically
superior. No one thinks it is efficient. The idea that society should
enrich the thug for being thuggish, though it is typically the rule that
markets and many other systems impose, is no one’s stated ideal. For
that reason it doesn’t require treatment in a book about economic
vision. So, paying attention only to the four norms that people do
advocate, let’s first consider norm one.

The rationale for rewarding people for the contribution that their
private capital makes to output is that people should get out of an
economy what they and their productive possessions contribute. If we
think of economic goods and services as a giant pot of stew, the idea is
that individuals contribute to how plentiful and rich the stew will be by
their labor and by the non-human productive assets they bring to the
kitchen. If my labor and productive assets make the stew bigger or
richer than your labor and productive assets make it, then according to
norm one, it is only fair that | eat more or more delectable morsels
than you eat. Since | brought greater assets to the kitchen, | deserve
greater reward. You own a hoe and | own a tractor. This makes me
more productive than you and enables me to make a greater
contribution to society’s total food output. It is only fair, therefore, that
| be better remunerated than you.

Though this rationale has intuitive appeal to many, norm one’s
advocates have the “Rockefeller's grandson problem” to deal with.
According to norm one, the grandson of a Rockefeller should eat 1,000
times as much stew as a highly trained, highly productive, hard-
working daughter of a pauper. And this is warranted, says norm one,
even if Rockefeller’'s grandson doesn’t work a day in his life and the
pauper’'s daughter works for fifty years providing services of great
benefit to others. The grandson has inherited property that “works” for
him since he “brings it to the kitchen” and by norm one we credit the
contribution of productive property to its owners. Bringing a tractor or
100 acres of Mississippi bottom land to the economy increases the size
and quality of the stew we can make just as surely as having another
person to dig or peel potatoes does—only more so. Therefore, if we
inherit a tractor or land, then along with this inheritance comes a
stream of income that we need do nothing whatever to “earn.” On the
other hand, the fact that we have done nothing whatever to earn it
makes it self-evident that we don’t deserve it morally due to some
meritorious action on our part. There must be some other explanation
than our being “morally deserving” for why we ought to have it.

And, indeed, a second line of defense for norm one is based on a vision
of “free and independent” people, each with their own property, who, it



is argued, would refuse to voluntarily enter a social contract on any
other terms than benefiting from that property’s output. We need norm
one, in this view, if these people are to freely participate in the
economy. But while those who have a great deal of productive
property would have a good reason to hold out for a social contract
rewarding them for their property, why wouldn’t those who have little
or no property have a good reason to hold out for a different
arrangement that doesn’t penalize them for not owning property? And
if this is true, then how come those with property get the norm they
want, and those without property do not?

The historical difference is that those with property could do quite well
for themselves (including buying enforcement of their wills via
legislation) while waiting for agreements to be reached, whereas those
without property could not avoid catastrophe if they had to wait long
for an agreement. Requiring unanimity of all parties drives the bargain
to favor the propertied. The unemployed eventually have to give in and
seek work even under the conditions that profits will go entirely to
owners. To do otherwise leaves them destitute. But that means norm
one is established not due to moral desirability, but because of an
unfair bargaining situation in which some are better able than others to
tolerate failure to reach an equitable agreement (and therefore better
able to coerce submission and defend their holdings). Thus, the social
contract rationale for earning on property loses all ethical force and
has its weight only due to contingent, unbalanced circumstances.

This analysis is nothing new, by the way, though it isn’t meant to be
publicly discussed by those without property. Consider, for example,
Adam Smith’s pithy formulation that “It is only under the shelter of the
civil magistrate that the owner of valuable property ... can sleep a
single night in security.” Or consider this old anonymous aphorism:
“The Law locks up the hapless felon who steals the goose from off the
common, but lets the greater felon loose who steals the common from
the goose.”

A related insight is that unless those who have more productive
property acquired it through personal sacrifice, the income they
receive from owning the property is unjustifiable on equity grounds.
Basing income on private property is not equitable and must be
rejected if we determine that those who own more productive property
did not come to it through greater personal sacrifice. Pursuing this line
of assessment in tune with the views of the advocates of norm one, we
must now ask how property is acquired?

Acquisition of productive property through inheritance obviously
entails no sacrifice by the heir. Consequently, we deny the would-be



heir nothing that she has a moral claim to if we prohibit inheritance of
productive property. But what about the rights of members of the older
generation who wish to bequeath productive property to their
progeny? Suppose (against all odds) that those who wish to make
bequests came by their productive property in a manner consistent
with a worthy conception of economic justice. That is, suppose they
sacrificed more than others by working longer or harder, and rather
than eating prodigious portions of caviar in the twilight of their lives,
they prefer to pass on their hard-earned productive assets to their
children or grandchildren. To deny them the right to do so would seem
an unwarranted violation of their personal freedom to dispose of their
legitimate rights to economic benefits as they wish. It certainly does
interfere with this right.

But what about the right of members of the younger generation to
equal economic opportunities? If we permit inheritance of productive
assets, some young people will start out with advantages and others
will be debited—all due to no failures of their own—a disparity that
could grow from generation to generation. If members of an older
generation when exercising their freedom of consumption have the
right to pass along productive property, then they will have created for
a younger generation unequal economic opportunities that violate the
rights of the latter. On the other hand, if members of the younger
generation are to be protected from this inequitable result, their elders
must be precluded from dispersing their assets as they choose—a
result that also seems unfair.

What do we choose? The right to bequeath means of production should
be denied because the right for all generations to equal economic
opportunity far outweighs the right of some of the members of one
generation to bequeath income-generating wealth to their offspring.
While some freedom of consumption for the older generation to
acquire property and pass it on is certainly sacrificed by outlawing the
inheritance of productive property, doing so is necessary to protect a
more fundamental freedom of the younger generation to equal
economic opportunities. More generally, con- freedoms of this sort are
common in economics and other aspects of society as well, and rather
than settling such conflicts by abstractly awarding a property right to
one party or the other, thereby elevating the notion of property as the
arbiter of difference, the goal should be to give every actor decision-
making input in proportion to the degree that person is affected by the
outcome, thereby elevating true democracy as the arbiter of
difference. In other words, economic self-management—defined as
having decision-making influence in proportion to the degree that one
is affected—is a far superior norm than that of economic freedom
based on the right to do whatever one chooses with one’s property.



In these terms, since the younger generation would be much more
seriously affected by unequal economic opportunities than the older
generation would be affected by limiting their freedom to pass on
productive property, it is justifiable to limit inheritance rights. While the
conflict between freedom of consumption for an older generation to
bequeath their property and the right to an equal economic
opportunity of a younger generation is only one of many conflicting
freedoms in capitalist economies, it is a particularly important one.
Awarding the property right in favor of inheritance is a particularly
egregious violation of the principle of economic self-management since
it permits those who are little affected (the ones making bequests) to
greatly affect the lives of many others. These others, as a result, must
start their economic lives with serious handicaps relative to a few of
their privileged peers.

A second way—beyond actually sweating for it—that people in
capitalism acquire more productive property than others, is through
good luck. Working or investing in a rising or declining company or
industry involves good or bad luck. Pursuing some line of industry and
benefiting from ancillary activities of others or from changing global or
domestic boom or bust dynamics involves good luck. Distributions of
productive property that result from luck hardly reward sacrifices on
people’s part. There is therefore no moral justification on their behalf,
obviously.

A third way that people come to have more productive property is
through unfair advantages such as differences in circumstances and
human characteristics. For example, arbitrary factors could allow you
to accumulate more productive assets than | because you have
information that | do not have, or you operate in a town or country
enjoying advantages that my locale doesn’t enjoy. Arbitrary differ-
ences in human characteristics could mean that you have greater
innate intelligence, strength, or dexterity than I do, all through no fault
of mine and due to no greater effort or sacrifice on your part, and
these could lead to your acquiring more property. And though these
differences may seem unlikely to be too large, even slight initial
inequalities in ownership of productive property will grow aggres-
sively more unequal in economies where owners are paid for the
contributions of their property. The initial advantage enlarges itself,
providing the means to acquire still greater property. If the initial
difference is unjust, still greater differences that result from ensuing
accumulation are unjust as well.

But what if some people accumulate more because they work longer or
harder than others? Or, what if some people consume less to
accumulate more productive property? Most who argue for norm one



as equitable would have us believe that this is how inequalities in the
ownership of productive property usually arise. And, indeed, if
someone accumulated more productive property through more work or
less consumption in the past, then greater consumption (or leisure)
commensurate with the greater past sacrifice is warranted. But this
conclusion is a direct application of norm three—to each according to
his or her effort or sacrifice—as long as “commensurate” compensation
is the quantity required to compensate for greater past sacrifices,
thereby making everyone’s burdens and benefits fair over time. It does
not justify norm one, with its implications of remunerating for property
even when it exceeds what effort and sacrifice warrant.

Most political economists accept that in capitalist economies the
differences in ownership of productive property that accumulate within
a single generation due to unequal sacrifices are minuscule compared
to the differences in wealth that develop due to inheritance, luck,
unfair advantage, and profit-making. That was what Proudhon meant
when he coined the phrase “property is theft.” All evidence about the
origins of differential wealth at the end of the twentieth century
support the opinion Edward Bellamy voiced (in 1888) in his famous
book Looking Backward:

You may set it down as a rule that the rich, the possessors of great wealth, had no
moral right to it as based upon desert, for either their fortunes belonged to the class
of inherited wealth, or else, when accumulated in a lifetime, necessarily represented
chiefly the product of others, more or less forcibly or fraudulently obtained.

A turn of the twenty-first century TV ad for the brokerage house
Salomon, Smith, & Barney provides a delicious example of ethical
doublespeak about property income. A man of obvious taste devoutly
informs us that the brokers at Salomon, Smith & Barney believe in
“making money the old-fashioned way, earning it.” What he means, of
course, is that brokers discourage clients from the temptation of high-
gain, high-risk strategies, and recommend instead expanding wealth
more slowly but with greater certainty— precisely without earning a
penny of it. As Ricardo noted: “There is no way of keeping profits up
but by keeping wages down.” And in the typically pithy words of
Groucho Marx: “The secret of success is honesty and fair dealing. If
you can fake those, you’'ve got it made.”

Norm two for remuneration is less straightforward to assess than norm
one: Why not reward each according to the value of the contribution of
only our human capital, that is, of only what we ourselves through our
own efforts bring to the kitchen? While supporters of norm two
generally agree with the case made above that property income is
unjustifiable, they hold that we all have a right to the “fruits of our own
labor.” Their rationale for this is at first review quite compelling. If my



labor contributes more to the social endeavor, it is only right that |
should receive more. Not only am | not exploiting others if | get more,
but since | put the extra amount in the pot myself, they would be
exploiting me by paying me less than the value of my personal
contribution.

But the obviousness of the claim is a function of its familiarity and not
of hard thinking about it. Careful thought shows we must reject norm
two—rewarding personal output—for the same basic reasons we reject
norm one—rewarding ownership of means of production.

Economists define the value of the contribution of any input (whether
labor or machines or some resources) as the “marginal revenue
product” of that input. If we add one more unit of the input in question
to all of the other inputs currently used in a production process, how
much would the value of output increase? That amount is the marginal
revenue product. But this means the marginal productivity, or the
contribution any input makes, depends as much on the quantity of that
input available and on the quantity and quality of complementary
inputs, as on any intrinsic quality of the input itself. In other words, the
amount that my extra hour of labor can add to output depends on how
many prior hours | work, and also on how many other hours others are
putting in, and on the quality of their contributions, and on the tools we
all use, and on the items we produce and their attributes, and so on.
This fact alone undermines the moral imperative behind any
“contribution based” norm, such as both norm two and norm one.

To reward differences in the value of personal contributions as norm
two warrants is to reward differences due to circumstantial and
personal factors beyond any individual’s control. When young people
flock to the profession that you have labored in for twenty years, your
marginal revenue product declines although you may work as hard as
ever. When your employer fails to replace machines that other
employers upgrade, your marginal productivity suffers even despite
there being no decrease in your efforts.

Suppose we set aside or somehow account for the fact that the
marginal productivity of different kinds of labor depends on the
number of other people in each labor category and on the quantity and
quality of non-labor inputs available as well as on technological
knowledge. The “genetic lottery” constitutes another circumstance
largely outside an individual’s control that can greatly influence how
valuable one’s personal contribution will be. No amount of eating and
weightlifting will give me a 6-foot-9-inch frame with 300 pounds of
muscle so that | can “earn” the salary of a professional football player
50 times greater than the salary | “earn” now. The noted English



economist Joan Robinson (1903-1983) pointed out long ago that
however “productive” a machine or piece of land may be, that doesn’t
constitute a moral argument for paying anything to its owner. And we
need only extend this insight to individual human characteristics to
realize that however productive an 1Q of 170 or a 300-pound physique
may be, that doesn’t mean the owner of this trait deserves more
income than someone less productively endowed who works as hard
and sacrifices as much.

Luck in external circumstance and in the genetic lottery are no better
basis for remuneration than luck in the property inheritance lottery—
which implies that as a conception of equity, norm two suffers from the
same flaw as norm one. If a person has the fine fortune to have genes
that give her an advantage for producing things of merit, or if she is
lucky as regards her field of work, there is no reason on top of this
good luck to provide her with an exorbitant income as well.

In defense of norm two, its advocates frequently claim that while talent
may not morally deserve reward, employing talents requires training,
and therein lies the sacrifice that merits a reward. Doctors’ salaries are
deemed compensation not for some innate capability the doctor has,
but for the extra education they endure. But longer training does not
necessarily entail greater personal sacrifice. It is important not to
confuse the cost of someone’s training—which consists mostly of the
time and energy of teachers who impart the training and of scarce
social resources like books, computers, libraries, and classrooms—with
personal sacrifice by the trainee. If teachers and educational facilities
are paid for as a public and not private expense—that is, if we have a
universal public education system—then the personal sacrifice the
student makes consists only of his or her discomfort during the time
spent in school.

Moreover, even the personal suffering that one endures as a student
must be properly compared. While many educational programs are
less personally enjoyable than time spent in leisure, the relevant
comparison is with the discomfort that others experience who are
working at paid jobs instead of going to school. If our criterion for extra
remuneration is enduring greater personal sacrifice than others, then
logic requires that we compare the medical student’s discomfort to
whatever level of discomfort others are experiencing who work while
the medical student is in school.

In short, would you rather be in medical school or slinging hash? Only if
schooling is more disagreeable than working does it constitute a
greater sacrifice than others make and thereby deserve greater



reward, and the additional reward it would then deserve would be
commensurate to that difference, but not more.

So to the extent that education is born at public rather than private
expense, and that the personal discomfort of schooling is no greater
than the discomfort that would be incurred by working instead during
the same time frame, extra schooling merits no extra compensation on
moral grounds. And if one pays for one’s education, then that marks
the reward warranted, and no more. And if one’s education is onerous
and demanding compared to working, that difference marks the extra
compensation warranted, and no more.

The problem with the “I had to endure school so long” justification of
norm two is the “doctor versus garbage collector problem.” How can it
be fair to pay a brain surgeon, even in the unlikely event he puts in
longer hours than most other workers, ten times more than a garbage
collector who works under miserable conditions forty or fifty hours a
week? Even if medical school is costly, and in fact even if it is more
debilitating and harder than collecting garbage during the same time
(which is a ridiculous claim), surely it would warrant far less than a
lifetime of much higher pay to compensate the doctor for that
temporary sacrifice, particularly since the subsequent job—brain
surgery—has exceptional social and moral rewards of its own. The
moral basis of norm two collapses.

So what about norm three—remunerate according to each person’s
effort or personal sacrifice? Whereas differences in contributions from
people’s labor will derive from differences in circumstance, talent,
training, luck, and effort, of all these factors people control only their
effort. To reward and punish people for things they cannot control
violates the same basic tenet of social justice that says it is unfair to
pay differently according to race or sex, for example. By “effort” we
simply mean personal sacrifice or inconvenience incurred in
performing one’s economic duties. Of course effort can be longer
hours, less pleasant work, or more intense, dangerous, or unhealthy
work. Or, it may consist of undergoing training that is less gratifying
than the training experience of others, or less pleasant than the time
others spend working. The underlying rationale for norm three is that
people should eat from the stew pot according to the sacrifices they
made to cook it. According to norm three no consideration other than
differential sacrifice in useful production can justify one able-bodied
person eating more or better stew than another.

Even for those who reject contribution-based theories of economic
justice like norms one and two, there is still a problem with norm three:
the “car crash problem.” Suppose someone has made average



sacrifices for 15 years, and consumed an average amount. She is hit
by a car. Medical treatment for crash victims can cost a fortune. If we
limit people’s consumption to the level warranted by the effort they
expend, we would have to deny hurt or sick people humane treatment
(and/or income while they can’t work).

Of course this is where another norm comes in, norm four: payment
according to need. But as attractive as norm four is, it isa normin a
different category from the other three. It is not really a candidate for a
definition of economic justice. Instead, it expresses a value beyond
equity or justice that we aspire to and implement when possible and
desirable. It is one thing for an economy to be equitable, fair, and just.
It is another thing for an economy to be compassionate. A just
economy is not the last word in morally desirable economics. Besides
striving for economic justice, we desire compassion as well. Thus we
have our equity value, norm three, and beyond economic justice, we
have our compassion, to be applied via norm four where appropriate
such as in cases of illness, catastrophe, incapacity, and so on. And
those are our aspirations for income.

Of course we know that it won’t be worthwhile to attain equity of
income and even compassionate humanity about income, if in doing so
the total productive output plummets or other nasty side effects cost
us considerably in our broader lives. But that is a matter that we
address when we assess whether we can institutionally implement our
norms for economic reward in ways consistent with other values we
hold dear. We shall investigate that as we proceed. First, there is
another dimension of equity to consider.

Equity 2: Circumstances

Why should one person have an economic condition at work that is
fulfilling and pleasant, and another have a condition that is debilitating
and depressing? What justification can there be for this difference? On
what moral grounds should Anthony enjoy better economic
circumstances than Arundhati?

Arguments regarding income carry over virtually without alter- ation.
Surely it cannot be owning property that justifies Anthony getting
better work conditions and circumstances than Arundhati does. Nor
can it be due to some innate quality, nor to training. If Arundhati
actually suffers a worse work situation than Anthony, we can certainly
offset it by giving Arundhati a larger income to make the income/work
package equal for her and Anthony.



The point is, in thinking about equitable economic conditions, we have
to think in terms of not just equitable remuneration but also equitable
circumstances. The only real justification for differential allocation of
circumstances is if this benefits output, and in turn everyone. But
surely, even if this were the case one would then offset the situation
for the party who was suffering worse conditions with a higher income,
while the party benefiting from better circumstances would receive a
lower income.

This attitude toward making circumstances equitable is already
inherent in the discussion of income and in the choice to remunerate
according to effort and sacrifice, but it is worth pointing out on its own
account for clarity’s sake. We will return later to the implications of
equilibrating not only the quality of work in different jobs, but also how
different jobs empower workers. But for now we consider the next area
of concern about guiding values.

Self-Management

The fourth area of great concern we set forth is power and
participation: To what extent should economic agents affect outcomes?
As with remuneration, here too we have a particular controversial
value we favor, so we need to make a careful case on its behalf. What
should be our norm for the influence any actor should have over
economic outcomes? Three primary options exist.

1 Vest most power in a few actors and leave the rest very little say
over decisions that affect them.

2 Distribute power more equally, with each actor always having one
vote in a majority-rules process.

3 Vary the way power is distributed depending on the relation of
each actor to specific decisions. Sometimes you get more say,
sometimes | get more say. The issue then becomes defining the
criteria that determine how much say any of us have in one decision as
compared to another.

The first option—giving the most say to a few people—is generally and
rightly labeled authoritarian because it gives to the few
disproportionate power over the many. In the political realm we call it
dictatorship or oligarchy and generally reject it as being incompatible
with respecting the rights of all humans. But if it is wrong to have a
political elite decide our political conditions because we should each



have some say in this, then surely it is also wrong for an economic elite
to decide our economic conditions—on the same grounds that we
should each have some say in this.

The second option, one-person-one-vote majority rule in all things, is
often called democracy. But consider me as | was typing this page.
Should you have had a vote on what computer | used, or on whether |
turned the light on at my desk, or on whether | had my window open?
No, | should make all those decisions myself, authoritatively, just as
you should decide when and whether to turn to the next page of this
book or to instead set this book aside and read something more
entertaining, or to take a bath, for that matter.

It doesn’t take but a minute of unconstrained thinking to realize that
praising one-person-one-vote decision-making says little about a
general norm for decision-making. To invoke majority rule universally
ignores that out of the wide diversity of decisions that arise in social
interactions and economic life only a relative few are properly handled
by giving everyone a single vote and tallying the results. Should the
workers at GM and Boeing and those at the corner grocery have an
equal vote on whether workers at Ford take a lunch break at twelve
noon or a half hour later? Obviously not.

What emerges is that to have a sensible decision-making norm
requires that actors have a range of decision-making influence, from
very little to overwhelming, depending on how greatly decisions in turn
affect them. But how do we determine where on this broad range one’s
power should fall for any particular decision?

Suppose that you have a desk in a workplace. You are deciding
whether to place a picture of your child on that desk. How much say
should you have? Or suppose that instead of a picture of your child,
you want to place a stereo there and play it loudly in the vicinity of
your workmates. How much say should you have about that?

There is probably no one who wouldn’t answer that as to the picture
you should have full and complete say, but as to the stereo you ought
to have limited say, depending on who else would hear the music and
therefore be affected by your choice. And suppose we then ask how
much say other folks should have? The answer, obviously, depends on
the extent to which the decision would affect them.

The norm we favor is thus that to the extent that we can arrange it,
each actor in the economy should influence economic outcomes in
proportion to how those outcomes affect him or her. Our say in
decisions should reflect how much they affect us. That’s the only norm



that treats all actors with equal respect and that accords all actors the
same claims on power without reducing decision-making to a
mechanical process divorced from the logic of its implications. If an
alternative norm is different, then it must be saying that some people
should sometimes have disproportionately more say and other people
should sometimes have disproportionately less say in decisions that
affect them. What moral justification can there be for regarding
different humans with such disparity?

But is there a plausible pragmatic argument against our norm? Of
course there is. Take a very young child. Do we think that this child
ought to have overwhelming influence on decisions that affect her
overwhelmingly? Or do we say that due to the child’s incapacity to
understand and make judgments, a parent must make decisions for
her? We all therefore easily recognize that one reason for abrogating
the norm that each actor should influence decisions in proportion to
how the outcomes of those decisions will likely affect him or her is that
someone may be incapable of doing this in his or her own interest and
in light of his or her own needs and with an effective understanding of
the dynamics involved. As to whether this paternalistic caveat has any
bearing on economic evaluations, we would like to wait for specific
cases in later chapters. The point here is that if we can describe
institutions that allow people to have input into decision-making in
proportion to how much they are affected while maintaining the quality
of economic functions, then we will have attained a desirable result in
everyone’s view.

Diversity

For reasons of vicarious benefit as when we enjoy other people doing
things we can’t do or don’t have time to do, and also as a hedge
against placing all our eggs in one wrong basket, everyone easily
agrees that diverse and varied outcomes are generally better than
homogenous ones. We don’t want to create a massive investment
project ruling out all other possibilities without exploring and even
being prepared to create parallel endeavors in case we were in error
about our priority preference or in case there are diverse preferences
not met by the preferred option. We don’t want to regiment life in any
respect, cultural or economic.

People vary, on the one hand, and thus benefit from varied options.
And on the other hand, without diversity there is a huge probability we
will make egregious mistakes, traveling down a single path that turns
out to be inferior to others that we failed to explore. Thus, assuming



equal attention to other values, surely one economy will excel above
another if in fulfilling its functions it also promotes and supports
greater rather than lesser diversity. Homogenization of tastes, jobs, life
conditions, material outcomes, and thought patterns is not a virtue.

Solidarity

We endorse solidarity. It is better if people get along with one another
than if they violate one another. In two economies that equally respect
and fulfill all other values we favor, would anyone deny that attaining
more solidarity is better than attaining less?

To care about one another’s well-being as fellow humans is surely
good. To view one another as objects to exploit or with other hostile
intentions is surely bad. No one who is at all progressive would
disagree. So clearly an economy that enhances solidarity by entwining
people’s interests is better than an economy that yields precisely the
same outputs and allocations, but creates hostility by pitting actors
against one another.

Efficiency

Of course, in addition to solidarity, diversity, equity, and participatory
self-management, there is one more evaluative norm we must keep in
mind. It will not do, for example, to have economic institutions that
promote all our economic values but do not get the economic job done.
It will not do, that is, to have an economy that does not meet
expressed needs, or that does so to a limited degree though delivering
fewer or less desirable outputs than would have been possible with
more efficient operations.

But that said, having these five values—solidarity, diversity, equity,
and participatory self-management, plus meeting-expressed needs
without waste—qgets us a long way toward being able to judge
economies. If an economy obstructs one or more of these values, to
that degree, we do not like it. On the other hand, if an economy
furthers these preferred values, that’s very good, though we must still
look further to see if there are any offsetting problems.

In other words, the values enunciated in this chapter take us not quite
all the way to a full resolution regarding evaluating economies. They
can help us pinpoint severe failings that should cause us to label



economies inadequate. But though these values mean to be
encompassing and critically important so that not furthering them is a
damning criticism, there are many other values—such as privacy,
personal freedom, artistic fulfillment, or even something specific like
the right to employ others for personal gain—which might (or might
not) also merit attention. And we can imagine that our favored values
could come into conflict with one or more of these other values in
certain contexts—for example, more solidarity might reduce privacy, or
more self-management might reduce quality of outputs—in which case
someone could argue that one of our values should be somewhat
sacrificed to attain conflicting desirable ends.

The only effective way to assess these complicating possibilities is with
more specificity. We must judge the merits of specific economic
institutions or whole economic types. Our judgments about economic
components and whole economies will reveal the particular valuations
that we favor, and readers can decide for themselves whether our
conclusions are worthy or not. To start, we will utilize as guiding values
solidarity, diversity, equity, self-management, and efficiently meeting
needs and developing capacities.

3

Judging Economies

All who are not lunatics are agreed about certain things. That it is better to be alive
than dead, better to be adequately fed than starved, better to be free than a slave.
Many people desire those things only for themselves and their friends; they are quite
content that their enemies should suffer. These people can be refuted by science:
Humankind has become so much one family that we cannot insure our own
prosperity except by insuring that of everyone else. If you wish to be happy yourself,
you must resign yourself to seeing others also happy.

— Bertrand Russell

[Capitalism] is not a success. It is not intelligent, it is not beautiful, it is not just, it is
not virtuous—and it doesn’t deliver the goods. In short, we dislike it, and we are
beginning to despise it. But when we wonder what to put in its place, we are
extremely perplexed.

— John Maynard Keynes

Four economic institutions are commonplace in currently favored
economic systems: private ownership of the means of production,
hierarchical corporate divisions of labor, central planning, and markets.



It makes sense to assess each in their own right. Having done so,
evaluating types of economies will be easy.

Private Ownership

Private ownership of the means of production exists when private
individuals own the buildings, equipment, tools, technologies, land,
and/or resources with which we produce goods and services. Private
ownership is relevant to how we evaluate an economy in three senses.
By virtue of owning particular items owners decide how they are used,
largely rule over their disposition, and accrue income from putting
those items to work and claiming all revenues above and beyond
costs.

The implications of employing private property for remuneration and
decision-making are therefore pretty straightforward. Private property
imposes what we earlier called norm one (rewarding property) as a
dominant component of income distribution. Like- wise, private
property affords owners disproportionate say over decisions that
involve the disposition of their property even if other people are
greatly affected. Thus, when a capitalist employing many people
decides to move a firm to a new locale, the impact can devastate the
employees fired or the town left behind, yet neither the discarded
employees nor the gutted town have significant say in the decision.
Likewise, in having dominant say over how a workplace is organized
and utilized the owner has vastly dis- proportionate influence over
decisions affecting how workers spend their days.

The implications of private ownership for solidarity are largely
derivative. By separating those who own means of production from
those who don’t, private property generates opposition. The owner
tries to extract maximum labor from the workforce as cheaply as
possible to generate as much saleable product at as little cost as
possible, thereby maximizing profits while also working to maintain the
conditions that allow owners to appropriate profits. The non-owner
(worker) tries to increase her wage as much as possible and to have as
desirable a work day as possible, while increasing her power to
demand more and better her economic life. The worker therefore
prefers to work less than the owner desires, under better conditions,
and with more pay. The opposed motivations of workers and owners
create conflict that obstruct solidarity.

Diversity is modestly affected by private ownership. By dividing people
into owners and workers, private ownership creates a great difference



between the two classes but also creates homogenizing pressure
inside those classes.

Corporate Divisions of Labor

Producing any particular product or service requires various tasks. A
hierarchical division of labor is one that apportions these various tasks
into separate jobs graded hierarchically relative to one another. Some
sets of tasks combine into jobs that have more quality of life and/or
empowerment effects. Other sets of tasks combine together into jobs
that have less of those same attributes. The jobs therefore form a
hierarchy with respect to quality of life effects and the power that jobs
accord to workers, as well as associated remuneration and status. This
hierarchy marks the difference between being an all-purpose gopher, a
custodian, an assembler, a foreman, a manager, an engineer, a vice
president, or a CEO.

In any workplace, we can examine the pleasure or pain a job entails,
the tensions it imposes, its sociality or isolation, its danger or sense of
accomplishment, the pay it warrants, and the implications it has for
empowering people vis-a-vis their own situations or the situations of
others. If we find that some jobs have many more of the preferred
features and some many fewer, then the workplace has what we call a
corporate division of labor. On the other hand, if we can’t line up an
economy’s jobs in a pyramid of their desirability or empowerment
implications, then the workplace doesn’t have a corporate division of
labor.

So how do we judge the corporate division of labor as a means to
getting economic functions accomplished? As with all institutions, we
must examine the implications of this choice for solidarity, diversity,
equity, and self-management.

We will start with the most obvious aspect: if you have a corporate
division of labor in which a few workers have excellent conditions and
empowering circumstances, many fall well below that, and most
workers have essentially no power at all, you will obviously not see all
actors influencing decisions in proportion to the degree they are
affected by them. For one thing, a corporate division of labor nearly
always entails that actors have differential voting say over outcomes.
Those at the top generally have more “votes” than those at the bottom
(in fact, those at the top most often have all the formal voting rights
with none for those at the bottom). But even if everyone has one vote
in every major decision regardless of their job, nonetheless, with a



corporate division of labor, each person’s specific circumstances will
empower her or him differently. This will in turn ensure that despite
everyone having equal formal say, for want of information, time, skills,
and disposition, those with less empowering work will be less able to
arrive at or manifest their views and those enjoying jobs that convey
more information, confidence, and decision-making skills will dominate
debate and choice. Formal democracy doesn’t guarantee real
democracy. The wills of empowered workers trump the wills of
disempowered workers because the empowered workers set agendas
and easily override uninformed preferences, and most likely
monopolize votes as well. The wills of disempowered workers are
unlikely even to be heard, much less implemented.

To see how this follows from dividing labor as indicated, imagine that
overnight it is decided to hold formally democratic votes on various
policies in a typical corporate workplace. The jobs in that workplace,
however, are to remain as we currently know them. The managers,
CEOs, engineers, custodians, shipping clerks, and assembly workers
are all going to vote on large policies that provide the overarching
norms for their daily activities—but in their daily activity they are going
to do just as they have done before, with the same autonomy or lack of
it, the same empowering work or lack of it, and so on. Despite the one-
person-one-vote majority rules approach to the biggest decisions, we
can predict that in the process of developing options to vote on and
then arguing on their behalf, only the views of the employees with
access to knowledge of the workplace and with relevant decision-
making skills will come to the fore. They will set agendas. They will
pontificate ponderously or compellingly, alone. Their desires will
overwhelmingly dominate proposals, discussion, debate, and choice.
The hierarchical distribution of empowering circumstances conferring
to only a few actors informed opinions and decision-making
information, skills, and confidence, will obstruct participation of all
actors in voting. Corporate divisions of labor will ensure that a few
would give orders and most obey, and these are not conditions
conducive to all participating equally. With corporate organization, that
is, formal democracy becomes not just a facade on top of unequal
conception and debate, but an annoyance that wastes time and
energy. If you are low in the hierarchy, why should you attend
meetings and vote when your attendance and vote have little to no
impact since real decisions are largely made before you ever arrive on
the scene? Why should those who do impact outcomes put up with the
participation of the uninformed and risk having to waste time trying to
convince them which options to pursue? Hierarchical work organization
empowers a few and gives those few every incentive to replace
formally democratic rules with their own explicit domination of every



facet of decision-making. Corporate divisions of labor do not advance
and in fact overwhelmingly obstruct self-management.

What implications do corporate divisions of labor have for solidarity?
The differential division of circumstances and power between you and
me is obviously not conducive to empathy between us. If we make
these differences systematic, with, say, 20 percent monopolizing the
best and most empowering conditions of work, and 80 percent largely
or exclusively doing what they are told— solidarity between those who
rule and those who are ruled dies a quick but painful death. Worse,
suppose, as is generally the case, that once there is a corporate
division of labor it is elaborated into a broad and pervasive class
division. Those above a certain cut-off in the empowerment hierarchy
are in one class, which largely defines and controls its own
circumstances and the circumstances of others below, and those who
are below that cut-off are in another class, which obeys orders and
gets what its members can eke out. The manners, lifestyles, dress,
habits, and even language of the two classes come into opposition. The
one class monopolizes infor- mation, training, knowledge, and the
associated status and perquisites of expression and performance, plus
all the income it can grab for itself via its inflated bargaining power.
The other class, excluded from training and saddled with deadening
activity, drags along behind with marginal bargaining power and
income, either bent in submission, or, if aroused to its plight, angry and
rebellious. The coordinator class looks down on workers as instruments
with which to get jobs done. It engages workers paternally, seeing
them as needing guidance and oversight and as lacking the finer
human qualities that justify both autonomous input and also the higher
incomes needed to support more expensive tastes. Workers in reply
look up at coordinators as well-educated and knowledgeable— which in
fact they generally are—but also as arrogant, elitist snobs lacking
human sentiment and solidarity. Workers may wrongly accept that the
empowerment and capacity differentials between themselves and
coordinators are due to innate differences, and may thus bemoan their
own sad—though seemingly inevitable—lot, while hating, but
succumbing to, the coordinators’ arrogance. Or they may realize that
the differentials in talents, knowledge, and confidence derive mostly
from widely different circumstances in home life and schooling and of
course in the division of labor that literally imposes hierarchical
outcomes regardless of people’s actual potentials and capacities. In
any event, as they may realize, such differences in no way justify
differentials in income and power. But in either case, or in any more
conflicted and ambivalent mix of perceptions, solidarity is impeded by
such a class division, and hostility and supervision grow in its place.



What about equity? If we have a hierarchy of empowerment, we can
confidently predict that those above will use their differential power to
skew income to their own material advantage. Why? Imagine that
some folks have better conditions and more control because of a
hierarchical division of labor. Will those folks then decide that they
deserve more income for being more trained, more informed, and for
having more responsibility, as well as to feed their more refined tastes
and desires? Or will they decide that the exhausted and less educated
workers enduring worse conditions deserve more income for their
greater sacrifice?

The reason hierarchical divisions of labor obstruct material equity is
that the only way for those who are higher to see that those who are
lower in the hierarchy deserve more pay would be to feel that those
lower are sacrificing greatly due to their worse conditions and lesser
empowerment. But if | am on top and actively agree that those below
are suffering, then to retain self-respect | will have to wonder if | am
unfair for being on top. The way for me to instead feel good about
being above others is to tell myself that | belong above them and that
they belong below. | arrive at the conclusion that those who are
disempowered are suited only to obey. They are comfortable and
properly utilized when they are being obedient. They would be fish out
of water and make a mess of economic outcomes if they were forced
to bear more responsibility. We who are on top are comfortable and
properly utilized in our higher station despite our having to shoulder
tremendous responsibilities. We belong here and society needs us
here, and both to be com- fortable and to be able to act on all this
responsibility as well as so we can better enjoy the finer things in life
that our refined tastes desire, we need extra income. The others won't
miss it, so let’s give it to ourselves, of course. That’s the logic that
translates predictably persisting differentials in power into parallel
differentials in income.

What about diversity? On the one hand, by forcing people into classes
and pressuring conformity within and confrontation between classes,
hierarchical divisions of labor reduce diversity within classes and
impose harmful differences between them, neither of which is a
positive attribute. But if we go further and look at jobs themselves, the
case is starker. If jobs are created by combining a set of tasks that are
internally similar to one another in their quality of life and
empowerment effects, we can reasonably predict that most jobs will be
less diverse in their attributes than if jobs are created by combining a
set of diverse (but compatible) tasks so that the overall quality of life
and empowerment impact of the package is average. It therefore
doesn’t take extensive analysis to figure out whether a hierarchical
division of labor will yield greater workday diversity than a non-



hierarchical one. For about 80 percent of the workforce, the difference
is between having a job that has only rote tasks and having a job with
some rote but some conceptual tasks, or between having a job that
has only tedious tasks and having one that has some tedious but also
some engaging tasks.

Can we summarize this brief survey? Are hierarchical production
relations consistent with the goals of a participatory, equitable,
economy? Clearly they are not, for reasons obvious to most workers
but nonetheless obscure to many economists. If someone’s work is
mechanical and mindless it will diminish her or his self-esteem,
confidence, and self-management skills. On the other hand, if
someone’s work is exciting and challenging, it will enhance her or his
ability to analyze and evaluate economic alternatives. Hierarchical
work leaves different imprints on personalities. For those at the top, it
yields an inquisitive, expansive outlook. For those at the bottom, it
leaves an aggrieved and self-deprecating outlook, or induces anger.
People’s confidence or self-doubts and their intelligence or ignorance
all derive, in part, from the kind of economic activities they daily
undertake. Under hierarchical arrangements, many capable citizens
enter industry only to exert little influence and do exclusively boring
work. Those few who advance to more fulfilling and commanding jobs
generally have freer workdays and greater “thinking” time than those
who remain at the bottom. Each promotion increases immediate power
and also the beneficiary’s skill and information advantages to bring to
future competitions. Not only will this lead to disparate opportunities
for participation, but corporate production relations will generate
remuneration as well. People who occupy favored positions in
production hierarchies will appropriate more pleasant work conditions
and greater consumption opportunities than those afforded their
subordinates. And this will be the case whether the hierarchy is based
on differential ownership or on differential access to information and
decision-making opportunities, or on both.

Central Planning

Central planning is a conceptually simple solution to the problem of
economic allocation. Within this system, a group of planners
accumulates massive information in various ways, massages it,
imposes some broad values on it, and emerges with a list of
instructions for producers and prices for consumers. They then send
this out to the rest of society to implement.



In short, the planning system gathers data and sets economic priorities
that planners then use to determine how best to achieve society’s
goals with society’s limited productive resources. The system consists
of a relatively small group of planners in a central planning apparatus
communicating with managers in enterprises. The planners decide
what to produce, where workers should work, what income levels
consumers will have, and by determining prices also what they can
consume. The information goes from planners to managers and on to
workers. This can all occur with less or more input allowed to the broad
public, and while central planning is a non-market system, highly
truncated markets can certainly be used to distribute goods to
consumers once they are produced, to gather data, or even to assign
particular workers to particular enterprises. But the broader decisions
of how much of each product to produce, how many workers of
different skills should work where, and how much they should be paid,
are all determined overwhelmingly by the central plan, even when
limited markets exist to assist lesser determinations.

Many advocates of centrally planned public-enterprise economies such
as the old Soviet Union viewed their goal as a classless economy and
saw central planning as an approach to allocation consistent with
eliminating classes. Everyone in such a system will be workers and
consumers, they argued. All workers and consumers will be on an
equal footing because none will own the means of production. The
nightmare of private appropriation of scarce social resources along
with the inequity, alienation, and inefficiency fostered by the
accumulation of profits by narrow elites is replaced, their prognosis
continues, by a rational use of productive resources to best achieve
society’s economic goals. In this view, central planners and managers
knowledgeably translate workers’ and consumers’ desires about
consumption and about work into the most efficient possible
assignment of productive assets. In reality, of course, this is not what
occurred in the Soviet Union, Eastern Europe, China, Cuba, or
anywhere else that the system has been deployed, nor is it what we
would predict from modeling the system’s institutions. Instead, in
history and in our predictions, classes emerge even in the least corrupt
and least authoritarian centrally planned economies. Moreover, this is
not due solely to non-democratic political influences nor to betrayals
by corrupt leaders, but is instead an intrinsic outcome of central
planning.

That is, instead of having a capitalist ruling class, in centrally planned
economies we see a coordinator class of planners and managers
inexorably becoming the ruling class. The idea that the coordinators
who monopolize positions of decision-making influence are simply
there to carry out the will of workers and consumers is a doublespeak



myth, of course. Instead it is workers who labor at the behest of the
coordinator class of planners, managers, and other empowered
economic actors. The coordinators consume more than ordinary
workers, work under more pleasant conditions, and make all the
important economic decisions—whether at the broad plan- ning level
or as managers in separate firms. Ordinary workers are alienated from
decision-making and have inferior work conditions and consumption
opportunities. This is not to say that all workers are equally exploited
or alienated in all centrally planned systems, or that all workers are
more exploited in any centrally planned economy, however
enlightened, than in any capitalist system, however barbaric. But even
at its best, central planning is plagued by class division, exploitation,
oppression, and alienation.

How well does central planning do its allocative job? Do its operations
result in undue waste, miscommunication, gluts, short- ages, and so
on? The answer is well known and a bit different than publicly
assumed. Central planning cannot be efficient unless central planners
know the quantities of available resources and equipment, know the
ratios in which production units can combine inputs to yield desired
outputs, are informed of the relative social worth of final goods, have
sufficient computing facilities to carry out quantitative manipulations,
and can impose incentives that will induce managers and workers to
carry out their assigned tasks.

But, if we generously grant these assumptions—which is no less
reasonable than granting the assumptions economists typically make
about markets—then we must agree that central planners could, in
fact, calculate an efficient production plan and then choose
intelligently from a variety of options to decide how to assign workers
to jobs and how to distribute goods to consumers. In such
circumstances, that is, central planners can successfully solve a giant,
economy-wide problem of how to maximize the social value of final
output by calculating how much of each product to produce via each
technique that can be used to make the product. The planners choose
from among all the production plans that satisfy the various
constraints operating in their economy the one plan that yields the
greatest value of final output as judged by the planners’ valuations of
the worth of products. The assumptions above guarantee that the
planners will calculate an optimal plan and will be able to get the
“optimal plan” they calculate carried out.

But even if central planning can theoretically function this smoothly
and effectively, will it facilitate each actor having appropriate
proportionate decision-making influence, or will it place excessive



power in a few hands and diminished power in everyone else’s? In all
versions of central planning:

1 The famous “down/up down/up” process is down-go- questions, up-
come-answers; down-go-orders, up-comes- obedience.

2 Qualitative information that is essential to evaluating human
outcomes is never generated, much less dis- seminated.

3 Elite conceptual workers—the central planners and plant managers
who we call coordinators—monopolize the technical information
required for decision-making.

4 The only management left to individual production units is to
“manage” to fulfill the central planners’ targets using inputs allotted
them by the central planners.

In other words, central planners gather information, calculate a plan,
and issue “marching orders” to production units. The relationship
between the central planning agency and the production units is
authoritative rather than democratic, and exclusive rather than
participatory. Moreover, since each unit is subordinate to the planning
board and any superior agent will always seek effective means for
holding subordinates accountable, methods of surveillance and
verification will be employed to minimize malfeasant lying and
shirking. To these ends, central planners appoint and then reward and
punish managers according to the performance of their units rather
than establishing procedures that give power to rambunctious workers
councils. Since it is senseless to punish managers for the behavior of
workers over whom they have no control, central planners grant
managers dictatorial powers over their workers. What begins as a
totalitarian relationship between the central planning agency and
production units ends up extending to managers a dictatorial say over
workers. Not only do workers have no say over what they produce and
what inputs they work with because central planners make allocative
decisions outside the workplace, workers have little say over how they
use inputs to meet their output quotas because plant managers make
these decisions unilaterally. Real world central planning therefore
prevents workers from deciding how to use their laboring capacities
because its logic requires pervasive hierarchy.

’

Even if we assume the planners have all the information they need;
that the social values of final goods are determined by a completely
democratic voting procedure among consumers; that the planners
forswear all opportunity to bias the social values guiding planning in
favor of their own interests; that the planners accurately calculate the



optimal plan; and that workers carry out the plan to the letter of their
instructions (a very long and utterly implausible list of “ifs”)—
nonetheless, even in this highly unreal, best-case scenario, central
planning would still fail to deliver self-management for three reasons:

1) Since the central planners monopolize all the quantitative
information generated in the planning process, workers and consumers
lack access to quantitative information about the relationship between
different primary resources and final goods in the economy. And since
very little qualitative information is generated in central planning
about the human aspects of different work and consumption
processes, workers and consumers lack information about the
situations of other workers and consumers. But this means workers
and consumers in centrally planned economies do not have the
information required to engage in intelligent and responsible self-
management. How can people sensibly decide what to produce and
consume without knowing how their choice will affect others—even if
they were allowed to do so?

2) Regarding valuation of outputs, central planning could let every
consumer “vote” say 10,000 points, indicating his or her relative
preferences for different final goods and services. But even this fair
and democratic consumer voting procedure would deny self-
management for workers. Once votes were tallied and used to
formulate the planers’ objective function, even the best central
planning would translate those preferences into specific work plans for
each and every production unit. But that means every
consumer/worker would have had the exact same decision-making
input (10,000 votes) as every other consumer/worker over every facet
of what to produce and how to produce it in every single workplace.
Even assuming this structure could ever be harnessed to yield
workable and sensible outcomes, which it could not, it would fail to
provide self-management for workers because it would not give
workers input into production decisions according to how much they
are affected by them. Your opinion about what to produce and how to
produce it should count more towards what goes on in your own
workplace than the opinion of someone who is less affected by what
happens in your workplace—just as their opinion should count more
than yours about their workplace. But the best that central planning
can conceivably do (a goal that it never remotely attains due to
devolution into class division) is to give everyone equal input in all
economic decisions via a democratic determination of the plan’s
objective function. Central planning is therefore ill-suited to providing
actors influence in accord with the differential impacts that different
decisions have on different workers and consumers.



3) Finally, as we have discussed at greater length in other contexts, in
any economy individuals rationally orient their preferences toward
opportunities that will be relatively plentiful and away from those that
will be relatively scarce. We know that orienting ourselves to want
what we cannot have or cannot afford yields little satisfaction, while
orienting ourselves to want what we can have and can afford can yield
more. Thus our preferences are not fixed and we influence them by our
actions and choices. If a bias arises in the expected future supply of
particular roles or goods so that some are under-priced and others are
overpriced, people will orient their development accordingly. If | can
get commodity X at a price below what it ought to sell at, and can get
commodity Y only at an inflated price above what it ought to sell at, |
am going to feel a real incentive to change my preferences fromY
toward X to benefit from this mispricing. On average, over a whole
population, tastes will drift as a result. In the case of central planning,
the bias against providing self-managed work opportunities keeps
people from developing (systematically) desires and capacities for self-
management, and instead promotes steadily greater apathy among
the workforce. That is, the apathy of its workers often noted by those
who studied the Soviet and Eastern European centrally planned
economies was not genetic, of course, but a logical result of the bias
against self-managed work opportunities in those societies, as well as
a result of political alienation. But this apathy would develop even in
the best case of central planning, much less in real world versions.
Why should a worker in a centrally planned economy develop a keen
interest in what she will produce or how she will produce it, or develop
a powerful desire to influence such decisions? It is better not to care.
(The parallel to the disinterest in participating in political democracy by
those without means to influence agendas is obvious.)

Now what about solidarity, equity, and diversity? We need not spend
excessive time on these. With a class division between workers and
coordinators (including central planners, local managers, and other
actors who share their relative monopoly on decision-making options
and access to information), solidarity is clearly less than it would be
with classlessness. With planners and managers in position to reward
themselves excessively and possessing a world view that sees
themselves as “conceptual” and “in charge” and that sees society’s
workers as “needing to be cared for,” we can predict with great
confidence a growing gap in income, perks, and conditions. So there is
no equity.

Diversity is subtler, and can increase or decrease in this model
depending on many variables, though, in practice (as all the jokes
about “communist robotic regimentation” convey), our expectation is
not positive. All in all, not surprisingly central planning is an allocation



system that obstructs the values we favor including equity of
circumstance and income, solidarity, self-management, and diversity.

Markets

“Markets” is a term denoting allocation via competitive buying and
selling at prices determined by the competitive offerings of the buyers
and sellers. A market is therefore not merely the food store or the mall,
but the entire entwined allocation system of buyers and sellers each
acting to further their own interests by selling dear and buying cheap.

Equity

Markets undeniably often permit buyers and sellers to interact
conveniently for mutual benefit. In fact, taking into account only their
own immediate circumstances, market exchanges nearly always
benefit both buyer and seller. But unfortunately, immediate
convenience and relative short-run benefit for both buyer and seller do
not imply immediate equity or efficiency, much less a positive social
interaction over extended periods. In these wider dimensions market
exchange aggravates inequities, generates grossly under- estimated
inefficiencies, and disastrously distorts human relations. To judge
markets regarding equity we need some shared framework of beliefs
about how markets affect people’s attributes and people’s attributes in
turn affect the operations of markets. We propose the following:

Proposition 1: People have different abilities to benefit others and
different abilities to secure a favorable share of the benefits from
exchange. We are not all alike in these (or any) respects.

Proposition 2: Very few, if any, of the many abilities people may
have to benefit others or to secure benefits for themselves bestow a
rightful moral claim to benefit more or exercise more decision-making
authority than those of lesser ability.

Proposition 3: Market exchanges permit those with greater abilities
to benefit more and exercise greater economic power than do those
with lesser abilities. These inequities occur even with fully informed
exchanges in perfectly competitive markets, much less in markets as
we know them in real economies with advertising, unequal bar- gaining
power, etc.



If these propositions are true, then clearly markets cannot provide a
morally justified allocation of income and will therefore fail to uphold
the values we arrived at in the last chapter. But are the propositions
true—and moreover, are they true not merely in existing historical
circumstances for existing and arguably contingent market
arrangements, but true intrinsically and unavoidably for all market
economies due to the very nature of market exchange?

The first part of p one is that people have different abilities to benefit
others. This is self-evident. Mozart obviously had greater ability to
please music lovers than his “rival” Salieri. Michael Jordan had greater
ability to please basketball fans than other NBA players. A skilled brain
surgeon has greater ability to benefit her patients than a garbage
collector to benefit his “clients” (except when New York City is in day
twenty of a sanitation workers’ strike). In short, people are born with
unequal “talents” for benefiting others, and differences in education
and training or even just location can instill in people different abilities
to benefit others even even when they do not have significant genetic
differences.

We should note, however, that as evident as proposition one is, there
are nonetheless people who reject it, at least emotionally. They
presumably feel that once one admits such differences one is on an
inexorable slide toward justifying economic inequality. Their opposition
to economic inequality is so great it causes them to deny that genetic
and training differences exist in a prophylactic move to prevent what
they deem inevitably correlated inequality before the fact. They think
that to assert that people have differential talents and abilities is
“elitist.”

However, two problems with this attitude arise: (1) To deny the
existence of different abilities is obviously out of touch with reality.
Imagine a society that refused to give glasses to people with poor
eyesight or gave lower incomes to people with poor eyesight. Some
might respond to this obvious injustice by denying that people’s
genetically determined attributes were different. But this would be
silly. Wishing it so doesn’t make it so, and anyway, there’s no reason
why social or economic inequality is a necessary consequence of
inequality in people’s eyesight. What needs to be challenged is not the
fact that people differ in their eyesight, but the social practice that
rewards people differently based on their eyesight.

But (2), imagine that there were no differences in talents, abilities,
etc.—what a boring world it would be if each and every person had the
same talents, no one was exceptional in any respect, and each was
able to develop capabilities only just like those that everyone else had



already developed. Sometimes aspirations for equality lead justice-
advocates down strange intellectual paths. In any event, other than for
well-motivated people who worry about its implications and who will in
any event be freed from these feelings by the rest of our arguments,
the first part of proposition one is not controversial, so we move on.

The second part of proposition one is that when operating in the
context of markets, people will have different abilities to secure a
favorable share of the benefits of exchanges. This is equally self-
evident, but less often noted.

Different abilities to secure a greater share of benefits from
competitive exchange can result, for example, from differences in
people’s abilities to withstand failure to reach an agreement. A single
mother with a sick child and no other means of securing health
insurance is at a disadvantage negotiating with a large corporate
employer compared to someone with many options who can hold out
for better terms, even if the two have identical skills. A peasant with no
savings is at a disadvantage negotiating a loan for seed and food with
a rural moneylender compared to a corporation able to withstand
delays.

Different abilities to benefit from competitive exchange can also result
from more accurate predictions about uncertain con- sequences or
from differential knowledge of the terms of exchange (which in turn
could stem from genetic differences in this particular “talent” or
differences in training or, more often, from different access to relevant
information).

Or differences could stem from personality traits that make some more
willing or able to drive a hard bargain than others, or to abide the pains
risked or, more often, the pains imposed on others. The truism that in
our society nice guys finish last attests to this last point. If you cannot
abide hurting others or at least ignoring the hurt endured by others, in
a competitive context you are at a severe disadvantage when it comes
to your own self-advancement. Differences in social values could (and
do) prevent some people from seeking maximum advantage at the
expense of others, even as they encourage others to do so. Different
opportunities and/or willing- ness to disobey the golden rule to do unto
others as you would have them do unto you and to instead obey the
rule of the marketplace, to do others in before they do you in, make for
different abilities to garner benefits in the context of competition.

And unfortunately, competition—the famous harmonizer of the private
and public interest—by systematically weeding out the less devious
and aggressive actors, enforces lowest common denominator



consciousness regarding willingness to invert the golden rule. So, in
the ways listed above and others that could be enunciated as well, the
second half of proposition one also proves true. And once it is clearly
stated, about this there is virtually no dissent. After all, a large part of
contemporary economic activity involves precisely trying to get ahead
by utilizing such differences.

As compared to proposition one, the issue addressed in proposition two
is more philosophical and complex, but luckily already navigated in the
last chapter. What reasons for differential compensation are morally
compelling and what reasons carry no moral weight? Our earlier
discussion of values established that only acts under our control and
not owing to luck and circumstance provide moral justification for
income differentials, which makes proposition two true, with associated
controversies having been dealt with in the last chapter.

You do this and | do that so that the total of what we both do is greater
than if, instead, we reversed it and | did that and you did this. Who
gets the gain? Proposition three points out that those with greater
abilities to capture the benefits of market exchange will obviously
capture a greater share of the efficiency gains from a division of labor
in @ market economy. And any student of the laws of supply and
demand knows that the greater the benefit a commodity affords a
buyer, the higher the price a seller will receive, other things being
equal. So those with greater ability to benefit others will also benefit to
a greater extent than those less able to benefit others.

Two actors or agents meet in a market exchange. This occurs over and
over, with partners changing, rotating, and otherwise varying in an
unpredictable pattern. Those who can benefit others better can
demand more in return; those who can accrue more of the benefits
that exchanges make available can accrue more in return. Since both
these differentials among those playing the roles of buyer and seller
exist, differential outcomes arise. Since having greater wealth confers
further advantage, the differentials steadily enlarge. In time, therefore,
there emerge people who make substantially more and people who
make substantially less. More formally put, taken together propositions
one, two, and three spell out the case that market economies will
subvert equity whether combined with private or public enterprise:

1 People have different abilities to benefit others and to capture the
efficiency gains from market exchanges.

2 As established last chapter, neither greater innate nor learned
ability either to benefit others or to capture benefit for oneself earns
the more able any moral right to a greater share of the benefits of



economic cooperation. Only greater effort or sacrifice merits greater
reward. But in fact ...

3 Markets will permit those with greater abilities of either kind to
reap greater economic rewards than those of lesser abilities will
receive, even when those with greater abilities exert less effort and
sacrifice. (And any effort to offset this with tax policies will subvert the
proclaimed efficiency of markets.)

More simply put, in @ market economy the big strong cane cutter gets
more income than the small weak one regardless of how long and how
hard they work. The doctor working in a plush setting with comfortable
and fulfilling circumstances earns more than the assembly worker
working in a horrible din, risking life and limb, and enduring boredom
and denigration, regardless of how long and how hard each works. To
earn more due to generating more valuable output despite
contributing less effort and enduring less sacrifice goes against the
values that we settled on last chapter but is a defining feature of
market remuneration. Is this there is for our critique, or are there
additional equity problems?

First, it is instructive to note that even if rewarding according to the
social value of contribution were regarded as fair, which our values
deny, market valuations of workers’ contributions system- atically
diverge from an accurate measure of their true social contribution for
two reasons:

1 In market systems we vote with our wallets. The market weighs
people’s desires in accord with the income they muster behind their
preferences. Therefore the value of contributions in the marketplace is
determined not only by people’s relative needs and desires but by the
distribution of income enabling actors to manifest those needs and
desires. Thus, as measured in the marketplace the contribution of a
plastic surgeon reconstructing noses in Hollywood will be greater than
the value of the contribution of a family practitioner saving lives in a
poor, rural county in Oklahoma —even though the family practitioner’s
work is of much greater social benefit by any reasonable measure. The
starlets have more money to express their desires for better looks than
the farmers have to keep alive. If you pay more, it will cause what you
pay for to be “valued” more highly. An inequitable distribution of
income therefore will cause market valuations of producers’ outputs to
diverge from accurate measures of those outputs’ implications for
social well-being. Plastic surgery trumps saving malnourished children
not because reversing malnourishment is less valuable then cosmetic
surgery, but because Hollywood stars have more cash to express their
preferences than do those who suffer starvation. It follows, then, that



even those who urge remunerating according to output shouldn’t be
market advocates, because markets don’t measure the value of
outputs in tune with the outputs’ true social benefits.

2 Moreover, markets only incorporate in their valuations the wills of
immediate buyers and sellers. The preferences of the auto consumer
and the auto dealer are well accounted for (assuming we ignore
income differentials distorting the weights they are accorded) when
the former buys a car from the latter, but others in society who are
neither buying nor selling the car but who breathe the auto pollution
the car generates, have no say at all in the transaction. The price of a
car negotiated by buyer and seller doesn’t reflect the impact of the
car’s pollution on the broader populace since the broader populace
isn’t involved in the direct transaction and their views on the matter
are never “polled.” Sometimes such broader impact is positive—a
person becomes enlightened by buying a book and in turn benefits
others. The positive benefits to others did not affect the initial
purchase price. Sometimes broader impacts are negative: a person
drinks excessively and eventually spouses and friends and the broader
society suffer lost productivity, increased costs of health care, and the
horrors of abuse and drunken driving. The negative by-products did not
impact the initial purchase. The point of this is that the market over-
values some goods by not accounting for their negative “external”
effects beyond direct buyers and sellers, and undervalues others by
not accounting for their positive “external” effects beyond direct
buyers and sellers. This mis-valuation of transactions that have
implications beyond immediate buyers and sellers implies in turn that
those who produce goods or services with negative unaccounted
effects will have the value of their contributions over-valued in market
economies, while others who produce goods or services with positive
unaccounted effects will have the value of their contributions
undervalued. So again, even those who believe in remuneration
according to output (rather than according to effort and sacrifice, as
we favor) ought to disavow markets, since even the freest markets
don’t properly measure social costs and benefits. They remunerate
according to contribution, but they mis- measure contribution in
systematic and socially harmful ways.

Using markets to reward contribution to output is more or less as if we
believed that people ought to be paid for how much they weigh, and
we then adopted an elaborate system to find this out, but the system
that we chose for the task involved a scale with additional bags of sand
added to one side or the other, thus increasing the weight of some and
not others. Obviously the whole weight norm in the first place is
immoral, as we believe remunerating for output is. But, in addition, if
one does advocate the weight norm, it would make no sense for



anyone to also advocate a set of institutions that in fact systematically
misrepresent it—unless, of course, there were other things about that
system one greatly liked and the rhetoric about the weight norm was
mere window dressing that one didn’t take seriously.

To return to our own standards, it is very important to note that the
problem of some people receiving higher wages and salaries than
others who make greater personal sacrifices cannot be corrected in
market economies without creating a great deal of inefficiency. The
issue is both intrinsic to markets and also intractable under their sway.
Even at their very best, in market transactions, labor is paid what is
called its “marginal revenue product”—the valuation of its contribution
to output—which, as we have seen, can differ significantly from a true
valuation of output, much less from effort expended. But suppose we
realize the injustice of this basis for remuneration and decide to correct
it by keeping markets otherwise unchanged while legislatively
substituting “effort wages” (i.e. just wages) for “marginal revenue
product (unjust) wages.” Can’t that ameliorate this particular problem?
We keep markets, generally, but we correct market wages. What is
there to dislike? To a degree this would ameliorate one problem, yes,
but it would also lead to inefficient uses of scarce labor resources,
thereby offsetting any gains made.

The point is this: while our morals lead us to want to remunerate labor
according to effort and sacrifice and not the true value of labor’s
output, on the other side of the allocative coin, we want to use the true
value of output in deciding how much labor should be apportioned to
different tasks. For example, you do not want to value something more
and thus put more resources into it merely because it takes more
effort to produce. Instead, you only want to produce more of
something if the product’s worth to people actually warrants it. So
suppose we pay labor according to effort and sacrifice in an otherwise
market driven economy. As a result the markets will operate as though
the value of the product of work is measured in large part by the effort
and sacrifice that was expended in its production, but this in turn
reduces attention to the impact of the product on recipients. In other
words, while we do not want to pay the surgeon according to the value
of the surgery to society for moral reasons having to do with what we
believe people should earn, we also do not want to say that the value
of the surgery should be determined solely by effort and sacrifice
involved in it. Instead, the value of the surgery depends largely on the
benefits it bestows. A good allocation system has to remunerate in
accordance with our preferred values of effort and sacrifice, of course,
but it also has to allocate in light of full true social costs and benefits.
Since in a market system labor costs form a substantial portion of total
production costs of most goods and services, if wages are forcibly



made just, with markets this would distort the valuation of the
products of that labor, in turn causing the entire cost structure and
price system of the economy to deviate substantially from reflecting
true costs and benefits.

The adapted system would then have products valued according to
what was being paid to labor for its effort and sacrifice but not
according to the amount that the products are desired by their
consumers. To use the terminology of economists: in a market system
with effort-governed wages, goods made directly or indirectly by labor
whose effort wages were higher than their marginal revenue product
would sell at prices higher than their real costs, while goods made
directly or indirectly by labor whose effort wages were lower than their
marginal revenue product would sell at prices lower than their real
costs. Since prices in a market economy help to determine not only
what laborers get paid but also how much of what items are produced,
any attempt to make wages more equitable while retaining market
exchange must cause a systematic misuse of scarce productive
resources.

More of some items and less of others will be produced than proper
valuations of their social benefits and costs would dictate. In other
words, if left to their own devices, market economies distribute the
burdens and benefits of social labor unfairly because workers are
rewarded according to the market value of their contributions rather
than according to their effort or personal sacrifice. But if we correct
this problem by enforcing wages that are better correlated to actual
effort and sacrifice, then the adapted market economy will misvalue
products and misallocate productive resources even more than
otherwise.

In addition, why would the economically advantaged in any market
economy not translate their advantages in resources and leisure into
disproportionate political power with which to defend market wage
rates against critics? Why would they not use their disproportionate
political power to obstruct attempts to correct wage and salary
inequities? Of course, the answer is the advantaged would take both
these paths, and very effectively, as we have seen throughout history.

Moreover, people naturally tend to rationalize their behavior so as to
function effectively and respect themselves in the process. The logic of
the labor market is: he or she who contributes more gets more. When
people participate in the labor market, in order to get ahead they must
defend their right to a wage on the basis of their output. The logic of
redistributing income to attain more equitable wages, however, runs
counter to rewarding output. So participation in markets (with or



without private ownership) not only does not lead people to see the
moral logic of redistribution, it inclines them to favor the argument that
everyone gets what they contributed, so redistribution is unfair.
Participation in markets empowers those who oppose redistributive
schemes and intellectually and psychologically impedes those who
would benefit from them.

In conclusion, while of course the degree of inequity is far greater in
private enterprise economies wherein people can accumulate
ownership of means of production and a flow of profits from that
property, income inequalities due to unequal human talents and
abilities, though smaller, are inequitable for the same reason. When
payment is based on the value of contribution to output, unavoidable
unequal distribution of human or non-human talents, abilities, and
tools will lead to morally unjustifiable differences in economic benefits.
Moreover, whereas it is theoretically possible to equalize ownership of
non-human assets (like training or tools) through their redistribution, it
is not possible to do so in the case of unequal human assets (innate
talents, size, etc.). The only conceivable way to eliminate “doctor
versus garbage collector” inequities of the sort discussed last chapter
is to base benefits on something other than contribution to output and
this is not possible in any kind of market economy.

Solidarity

Disgust with the commercialization of human relationships is as old as
commerce itself. The spread of markets in eighteenth century England
led the Irish-born British political philosopher Edmund Burke to reflect:

The age of chivalry is gone. The age of sophists, economists, and calculators is upon
us; and the glory of Europe is extinguished forever.

Likewise, the British historian Thomas Carlyle warned in 1847:

Never on this Earth, was the relation of man to man long carried on by cash-payment
alone. If, at any time, a philosophy of laissez-faire, competition and supply-and-
demand start up as the exponent of human relations, expect that it will end soon.

And of course through all his critiques of capitalism, Karl Marx
complained that markets gradually turn everything into a commodity
corroding social values and undermining community:

[With the spread of markets] there came a time when everything that people had
considered as inalienable became an object of exchange, of traffic, and could be
alienated. This is the time when the very things which till then had been



communicated, but never exchanged, given, but never sold, acquired, but never
bought—virtue, love, conviction, knowledge, conscience, etc.— when everything, in
short passed into commerce. It is the time of general corruption, of universal venality
[....] It has left remaining no other nexus between man and man other than naked
self-interest and callous cash payment.

Like all social institutions, markets provide incentives that promote
some kinds of behavior and discourage others. Markets minimize the
transaction costs of some forms of economic interaction, especially
those that are personal and involve private agents, thereby facilitating
them, but markets do nothing to reduce the transaction costs and
thereby facilitate other forms of interaction, especially those that are
public and involve collective implications.

Even beyond simple inefficiencies, if the forms of interaction that are
encouraged are mean-spirited and hostile and the forms of interaction
that are discouraged are respectful and empathetic, the negative
effects on human relations will be profound.

In effect, advocates of markets say to us: “You cannot cooperatively
and self-consciously coordinate your economic activities sensibly, so
don’t even try. You cannot orchestrate a group of inter-related tasks
efficiently in light of people’s shared human needs, so don’t even try.
You cannot come to equitable agreements among yourselves, so don’t
even try. Just thank your lucky stars that even such a socially
challenged species as yourselves can still benefit from a division of
labor thanks to the miracle of the market system wherein you can
function as greedy, non-cooperating, competitive, isolated atoms, but
still get social results. Markets are a no-confidence vote on the social
capacities of the human species.”

But if that daily message were not sufficient discouragement, markets
mobilize our creative capacities and energies largely by arranging for
other people to threaten our livelihoods and by bribing us with the lure
of luxury beyond what others can have and beyond what we know we
deserve. They feed the worst forms of individualism and egoism. And
to top off their anti-social agenda, markets munificently reward those
who are the most cut-throat and adept at taking advantage of their
fellow citizens, and penalize those who insist on pursuing the golden
rule. Of course, we are told we can personally benefit in a market
system by providing service to others. But we also know that we can
generally benefit a lot more easily by tricking others. Mutual concern,
empathy, and solidarity have little or no usefulness in market
economies, so they atrophy.

Why do markets impede solidarity? For workers to compre- hensively
evaluate their work they would have to know the human and social as



well as the material factors that go into the inputs they use plus the
human and social consequences their outputs make possible. But the
only information markets provide, with or without private property, are
the prices of the commodities people exchange. Even if these prices
accurately reflected all the human and social factors lurking behind
economic transactions, which they most certainly don’t, producers and
consumers would still not be able to adjust their activities in light of a
self-conscious understanding of their relations with other producers or
consumers because they would lack the qualitative data to do so, and
they would still have to compete. It follows that markets do not provide
the qualitative data necessary for producers to judge how their
activities affect consumers, or vice versa. The absence of information
about the concrete effects of my activities on others leaves me little
choice but to consult my own situation exclusively. The fact that marks
pit buyers against sellers—the one trying to buy cheap and the other to
sell dear—means the absence of information causes no aggravation.
Rather, all economic actors are forced to be anti-social and lack the
means to do otherwise, in any event.

That is, the lack of concrete qualitative information and the obscuring
of social ties and connections in market economies make cooperation
difficult, while competitive pressures make cooperation irrational.
Neither buyers nor sellers can afford to respect the situation of the
other. Not only is relevant information unavailable, solidarity is self-
defeating. Polluters must try to hide their transgressions, since paying
a pollution tax or modernizing their equipment would lower their
profits. Even if one producer in an industry does not behave
egocentrically, others will. If altruists persist in socially responsible
behavior they will ultimately be driven out of business for their trouble,
with egoists rising to prominent positions. Market competition
squashes solidarity regardless of encompassing ownership relations.

But rather than further pursue our rejection of markets on grounds of
their implications for human relations, it may be more compelling to

hear the US-based economist Sam Bowles, a left advocate of market
allocation, eloquently explain this failure of markets:

Markets not only allocate resources and distribute income; they also shape our
culture, foster or thwart desirable forms of human development, and support a well-
defined structure of power. Markets are as much political and cultural institutions as
they are economic. For this reason, the standard efficiency analysis is insufficient to
tell us when and where markets should allocate goods and services and where other
institutions should be used. Even if market allocations did yield [economically
efficient] results, and even if the resulting income distribution was thought to be fair
(two very big “ifs”), the market would still fail if it supported an undemocratic
structure of power or if it rewarded greed, opportunism, political passivity, and
indifference toward others. The central idea here is that our evaluation of markets—



and with it the concept of market failure-must be expanded to include the effects of
markets on both the structure of power and the process of human development ....

As anthropologists have long stressed, how we regulate our exchanges and
coordinate our disparate economic activities influences what kind of people we
become. Markets may be considered to be social settings that foster specific types of
personal development and penalize others. The beauty of the market, some would
say, is precisely this: It works well even if people are indifferent toward one another.
And it does not require complex communication or even trust among its participants.
But that is also the problem. The economy—its markets, workplaces and other sites—
is a gigantic school. Its rewards encourage the development of particular skills and
attitudes while other potentials lay fallow or atrophy. We learn to function in these
environments, and in so doing become someone we might not have become in a
different setting. By economizing on valuable traits—feelings of solidarity with others,
the ability to empathize, the capacity for complex communication and collective
decision-making, for example—markets are said to cope with the scarcity of these
worthy traits. But in the long run markets contribute to their erosion and even
disappearance. What looks like a hardheaded adaptation to the infirmity of human
nature may in fact be part of the problem.

In short, markets pit buyers against sellers creating an environment
that is almost precisely the opposite of what any reasonable person
would associate with solidarity. In each market transaction one party
gains more only if the other party gains less. What ought to be the
case—economic actors sharing in benefits and costs and moving
forward or back in unison with the interest of each actor furthering the
enhancement of other actors—is turned topsy-turvy, to the point where
each actor’s interest is opposed to that of all others. As Bowles
explains, even against our better natures, this literally instructs us,
molds us, and cajoles us into being unsympathetic egoists of the worst
sort.

Self-Management

Confusing the cause of free markets with that of democracy is typical
of modern commentary, but astounding given the overwhelming
evidence that market systems have disenfranchised larger and larger
segments of the world’s body politic. First, markets undermine rather
than promote the kinds of human traits critical to the democratic
process. As Bowles, who is, remember, an advocate of markets,
explains:

If democratic governance is a value, it seems reasonable to favor institutions that
foster the development of people likely to support democratic institutions and able to
function effectively in a democratic environment. Among the traits most students of
the subject consider essential are the ability to process and communicate complex
information, to make collective decisions, and the capacity to feel empathy and
solidarity with others. As we have seen, markets may provide a hostile environment



for the cultivation of these traits. Feelings of solidarity are more likely to flourish
where economic relationships are ongoing and personal, rather than fleeting and
anonymous; and where a concern for the needs of others is an integral part of the
institutions governing economic life. The complex decision-making and information
processing skills required of the modern democratic citizen are not likely to be
fostered in either markets or in workplaces that run from the top down.

Second, markets empower those with greater ability to extract rewards
at the expense of those “less able” to do so. By concentrating
economic and therefore political power in the hands of a few, markets
work to the comparative advantage of the more “able,” and therefore,
of those who are likely to be more powerful in the first place. If the
more powerful party succeeds in appropriating more than 50 percent
of the benefits of an exchange, as will generally occur, the exchange
further disempowers the less powerful party and further empowers the
more powerful party. In the next round of exchange, the deck is
stacked a little more, and so on, ultimately leading to wide disparities.

Those who deceive themselves (and others) that markets nurture
democracy ignore the simple truth that markets tend to aggravate
disparities in economic power. Advocates focus on the fact that the
spread of markets can undermine traditional elites. This is certainly
true, but it does not prove that power will be more evenly spread and
democracy enhanced. If new and more powerful obstacles replace old
obstacles to economic democracy and participation, we are not moving
forward, or at most are barely doing so. If the boards of directors of
multinational corporations and banks, the free market policemen at the
World Bank and the IMF, and the adjudication commissions for
international treaties like NAFTA and MAI are more effectively insulated
from popular pressure than their predecessors were, the cause of
democracy is obviously not served, even though some old obstacles
have been pushed aside.

But there is more to be said. Markets have class implications just as
central planning does. Consider a workplace in a market economy:
even without private ownership and profit-seeking for owners, the firm
must compete for market share and reduce costs and raise revenues in
pursuit of surpluses to invest. If it fails in the competition for surpluses
relative to other firms in its industry, it will lack funds to invest and will
steadily decline in assets and eventually go out of business. Therefore
survival in a market system, even in the absence of private ownership,
requires pursuit of surplus. A key component of pursuing profit or
surplus is reducing labor costs and extracting more work from those
employed. But this is not uncontested. Workers, of course, all other
things being equal, prefer the opposite goal: higher wages and better
conditions.



So imagine a workplace in a market economy. Typically, there is a
broad corporate division of labor between conceptual workers making
decisions and overseeing and disciplining the workforce, and rote
workers carrying out orders given to them by their superiors. Given the
remuneration scheme of markets, the employees with empowering
work and decision-making prerog- atives will earn more and enjoy
better conditions than those who merely carry out orders. More,
because of this disparity, the empowered group will be in position to
largely implement its own schemes and defend its position to do so,
also seeing themselves as worthy to do so. These people do not opt to
reduce their own incomes or worsen their own work conditions (though
in an economy with capitalists, the capitalists may try to do this to
them) in order to reduce workplace costs. Instead, they force the rote
workers to accept lower wages and worse conditions.

Now imagine that this same workplace has removed such divisions of
labor. By whatever means, all workers earn according to effort and
sacrifice and enjoy equally empowering and fulfilling work conditions.
By the rules of the workplace they may share equally in sensible,
informed decision-making. However, their workplace exists in a
market, and as a result they must compete with other firms or go
bankrupt.

In this context, assuming that they reject bankruptcy, they have two
broad choices: they can opt to reduce their own wages, worsen their
own work conditions, and speed up their own levels of work, which is a
very alienating approach that they are not very emotionally or
psychologically equipped to undertake. Or, they can hire managers to
carry out these cost-cutting and output enlarging policies while
insulating the managers from feeling the policies’ adverse effects by
giving the managers better conditions, higher wages, etc. In practice,
very predictably, the latter is what occurs. Even ignoring their
remunerative implications, markets therefore have a built-in pressure
to organize a work force into two groups: a large majority that obeys
and a small minority that makes decisions, with the latter enjoying
greater income, power, and protection from the adverse effects of the
cost-cutting decisions they will impose on others.

In other words, the information, incentive, and role characteristics of
market systems subvert the rationale for workers to take initiative in
workplace decisions even if they have the legal right to do so. For
example, worker’s councils in the old Yugoslavia had the right to meet
and make decisions over all aspects of their economic activities, but
why should they? Market competition created an environment in which
decision-makers had no choice but to maximize the bottom line. Any
human effects that did not bear on costs and revenues had to be



ignored or else risk competitive failure. Workers’ councils motivated by
qualitative human considerations would ultimately fail, thus putting out
of work the very people the councils were intended to empower. Since
competitive pressures have adverse effects on workplace satisfaction,
it is perfectly sensible for workers’ councils in market environments to
hire others to make the decisions for them. The pattern is simple: first,
worker attention to and desire for self-management erodes. Next,
workers hire managers who in turn hire engineers and administrators
to transform job roles according to the dictates of market competition.
Even in the absence of private ownership, a process that begins with
workers choosing to delegate technical and alienating decisions to
experts who are insulated from the negative effects of those decisions,
ends up by increasing the fragmentation of work, bloating managerial
prerogatives, and substituting manager’s goals—or, perhaps more
accurately, market goals—for those of workers. It is not long before a
burgeoning managerial class of “coordinators” begins to increase the
proportion of the surplus earmarked for themselves and to search for
ways to preserve their own power.

Even beyond generating income inequalities, which would be more
than bad enough, by creating a class division and elevating the
conceptual workers whom we call coordinators to positions dominating
workers who do the more rote and obedient tasks, markets empower
some folks disproportionately at the expense of others, and create
conditions that permit these coordinators to parlay their power into
grabbing still more income for themselves. Obviously all this creates
opposed interests and destroys solidarity.

Efficiency

Increasing the value of goods and services produced and decreasing
the unpleasantness of what we have to do to get them are two ways
producers can increase profits in a market economy. Competitive
pressures drive producers to do both, a situation which is sometimes
desirable, as, for example, when it leads to innovations in methods of
production. But generally undesirable is the maneuvering to
appropriate a greater share of the goods and services produced by
externalizing costs such as pollution, and competitive market
pressures drive producers to pursue this route to greater profitability
just as assiduously as any other. The problem is that, while the first
kind of behavior often serves the social interest as well as the private
interests of producers, the second kind of behavior does not. When
buyers or sellers promote their private interests by avoiding
responsibility for costs of their actions and pushing them onto those



who are not party to the market exchange, as with generating pollution
and not cleaning it up, their behavior introduces a misallocation of
productive resources and a consequent decrease in the overall value of
goods and services produced.

The positive side of market incentives has received great attention and
admiration, starting with Adam Smith who used the term “invisible
hand” to characterize it. He meant, of course, that competitive
pressures to profit induce many efficiency increasing choices, such as
employing more productive technologies and guiding actors to seek
more productive and less expensive options. The darker side of market
incentives has been neglected and underestimated. Two modern
exceptions are Ralph d’Arge and E.K. Hunt, who coined the less famous
but equally appropriate concept, “invisible foot” to describe the
socially counter-productive behavior of foisting costs onto others that
markets also promote.

Market advocates seldom ask: Where are firms most likely to find the
easiest opportunities to expand their profits? How easy is it to increase
the size or quality of the economic pie and thereby accrue more? How
easy is it to reduce the time or discomfort that it takes to bake the pie,
thereby accruing more? Alternatively, how easy is it to enlarge one’s
slice of the pie by externalizing a cost or by appropriating a benefit
without payment, even if the overall size or quality of the pie declines
as a result? Why should we assume that it is infinitely easier to expand
one’s own profits through socially productive behavior that increases
the size of the pie than through socially unproductive or even counter-
productive behavior that actually reduces the size of the pie? Yet this
implicit assumption lies behind the view that markets are efficiency
machines.

Market advocates fail to notice that the same feature of market
exchanges primarily responsible for making business easy to
undertake—the exclusion of all affected parties but two from a
transaction—is also a major source of potential gain for the buyer and
seller. When the buyer and seller of an automobile strike their mutually
convenient deal, the size of the benefit they have to divide between
them is greatly enlarged by externalizing the costs onto others of the
acid rain produced by car production, as well as the costs of urban
smog, hoise pollution, traffic congestion, and greenhouse gas
emissions caused by car consumption. Those who pay these costs and
thereby enlarge car-maker profits and car-consumer benefits are easy
marks for car sellers and buyers because they are geographically and
chronologically dispersed and because the magnitude of the effect of
each specific transaction on each of them is small and varies widely
from person to person. Individually the mass of folks who are



separately affected each have little incentive to insist on being party to
the transaction. Collectively they face formidable obstacles to forming
a voluntary coalition to effectively represent a large number of people,
each of whom have little and different amounts at stake. Nor is the
problem solved by awarding victims of external effects a property right
not to be victimized without their consent. Moreover, making markets
perfectly competitive or making the cost of entering a market zero
(even if either were realistically possible) would not eliminate the
opportunity for this kind of rent-seeking behavior.

That is, even if there were countless perfectly informed sellers and
buyers in every market, even if the appearance of the slightest
differences in average profit rates in different industries induced
instantaneous self-correcting entries and exits of firms, and even if
every economic participant were equally powerful and therefore
equally powerless—that is, even if we fully embraced the utterly unreal
fantasies of market enthusiasts—as long as there were numerous
external parties with small but unequal interests in market
transactions, those external parties would face much greater obstacles
to a full and effective representation of their collective interest than
the obstacles faced by the buyer and seller in the exchange. And it is
this unavoidable inequality in their ability to represent their own
interests that makes external parties easy prey to rent-seeking
behavior on the part of buyers and sellers.

Moreover, even if we could organize a market economy wherein every
participant were as powerful as every other and no one ever faced a
less powerful opponent in a market exchange—another ridiculous
fiction—this would still not change the fact that each of us has small
interests at stake in many transactions in which we are neither buyer
or seller. Yet the sum total interest of all these external parties can be
considerable compared to the interests of the two who are presumably
the most affected—the buyer and seller. It is the difficulty of
representing the collective interests of those with lesser individual
interests that creates an unavoidable inequality in power, which, in
turn, gives rise to the opportunity for individually profitable but socially
counter-productive rent-seeking on the part of buyers and sellers.

But of course the real world bears little resemblance to a hypothetical
game where it is impossible to increase one’s market power so that
there is no reason to try. Instead, in the real world it is just as rational
to pursue ways to increase one’s power vis-a-vis other buyers or sellers
as it is to search for ways to increase the size or quality of the
economic pie or reduce the time or discomfort necessary to bake it. In
the real world there are consumers with little information, time, or
means to defend their interests. There are small innovative firms for



giants like IBM and Microsoft to buy up instead of tackling the hard
work of innovation themselves. There are common property resources
whose productivity can be appropriated at little or no cost to the
beneficiary as they are over-exploited at the expense of future
generations. And there is a government run by politicians whose
careers rely mainly on their ability to raise campaign money, begging
to be plied for corporate welfare programs financed at taxpayer
expense.

In short, in a realistic world of unequal economic power the most
effective profit maximizing strategy is often to maneuver at the
expense of those with less economic power so as to re-slice the pie
(even while shrinking it) rather than to work to expand the pie. And of
course, the same prevails internationally as US-based economist
Robert Lekachman points out with eloquent restraint:

Children and economists may think that the men at the head of our great
corporations spend their time thinking about new ways to please the customers or
improve the efficiency of their factories and offices. What they actually concentrate
on is enlisting their government to protect their foreign and domestic interests.

In any case, leftist advocates of markets concede that externalities
lead to inefficient allocations and that non-competitive market
structures and disequilibrating forces add additional sources of
inefficiencies. And they also concede that efficiency requires policies
designed to internalize external effects, curb monopolistic practices,
and ameliorate market disequilibria. But there are also many
significant failings of markets that market admirers do not concede,
and their sum total importance is undeniable.

1 External effects are the rule rather than the exception.

As E. K. Hunt explained:

The Achilles heel of welfare economics is its treatment of externalities ....When
reference is made to externalities, one usually takes as a typical example an upwind
factory that emits large quantities of sulfur oxides and particulate matter inducing
rising probabilities of emphysema, lung cancer, and other respiratory diseases to
residents downwind, or a strip-mining operation that leaves an irreparable aesthetic
scar on the countryside. The fact is, however, that most of the millions of acts of
production and consumption in which we daily engage involve externalities. In a
market economy any action of one individual or enterprise which induces pleasure or
pain to any other individual or enterprise constitutes an externality. Since the vast
majority of productive and consumptive acts are social, i.e., to some degree they
involve more than one person, it follows that they will involve externalities. Our table
manners in a restaurant, the general appearance of our house, our yard or our
person, our personal hygiene, the route we pick for a joy ride, the time of day we
mow our lawn, or nearly any one of the thousands of ordinary daily acts, all affect, to



some degree, the pleasures or happiness of others. The fact is externalities are
totally pervasive.

2 There are no convenient or reliable procedures in market
economies for estimating the magnitude of external effects.

This means that accurate correctives, or what economists call
“Pigouvian” taxes, after the British economist Arthur Pigou (1877-
1959), are hard to calculate even in an isolated market. Any hope of
accurately estimating external effects in market economies lies with
actors’ willingness to accept damage surveys which have well-known
biases and discrepancies that can be exploited by special interests.
And the fact that estimates derived from willingness to accept damage
surveys are commonly four times as high as estimates derived from
willingness to pay surveys is hardly comforting, when, in theory, they
should be roughly equal. Suffice to say, this problem is another thorn
in the side of markets.

3 Because they are unevenly dispersed throughout the industrial
matrix, the task of correcting for external effects is even more
daunting.

In the real world, where private interests and power take pre- cedence
over economic efficiency, the would-be beneficiaries of accurate
corrective taxes are usually dispersed and powerless compared to
those who would have to pay such taxes. This makes it unlikely that
full correctives would be enacted—even if they could be accurately
calculated.

4 Because consumer preferences are at least partially affected by
the economy—the technical term for which is that they are
endogenous—the degree of misallocation that results from predictable
under-correction for external effects will increase, or “snowball” over
time.

As noted earlier, people are affected by their economic conditions and
activities and they will learn to adjust their preferences to the biases
created by external effects in the market price system. Consumers will
increase their preference and demand for goods whose production
and/or consumption entails negative external effects but whose market
prices fail to reflect these costs and are therefore too low; and will
decrease their preference and demand for goods whose production
and/or consumption entails positive external effects but whose market
prices fail to reflect these benefits and are therefore too high. In short,
we adjust ourselves to benefit from what we see to be systematic
bargains and to avoid what we see to be systematic scams. While this



adjustment is individually rational to take advantage of market biases,
it is socially irrational and inefficient since it leads to greater demand
for the goods that the market already wrongly overproduces, and
lowers demand for the goods the market already under produces.
Morever, because the effects of this phenomenon are cumulative and
self-enforcing, over time the degree of inefficiency in the economy will
grow.

The upshot of these points is that the invisible foot operates on a par
with the invisible hand. The degree of allocative inefficiency due to
external effects is significant. Hope for “Pigouvian” correctives is a
pipe dream. Relative prices predictably diverge ever more widely from
accurate measures of full social costs and benefits as consumers
adjust their endogenous preferences to individually benefit from
inevitable market biases. In sum, convenient deals with mutual
benefits for buyer and seller should not be confused with economic
efficiency. When some kinds of preferences are consistently under-
represented because of transaction cost and free rider problems
(wherein folks get the benefit of public goods without paying for them),
when some resources are consistently over- exploited because they
are common rather than private property, when consumers adjust their
preferences to biases in the price system, and when profits or
surpluses come as often from greater power as greater contribution,
theory predicts free market exchange will result in a misallocation of
resources. And when markets are less than perfect (which they always
are), and fail to reach equilibrium instantaneously (which they always
do), the results will be that much worse.

While markets are currently widely praised, perhaps before moving on
we should point out that we are not markets’ only detractors. Consider
the US Nobel Prize-winning economist Robert Solow’s observations
that:

Few markets can ever have been as competitive as those that flourished in Britain in
the first half of the nineteenth century, when infants became deformed as they toiled
their way to an early death in the pits and mills of the Black Country. And there is no
lack of examples today to confirm the fact also that well-functioning markets have no
innate tendency to promote excellence in any form. They offer no resistance to
forces making for a descent into cultural barbarity or moral depravity.

Or US Nobel Prize economist James Tobin’s observation that:

The only sure result [of free market Reaganomics] ... are redistribution of income,
wealth, and power—from government to private enterprises, from workers to
capitalists, and from poor to rich.

Or US novelist Edward Bellamy’s (1850-1898) observation that:



According to our ideas, buying and selling is essentially anti-social in all its
tendencies. It is an education in self-seeking at the expense of others, and no society
whose citizens are trained in such a school can possibly rise above a very low grade
of civilization.

Or, arch marketeer US Nobel Prize-winning economist Milton
Friedman’s recent observation that:

The greatest problem facing our country is the breaking down into two classes, those
who have and those who have not. The growing differences between the incomes of
the skilled and the less skilled, the educated and the uneducated, pose a very real
danger. If that widening rift continues, we’re going to be in terrible trouble. The idea
of having a class of people who never communicate with their neighbors—those very
neighbors who assume the responsibility for providing their basic needs—is
extremely unpleasant and discouraging. And it cannot last. We’ll have a civil war. We
really cannot remain a democratic, open society that is divided into two classes. In
the long run, that's the greatest single danger.

A summary of our findings regarding market inefficiencies is that the
cybernetic, incentive, and allocative properties of markets involve a
pervasive bias against discovering, expressing, and developing needs
that require social rather than individual activity for fulfillment. Markets
do not provide concrete information about how people’s decisions
affect the life prospects of others or vice versa. They do not even
provide accurate summaries of the social benefits and costs associated
with what people decide to do since markets mis-evaluate external
effects—and external effects are the rule rather than the exception.
Actual market allocations under supply social goods and activities and
over supply individual goods and activities. They establish incentives
for individuals to wean themselves of needs that require socially
coordinated intercourse and accentuate needs that can be met
individually. Moreover, markets reward competitive behavior and
penalize cooperative behavior.

In sum, markets not only erode solidarity, they also systemat- ically
mis-charge purchasers so that over time, preferences that are
individually rational for people to develop combine with biases inherent
in market allocations to yield outcomes increasingly further from those
that would have maximized human fulfillment. And to top it off,
markets generate gross economic inequality, severely distorted
decision-making influence, and class division and rule. In the end, the
fears of “utopian” critics who decry the socially alienating effects of
markets prove more to the point than the assurances of so-called
“scientific” economists that markets are ideal allocation institutions.
Regarding markets, abolitionism is an appropriate attitude.



Capitalism

Capitalism employs private ownership and markets. It remunerates
property, power, and output, and, as a result, has produced some of
the widest disparities of income and wealth found in human history.
The division of labor within capitalism is hierarchical. Capitalists rule
workers while coordinators occupy the terrain between labor and
capital, partly administering on behalf of capitalists and partly trying to
enlarge their own interests at the expense of both capitalists above
and workers below.

Within this broad rubric there is certainly variation. Workers may or
may not have unions and other forms of organization to aid in
manifesting their preferences—and the same can be true for the
coordinator class that may have amassed greater or lesser means of
accruing wealth and power unto itself at the expense of either
capitalists or workers. At its most oppressive, there is the cut-throat
capitalism of robber barons with gigantic, unrestrained corporate
power dominating all social choices and options. At its least
oppressive, there is an ameliorated system of capitalism called social
democracy in which laborers and consumers have considerable local
and state power and use it to ward off the worst outcomes of markets
and private ownership.

In any case, the basic model called capitalism because of its intrinsic
tendencies of private ownership of means of production, hierarchical
corporate divisions of labor, and competitive markets, not only doesn’t
facilitate solidarity, diversity, equity, and participatory self-
management, it violates each of these values producing virtually the
exact opposite. As the tremendously influential British Nobel economist
John Maynard Keynes (1883-1946) put it:

[Capitalism] is not a success. It is not intelligent, it is not beau- tiful, it is not just, it is
not virtuous—and it doesn’t deliver the goods. In short, we dislike it, and we are
beginning to despise it. But when we wonder what to put in its place, we are
extremely perplexed.

Reducing that perplexity occupies much of this book.

Market Socialism

Market socialism is the widely used name for a system that utilizes
markets, a hierarchical or corporate division of labor, remuneration
according to output, and either social, public, or state ownership of
means of production.



Market socialism, in our view, improves on capitalism by eliminating
private ownership and thus the capitalist class. But in market socialism
we see, instead, that the coordinator class rises in stature and power,
utilizing its relative monopoly on intellectual labor and on decision-
making bearing on their own work and the work of their subordinates
to attain a ruling position. Capitalists are gone and thus the most
significant factor leading to income differential is gone, but there is still
class division and class rule. There is still the alienation, misallocation,
and immoral bases for remuneration intrinsic to markets, and there is
still a division of labor that relegates most actors to greater tedium
than warranted, reserving for a relative few greater power and reward.

One can imagine a range of variations in such economies, of course.
The balance of power between coordinators and workers could shift. If
workers accrued more power, they could enact structural reforms to
ameliorate the ills of markets, reallocate wealth, etc. If coordinators
accrued more power, they could enact the reverse. The system’s
internal market dynamics promote the latter. Courageous struggle
promotes the former.

Clearly, however, whatever gains over capitalism have been achieved
in attaining market socialism, market socialism still is not an economy
that by its intrinsic operations promotes solidarity, equity, diversity,
and participatory self-management while also accomplishing economic
functions efficiently. Instead, all the intrinsic ills of markets—
particularly, hierarchical workplace divisions, remuneration according
to output and bargaining power, distortion of personality and motives,
and mispricing of goods and services, etc.—persist, while only the
aggravating presence of private capital is transcended.

Is this economic system aptly called socialism? If we call it “socialism,”
then the word can’t simultaneously mean rule by workers over their
own labors, because that is certainly absent in this system. If we do
not call this system “socialism,” then we fly in the face of popular
labels and of the name for their aim chosen by the advocates of the
system. The deciding factor in this tension for me, after some years of
ambivalence, is that too many perfectly reasonable people associate
the label “socialism” with this model and with associated centrally
planned models to make trying to disentangle the label from the
systems worthwhile. It seems to be more instructive and productive

1 to make clear that these systems are class-divided and
coordinator-ruled,

2 to make clear how a preferred system differs from them, and



3 to leave behind the label socialism as a positive descriptor of what
we desire so as to avoid guilt by association and related confusions.

And that’'s why the economy featured in this book is called
“participatory economics.”

Centrally Planned Socialism

Centrally planned socialism replaces the market allocation of market
socialism with central planning. Having discussed this allocation
institution we know that the result will be quite mixed. Depending on
how the central planning apparatus arrives at data, and the harshness
of its regime, we will have more or less authoritarianism and more or
less means for planners and other intellectual workers in the
coordinator class to propel their own interests over and above the
interests of workers.

But however the chips fall regarding the exact balance of power and
the institutional forms of a centrally planned economy, the
continuation of hierarchical divisions of labor and remuneration
according to power, and the imposition of even more starkly
authoritarian command and associated personality structures
guarantee that such a system will not deliver solidarity, diversity,
equity, and participatory self-management. It will be “socialist” only by
self-designation and popular usage. Nonetheless, the system will deny
those doing the labor and consuming the outputs proper say in the
decisions that affect their lives and proper remuneration for their
efforts and sacrifices.

Green Bioregionalism

Green bioregionalism is a system whose characteristics are quite
vague. Many green activists quite reasonably reject capitalism,
markets, and authoritarianism—much as we do in this book and for
rather similar reasons. Somehow, however, their additional perfectly
reasonable and essential idea that an economy and society should
attain ecological sustainability leads some of them—and this is where a
strange jump occurs—to a notion that local material self-sufficiency is
a primary virtue.

Sustainability is certainly unobjectionable. What is the alter- native,
after all? Is there anyone who would argue that we should organize



ourselves to promote dissolution of our societies due to depletion of
their means of existence? Surely everyone of all persuasions has to
agree that ecological sustainability is desirable, the alternative being
suicide. But then what does self-sufficiency mean? Or bioregionalism?

For some of its advocates bioregionalism seems to mean that in any
sensibly demarcated region, economic and social activities should
respect the biological and ecological character of the region, consistent
with creating a sustainable and fulfilling existence. That seems fair
enough and is obviously desirable. But for other advocates
bioregionalism seems to mean that each bioregion should only
undertake activities that are made possible by the resources and
ecological attributes it contains. Its economy must use what resources
are directly available in the region, and not depend on inputs from
other regions. This seems, in contrast to the earlier sensible
formulation, quite misguided.

First, what is ecological about separating each region from all others?
The core concept of ecology is arguably interconnection and mutual
dependence. For this reason, it is hard to understand why some
greens, otherwise so attuned to ecological logic and values, think there
is a virtue—much less an ecological imperative—in creating self-
sufficient rather than mutually dependent relations among regions.
Second, some regions naturally have more plentiful resources and
desirable ecologies for humans than others, and no single region can
offer all the benefits that can be generated by sensible attention to
balanced utilization and sharing of resources from all regions. So why
should we eliminate the benefits of sharing ecological bounty across all
borders? We cannot find any reason to forego such benefits unless one
argues that mutual interaction intrinsically breeds ecological
devastation. But why should that be if we use means of mutual
interaction that are ecologically sensitive (and rule out markets)?

What has all this got to do with green bioregionalism? Well, for us it is
hard to evaluate it as an economic system without raising these points
because to evaluate it as an economy we have to specify its
component economic institutions. Some greens advocate a localized
community economy, with small work units and no major allocation
institutions other than direct interpersonal barter. They often seem to
favor equitable roles and incomes, including no hierarchies in decision-
making influence or job quality. However, they provide no explanation
of how to accomplish these desirable aims. Instead, there is an implicit
presumption that such admirable results would flow inexorably from
the logic of small size and self-sufficiency. Yet this belief has neither
historical nor logical basis. Indeed, in contrast, the only thing that
necessarily flows from bioregionalist self-sufficient aspirations and



small size is a needless dissolution of social ties, a harsh inequality of
resources, and a self-negating rejection of economies of scale.

When green bioregionalists react to such criticisms, they say: “Oh sure,
of course, we don’t mean that people in the desert have to suffer
compared to people in areas with great climates and plentiful
resources. Who would favor such unfairness in life?” But then when
asked how the bounty of the latter finds its way, in part, into the hands
of the former, they have no answer ... and in our view the green
bioregionalist now confronts an economic decision. Do | want markets,
or do | want central planning, or do | want some other allocation
mechanism to mediate this transfer? It is our view that if they opt for
either of the first two allocative means they will wind up with either
market or centrally planned socialism/coordinatorism. Their vision will
incorporate class division and class rule and will lose the qualities they
aspired to, including proper attention to the ecology in relation to
human well-being and the capacity to sensibly relate to broader
ecological dictates having to do with the rights of other species—as
well as rejection of hierarchy in work conditions, assertion of mutual
empowerment, and attainment of equitable distribution of
circumstances and incomes. On the other hand, if Bioregionalists wish
to retain all these values and to also facilitate the diverse ecological
realities of countless regions, then they will have to adopt a suitable
economic vision for those goals—which is not accomplished by
favoring an a priori dissolution of inter- connectedness or prioritization
of self-sufficiency.

The final point we would like to make about bioregionalism is the even
more extreme one that ubiquitous smallness and self- sufficiency are
not only not in every case necessary or sufficient for a good economy,
but that taken by themselves they are not even always ecological
values or values of any desirable sort at all.

To say that an economy should prioritize small structures, or assemble
itself into regions subsisting without benefit of interaction, opts for
such choices even when they are contrary to worthy values and
themselves convey nothing positive. It would be sensible for greens to
demand that a good economy should take proper account of the full
ecological implications of economic choices, and should help people
make choices in light of these implications. It would make sense to
demand that an economy permit sensible choices of scale in light of
ecological and social implications, not prejudging one way or the other.
When dealing with workplaces, living units, industries, and pretty much
every type of institution and social structure, sometimes larger is
better, sometimes smaller, whether ecologically, or to achieve face to
face relations, or for many other reasons. Similarly, it would make



sense to demand that an economy not dissolve relations of mutual
benefit and support among regions or exaggerate their potentials
either, but, instead, allow ecologically proper and materially just and
beneficial flows from region to region. Sometimes it makes sense for
resources, goods, and services to flow freely even over large distances,
sometimes not. The point is that an economy should not make such
choices a priori, but provide workers and consumers the needed
information and appropriate decision-making influence to collectively
arrive at desirable choices, as conditions and opportunities arise.

We have come to the end of this chapter and to the end of part one of
this book and have arrived at the positive questions that motivate the
rest of our exploration. Can we specify a new type of economy that
facilitates solidarity, diversity, equity, and self-management, and that
gets desirable economic functions done without imposing costs that
offset its benefits in ways that we find too onerous?

If yes, then we have a new economic vision we can truly celebrate. If
no, then we either keep trying or we will have to choose from among
the horribly flawed models we have already discussed— forcing
ourselves to settle for the one we find least evil.

Having shown that existing economic options impede the values we
hold dear, we desire a new and better vision. Espousing good values,
as in earlier chapters, is a part of going forward. But a serious
alternative vision must delineate new institutions with different
properties than those we now endure. These new institutions should
accomplish production, allocation, and consumption at least as well as
institutions found in capitalism, market socialism, centrally planned
socialism, and bioregionalism. But the new institutions should not
induce class divisions nor produce the rule of one class by another.
And they should enhance rather than obstruct equity, diversity,
solidarity, and self-management. To accomplish these ends we are
going to propose a system called participatory economics.

A New Vision

Participatory economics, or “parecon” for short, has as its central
institutional and organizational components:

e social rather than private ownership
« nested worker and consumer councils and balanced job
complexes rather than corporate workplace organization



o remuneration for effort and sacrifice rather than for property,
power, or output

« participatory planning rather than markets or central planning

« and participatory self-management rather than class rule.

Taken together the above structures define participatory economics as
a separate and new economic model—one that we believe meets our
norms for a good economy.

From our earlier discussion of economics, various economic
institutions, and various economic systems, we already know that in a
desirable economy each worker and consumer should have equal
access to information regarding the full social effects of proposed
actions on themselves and throughout the economy. They should
influence decisions in proportion as the decisions affect them. They
should share one another’s successes and suffer one another’s
hardships so that the daily functions of economic life enhance rather
than destroy solidarity. A good economy’s incentives, information, and
circumstances should foster empathy and mutual concern. A good
economy’s economic activity should diversify opportunities and paths
people can choose, rather than homogenizing them. A good economy’s
workers should be justly remunerated for their labors in accord with
the actual effort and sacrifice they expend on behalf of the social
product, or, if they cannot work, in accord with social averages and
special needs. A good economy’s division of labor should respect and
advance people’s diverse preferences at the same time that it
promotes solidarity and facilitates self-management. Class divisions
should not be produced, either by ownership or different circumstances
of production or consumption. All in all, a good economy should
accomplish central economic functions and meet people’s needs and
develop their potentials in accord with our highlighted values and
without ill effects on other values we also hold dear.

In Part I, therefore, we will describe participatory economics, focusing
on its defining institutions and their implications for workers and
consumers. In the concluding parts three and four of the book we will
explore daily life circumstances in parecon and address criticisms of
parecon.

Describing an entire economic system one step at a time is a bit
problematic: half a suspension bridge is worthless; the same holds for
half an economic system. The new meaning and viability of each part
of a good economy can only be fully evident when we take into
account its interactions with the new economy’s other parts. So as you
read the rest of this book, please keep in mind that we will
occasionally, and of necessity, allude to features that will not be fully



described until later. Each chapter in the coming section will only
partly explain the full meaning and implications of what is introduced.
Full clarity comes only when we can situate each new structure in
proper relation with all other new features. Please finish all the
chapters and see the mutually dependent implications of all
component parts before you fully judge any one of them.

Part Il:
Participatory Economic Vision

There is no reason to accept the doctrines crafted to sustain power and privilege, or
to believe that we are constrained by mysterious and unknown social laws. These are
simply decisions made within institutions that are subject to human will and that
must face the test of legitimacy. And if they do not meet the test, they can be
replaced by other institutions that are more free and more just, as has happened
often in the past.

— Noam Chomsky

If you think you are too small to make a difference, try sleeping in a closed room with
a mosquito.
—African Proverb

Sometimes anti-capitalist economic vision offers markets or central
planning plus public or state ownership. Not here. Sometimes anti-
capitalist vision is a very broad and general presentation of inspiring
values and aims, basically a collection of exalted adjectives, with little
institutional substance. You will not find that here, either. The next five
chapters deal with social ownership of productive assets, self-
managing worker and consumer councils, balanced job complexes,
remuneration for effort and sacrifice, and participatory planning—the
five defining components of participatory economics. Two chapters
then offer a summary of the parecon model and evaluate it.

Chapter 4



Ownership

An apt and true reply was given to Alexander the Great by a pirate who had been
seized. For when that king had asked the man what he meant by keeping hostile
possession of the sea, he answered with bold pride. “What thou meanest by seizing
the whole earth; but because | do it with a petty ship, | am called a robber, whilst
thou who dost it with a great fleet art styled emperor.

— St. Augustine

There has to be a shortest and simplest chapter in every book. This is
ours. Alone among chapters in this section it consists almost entirely of
negation rather than positive envisioning. It is also trivially simple but
nonetheless essential.

In every economy there are tools, workplaces, resources and other
means of production with which we combine our efforts to produce
new items for consumption. Historically, having a few members of
society own these means of production, decide on their use, and
dispose over the output and revenues they generate has meant that
this privileged group has always had more wealth, more income, and
more economic power than others in society. There are owners and
non-owners. The non-owners may as a group have further categories
of differentiation, but this does not complicate the current issue. By
separating ownership from non-ownership of the means of production,
society places some of its members on top and other below. Our
commitment to equity, solidarity, diversity, proper distribution of
influence, and classlessness precludes all this. So what is our
alternative?

There are two issues:

. No one should have disproportionate say due to having a
different relationship to owning means of production than
anyone else.

. No one should have excessive income, nor for that matter,
should anyone receive anything other than remuneration
according to effort and sacrifice, or, if unable to work, according
to need. Never should anyone’s income be correlated to their
owning means of production.

There is a simple logical step we can take to accomplish both these
aims most quickly and easily. We simply remove ownership of the
means of production from the economic picture. We can think of this
as deciding that no one owns the means of production. Or we can think



of it as deciding that everyone owns a fractional share of every single
item of means of production equivalent to what every other person
owns of that item. Or we can think of it as deciding that society owns
all the means of production but that it has no say over any of the
means of production nor any claim on their output on that account.

In short, we simply remove ownership of the means of production as
an economic consideration. Property in the form of means of
production becomes a non-thing. It has no bearing in a participatory
economy. No one has any ownership of means of production that
accrues to him or her any rights, any responsibilities, any wealth, or
any income different from what the rest of the economy warrants for
him or her. No one has wealth, income, or economic influence different
than what anyone else has due to having different ownership of means
of production. It is not just that ownership of the means of production
changes hands from what we now know. It doesn’t move from one set
of actors to some other set. In a participatory economy ownership of
the means of production no longer even exists as a concept. It is
banished, and with it goes the category “capitalist.” No one is
distinguishable from anyone else by having different ownership of
means of production. There is no separate concept of such ownership,
and therefore no class of owners, and therefore no capitalists—nor is
there any sector of folks acting as agents for others in administering
means of production through the state. The whole idea and dynamic
are gone.

Of course, this is not a full economic description of an alternative to
private ownership, by any means. We cannot just negate and remove
and call what remains something new. It is one needed step in arriving
at something new, but not the total picture. Means of production are
no longer owned in a participatory economy, but we still have to worry
about the allocation of means of production to different production
processes and about dispensation over the use of means of production.
It is just that we have to do this having removed ownership from the
equation, and we thus have to come up with an alternative to some
people having deeds to this or that factory, assembly line, coal mine,
and so on. As to how we accomplish this, that comes to light in the
next few chapters.

5

Councils



The only possible alternative to being the oppressed or the oppressor is voluntary
cooperation for the greatest good of all.
— Errico Malatesta

Economics is conducted by and for workers and consumers. Workers
create the social product. Consumers enjoy the social product. In these
two roles, mediated by allocation, people conduct economic life.

To do their jobs responsibly, workers ought to consider what they
would like to contribute to the social product, both by their own efforts
and in association with those they work with. They ought to address
how to combine their efforts and the resources and tools they access
to generate worthy outputs that other people will benefit from. They
ought to be directly in touch with the dynamics of production and with
its implications for themselves and others. And they ought to weigh
their direct understanding of their production situation and preferences
about it against their choices’ implications for those who consume their
product.

To enjoy output responsibly, in contrast, consumers ought to consider
what they would like to have from the social product, either as
individuals or in collective association with their family, neighbors, or
others. They ought to address what to ask for to advance their lives as
best they can in tune with the effects their choices will have on the
people producing their outputs. They should directly assess their own
desires and the conditions under which they live. They should closely
consider the likely implications for their personal development of the
various possible consumption choices they might make. They should
weigh the implications of benefits of their consumption activities
against the adverse effects those activities may have on those who will
do the required work.

Coming chapters address very closely how workers and consumers
receive the information they need, what incentives they have for their
choices, and what income they get to use for their consumption. But
here we address the prior question, in what local structures are
workers and consumers organized?

Historically, in times of economic upheaval, it has been very common
for workers and consumers to organize themselves into collective
bodies for the purpose of influencing economic outcomes. These
bodies have most often been called workers’ and consumers’ councils,
and we adopt that name as well to describe the vehicles through which
people in a participatory economy manifest their economic preferences



and in which they determine and carry out most of their daily
economic activities.

Workers’ Councils

Every participatory economic workplace is governed by a workers’
council in which each worker has the same overall decision making
rights and responsibilities as every other. When necessary, smaller
councils are organized for work teams, units, and small divisions.
Larger councils are organized for divisions, whole workplaces, and
industries.

Given a workplace’s overall agenda, how the people in a work group
organize themselves affects almost exclusively themselves— so they
function as a unit vis-a-vis that decision. And the same happens at
diverse levels, from teams and projects though units and divisions up
to larger councils for whole workplaces, industries, and even for
workers as a whole. Different-sized councils address different issues in
accord with the norm that decision-making input should be
proportionate to the impact of decisions on those who make them.

Council decisions are sometimes one-worker-one-vote majority rule,
but in cases where that system would yield equal input for all council
members in making decisions that actually have very unequal impact
on each of them, councils employ different procedures with different
degrees of consensus required for resolution, different actors
participating, and so on. By leaving decisions that overwhelmingly
affect a subset of workers over-whelmingly to only those workers and
their councils, by assigning most initiative in decisions to those most
affected by those decisions, and by weighing or otherwise organizing
voting procedures to reflect the differential impacts of voting outcomes
on those who will be affected by the decisions, workers’ councils
collectively fashion their own best approximations to self-management
(a point we shall deal with in more detail as we proceed).

Of course neither conceiving nor agreeing on the most appropriate
participation and voting system, much less on decisions themselves,
will be free of dispute within actual workers’ councils. Nor will any
single approach to arriving at conclusions be univer- sally applicable.
To understand what workers do in their councils, what incentives and
motives they have, what information they use, and what decisions they
undertake, requires that we have a better understanding of diverse
other institutions of participatory economics, and so must wait a few
chapters. But the key point here is that in a situation where each



worker has an interest in self- management, and no worker has
disproportionate power, it is not unreasonable to assert that workers’
councils will actuate decision-making structures and ways to delegate
responsibility that accord with self-management rather than with
unjust hierarchies of power. Or, we should better say, it is reasonable
to think this will be so, assuming that other facets of the economy
don’t impose other norms, such as those that would be imposed by a
hierarchical division of labor or markets—but instead also further this
desirable aim.

Consumers’ Councils

As with workers, the principal means of organizing consumers in a
parecon is consumer councils. Each individual, family, or other social
unit would comprise the smallest such councils and also belong to its
larger neighborhood consumption council. Each neighborhood council
would belong in turn to a federation of neighborhood councils the size
of a city ward or a rural county. Each ward council would belong to a
city consumption council (or perhaps a borough and then a city
council), and each city and county council would belong to a state
council, and each state council would belong to the national council (or
maybe to a regional and then to the national council). This nested
federation of democratic councils would organize consumption, just as
the nested federation of democratic workers’ councils organizes
production.

Participatory economies incorporate this nesting of different
consumers’ councils to accommodate the fact that different kinds of
consumption affect different groups of people in different ways. The
color of my shirt concerns me and my most intimate acquaintances.
The shrubbery on my block concerns all who live on the block, though
perhaps some more than others. The quality of play equipment in a
park affects all in the neighborhood. The number of volumes in the
library and teachers in the high school primarily affect all in a ward.
The frequency and punctuality of buses and subways affect primarily
all in a city. The disposition of waste affects all states in a major
watershed. “Real” national security affects all citizens in a country, and
protection of the ozone layer affects all humanity—which means that
my choice of deodorant, unlike my choice of shirt color, directly and
primarily concerns more than just me and my intimates.

Failure to arrange for all those affected by consumption activities to
participate in choosing them not only implies an absence of self-
management, but, if the preferences of some are disregarded, also a



loss of efficiency in meeting needs and developing potentials. It is to
accommodate the full range of consumption activities, from the most
private to the most public, that we organize different “levels” of
consumption councils. As to how consumers get necessary information
about product availability and indeed influence the choice of what is
made available, and as to how they then make their own choices, with
what budget, and in what ways—for both individual and collective
consumption—we must wait until we have described more of the
overall structure. But what we can say now is that once we recognize
that consumption activity, like production activity, is largely social, we
must insist that consumption decision-making, like production
decision-making, be participatory and equitable. In that event it is
reasonable to conclude that consumption councils will be one valuable
component in the mix that accomplishes that aim.

Consensus?

As we prepare this book, in mid-2002, many economic activists are
deeply committed to “consensus decision-making.” They rightfully
celebrate its lack of hierarchy, its mutual respect, and its openness.
Critics of consensus decision-making, however, claim it is horribly
inefficient in many venues and can be abused because it gives too
much power to single actors who can prevent consensus from being
attained. Actually, the use of consensus as a tool of left dissent and
ensuing debate is not new. These emerged—or more accurately re-
emerged—approximately thirty-five years ago in the early New Left,
and then had a large boost during the anti-nuclear activism of the
1980s, and now again at the turn of this new century.

Participatory economics does not institutionally prejudge what
procedures should be used for decisions made in workplace or
consumer councils. It does not say you have to use majority rule or
consensus or any other particular procedure. It could be that in a real
parecon, workers and consumers opt for consensus decision-making all
the time, much of the time, or rarely. That is a choice for them. What
parecon prescribes is that people should ensure, as best they are able
without investing excessive time and energy, that each actor has an
impact on outcomes in proportion to how much he or she is affected.

As potential participants in a participatory economy, however, do we
ourselves think it would make sense for workers and consumers to
conduct all their decisions via consensus? No. We think consensus
makes very good sense for some decisions, but not for others. There
are two key but quite different aspects to consensus decision- making



that bear on this perspective. One is about process. The other is about
formal power.

The process of consensus decision-making, circa 2002, emphasizes
respect for all parties and the use of diverse methods of information
preparation and dissemination and subsequent discussion and
exchange to ensure that each person’s input is appropriately accessed
and addressed. It is important to realize, however, that techniques for
how information is gathered and addressed are one thing, and for how
power is allotted are another. That is, the same methods of being sure
that information gets out, preferences are expressed, issues are
addressed, etc., as are used in contemporary consensus decision-
making can be utilized when decisions are being made by one-person-
one-vote majority rule, or by one-person-one-vote two-thirds needed
for a positive outcome, or by other norms. Indeed, it would probably
simplify debate about these matters if we had two concepts or names:
one for the method of mutual discussion and information exchange, we
could call this participatory preparation, and one for requiring
unanimous consent, which we could call consensus.

At any rate, the second component of contemporary consensus
decision-making is that for a decision to be settled, all must agree with
it or at least refrain from blocking it. Each actor has a veto they can
employ. The theory is that people (whether individually or in groups)
will not veto options unless the impact of the choice on them is so
great that they ought to have the right to block it. In other words, the
implicit and sometimes explicit logic of consensus decision-making is
that it permits each person to determine, relative to the others, the
degree to which they are affected, and to then submit or withhold their
expressions of opposition in accord with their best estimate of their
own situation relative to the reported preferences and situation of
others. If one actor or a group together among the people making a
decision is sufficiently affected that they believe their rejection of the
decision should dominate the outcome, then he, she, or they will
oppose or block it. If they do not like it, but they do not think they
should dominate the choice, then they will abstain or otherwise avoid
blocking it. In this sense, when used as intended by actors who are
attuned and respectful of one another, consensus decision-making
works perfectly. Only individuals or subgroups that dislike an outcome
and would be in sum sufficiently affected by it to warrant dominating
the outcome, will opt to impede decisions. Working thusly, when
consensus decision-making fails, imperfections derive not from having
established an inflexible and inappropriate procedure for making
decisions, but due to mis-estimates of each other’s feelings or the
impact felt, or to abuses of the unfolding process by individuals in the
group. So the question becomes, how likely are we to have good



interaction and outcomes rather than problematic ones, and are the
prospects for the latter low enough, in all contexts, to warrant using
consensus all the time? Or do the prospects differ for different
situations and decisions, so that in some cases using other approaches
will be more likely to yield the best results with the least hassle?

Consider hiring a new worker for a small workplace, or adding one to a
small work team. Suppose we collectively assess this type of recurring
decision in our workplace and decide that in light of who we are, the
time we have for this type of decision, our general situations relative to
decisions of this type, etc., this is a situation where the impact on each
person of a choice to hire someone that they don’t like is huge,
whereas the impact of hiring someone they do like on any actor is
much less. Everyone has to work in close proximity with a new person
day in and day out, and if anyone really doesn’t like him or her, that
will potentially be a far more serious problem for that person than it is
a plus that everyone else favors the hire.

So in our workers’ councils, we decide that for each new hire to our
small workplace where everyone works in close proximity and knows
one another well, everyone involved is entitled to a veto. The voting
guideline might be that you need three quarters to approve someone
for that person to be hired, but that anyone who is strongly enough
opposed can block any proposed hire no matter how many others favor
it. The voting rules aren’t reworked for every new hiring situation, but
nor do they imply a universal rule that applies to all other types of
decision. Instead, this is a pre-agreed rule specifically about hiring
decisions.

And note, it is chosen because it makes life easier, not harder, in that it
approximates most closely what we generally think will be appropriate
input for each person involved and thereby reduces the complexity of
arriving at the desired result once we begin our deliberations. The
person who is highly upset over a new hire doesn’t have to convince
everyone of the validity of her concern and get them to vote her way
as well. She is concerned, period. She doesn’t have to explain why. She
gets a veto because being strongly opposed to hiring trumps favoring
hiring. There is no need for everyone to engage in fancy mutual
calculations to decide if they have the right to trump, though of course,
as with any procedure, we can include diverse methods for
communicating feelings, etc.

But suppose we had instead adopted a one-person one-vote majority
rule approach to hiring decisions. Now the person who feels her life

would be made miserable by the new person’s entry must convince a
majority of others to respect her strong feelings and vote her way. If



she fails, her strong feelings will not have their appropriate impact on
the final decision.

Something interesting characterizes the above comparison. In this
particular type of decision, it turns out that the consensus approach
(not the communications methods but the voting system itself) can
yield proper results even with less mutual empathy and less
communication of preferences and compromise than simple majority
rule voting would entail. In this case it is the one-person one-vote
approach that would fail to yield the appropriate influence for each
actor, unless, due to an extensive process of discussion, the actors
mediated very constructively on behalf of one another.

The lesson is clear. Good process is always good to have, of course,
though one can spend more time on communication and mutual
exploration than warranted by a decision’s importance. But different
decision procedures will put more or less weight on having a perfect
process and will arrive at better or worse representations of the
proportionate will of the actors involved more or less quickly and more
or less easily. Some might achieve proportionate say almost
automatically as compared to others achieving it only with great
difficulty and due to very precise jockeying by each actor in light of
knowledge of the others’ views and willingness to bend toward their
stronger preferences. The irony is, if consensus advocates want to say
that consensus is good because it forces actors to mediate their
choices in accord with their mutual assessments of one another rather
than merely consulting their own preferences, then they should in fact
opt for one-person-one-vote majority rule, not consensus, for a
decision like hiring. The second irony is, this would precisely reverse
the type of logic that we think a council should employ in choosing
decision procedures.

In our view the upshot is that the processes we settle on to prepare
for, debate, and finally make decisions should be chosen to maximize
an appropriate level of give and take, exploration, and mutual
understanding, as well as appropriate influence for the importance of
the decision and the time available. Communication should not be
coerced by choosing a procedure that will fail miserably if
communication falls short of optimal forcing people to spend more
time deliberating than another procedure would require. In other
words, the voting procedure used in decisions should approximate as
closely as we can arrange to directly facilitating proportionate say, so
that if the supporting process doesn’t work perfectly the procedure is
least distorted by the communicative inadequacies.



Those who favor using consensus all the time presumably feel, instead,
that we should opt for the approach that so demands good process
that we must expend great effort in having good process all the time,
or we will get horrible results. For that matter, the folks who advocate
ubiquitous use of one-person-one-vote majority rule are presumably
saying something like, let’s have a middle of the road orientation. But
why should we have any single orientation at all? Sometimes one
procedure is better, other times a different one is better. Why prejudge
the choice universally, as compared to settling it differently, if
appropriate, for each different venue?

The differences between always favoring consensus or favoring one-
person-one-vote majority rule or some other option, or favoring
different procedures for different situations, are not simple to see,
experience shows. So let’s consider a different kind of decision, to
clarify a bit more.

Let's say we have to make choices about investment options in a
workplace. We might imagine workers in a workers’ council considering
a consensus approach for this type of decision but opting against it,
because in application it would be cumbersome and any errors could
easily lead to harmful outcomes. For investment, non consensus
procedures would be easier to enact and less likely to diverge from
optimal choices due to errors or bad faith by anyone involved.

For example, suppose there is a proposal to put in a new heating
system. After discussion there needs to be a decision. With a
consensus approach anyone can block a choice for any reason, but if
you are considering doing so, how do you know whether you have the
moral right, given the scale of the decision’s relative impact on you, to
block it or not? In the context of the debate you have to decide
yourself if it is warranted for you to veto a choice given the intensity of
your feelings and those of others. With a relatively few trusting people
and enough time, and with thorough information flow, consensus may
be optimal, but without these features working nearly perfectly, using
consensus for this type of decision is asking for trouble.

With that in mind, workers might decide it is better to prejudge that in
cases of investment choices they should opt for the abstract approach
that each worker gets a vote and majority rules, but also allow any
strongly dissenting minority to put off a decision for further discussion,
at least twice. The point is, the workers might decide that something
other than consensus (which allows for individual veto) comes closer to
correct apportionment of influence and for that reason leaves the
actors less difficulty in choosing to moderate or to strongly express
their preferences to attain proper proportionate input for all.



Now, nothing is perfect. So (to make the point graphically), suppose
there is a worker who will die if the temperature goes down to 68
degrees but is fine at 70 and above. Obviously, with consensus he will
have no problem manifesting his intense preference even if the mutual
exchange of information is faulty. In the one-person- one-vote majority
rule approach, for the decision to come out properly the debate (or
perhaps overarching rules about disabilities) needs to to give that
person his extra due. But the view of a group opting for majority rule
for investment decisions is that the degree of sensitivity required for
the chosen approach when deciding investments and the harm that
errors due to poor process will most often be less than the degree of
sensitivity required and the harm that would arise from errors were the
algorithm for investment decisions consensus.

The point of all this is to see that decision-making procedures and
communication methods are flexible and not goals in and of
themselves. They are a means to the desired end of proportionate,
informed, participatory, and efficient influence. It follows that we
should be principled about the goals, but not about the means.

Something that emerges from this is that in all modes of decision-
making, if everyone operates ideally after a full exchange of relevant
information and feelings, they will reach ideal decisions. Perfect
process plus perfect people plus any decision-making system at all
yields perfect decisions.

Consider the case of decision-making by a single leader. The leader
hears everybody, calculates all impacts and preferences perfectly, and
decides the perfect outcome, incorporating into her choice each actor’s
will in proportion to how they will be affected by the outcome. In a one-
person-one-vote majority rule framework everyone has access to the
same information and is able to freely express themselves, then
modulate their vote so that the sum of all yeas and nays is
appropriate. Or, of course, this same thing occurs in a consensus
framework, with each person coordinating their choice to advocate or
to block an outcome in light of impact on self and on others.

In other words, in any setup, if all the actors are able as a result of a
free exchange of information and feelings to determine perfectly
accurately their own relevant input and that of all other actors, and
then in hearing the preferences of the others, if each actor decides
accurately and justly whether those in the overall yea camp should
carry the day and if yes maintains their yeas and if not rescinds them,
all choices will come out ideally and unanimously, regardless of the
voting procedure used.



In this sense, assuming our norm of self-management, in any system
the abstract situation is identical. That is, those involved have to
assess feelings, preferences, and information, and then decide what to
do to collectively reflect every actor’s cumulative will in accord with
the norm that decision-making input should be in proportion as one is
impacted. In all cases, with perfect process and choice, final dissent or
assent is not solely a singular decision based on one’s own feelings but
depends on whether those assenting or dissenting see their joint
appropriate influence level as warranting their choice. If so, they
persist in it. If not they retire from it.

So is it just convention that determines which system we use for
settling outcomes, the only important consideration being the process
of exchange of information, feelings, and preferences, and the
willingness of actors to support and respect one another’s depth of
feeling and opinion in pursuit of proper proportionate influence for
each? No. Instead, in the real world it makes sense to prejudge certain
types of decisions and decide that they would best be handled with
certain decision-making processes, and not to rely on continually
reassessing each, or, even worse, on using some fixed approach for
everything. Why?

The primary reasons for preferring a flexible approach are:

1 Itis desirable to come as close as one can to determining in
advance how best to give each person involved in a decision
appropriate impact on it, so that the need for each actor to bend their
expressed vote in light not only of their own preferences but the
preferences others have is minimized and the entire process is
simplified. And it is also a truism that no one can know my interests as
well as | do—unless I'm a child or deranged.

2 lItis desirable to minimize the extent to which any actor can
inappropriately distort decisions from ideal proportionate say whether
whether this is due to honest mistakes, preset biases, or even
dishonest manipulations.

We do not always opt for having a perfect communication process plus
the smartest and most perceptive person present making the final
decision unilaterally, or for a randomly chosen person doing so—and
surely no consensus advocate would favor this. But why not? It
involves as good a pre-vote process as we can muster. And if we say
that by such processes everyone always arrives at perfect estimates of
their own and all other people’s proper input, then everyone is in
position to make the right decision. So why not let anyone do it? Well,
we do not do that for four very good reasons.



1 Itis not true that everyone is always going to accurately know
everyone else’s situation perfectly, nor that they could, and obstacles
can be a matter of benign lack of under- standing or less benign self-
interest and bias.

2 Even if people did know everyone else’s desires and the relative
impact of all options under consideration, it is not true that everyone
will always behave honorably.

3 By having the ultimate decision made by one person, whether he
or she is randomly chosen or otherwise, there is no record of dissent
from the decision. We just have the ultimate yea or nay. We have no
lasting feeling for or permanent record that we can consult of the
existence of a minority and its views, and there is no tendency to
empower the minority to try other alternatives or even to remember
that the minority exists, should difficulties with the decision emerge
down the road.

4 In practice, we know unilateral decision-making would devolve into
steadily reduced participation and a divergence from real self-
management.

But this rejection of one person making the final decision by fiat tells
us that different approaches have different merits for different
situations, which is why parecon does not prejudge how decisions
should be made, but only the broad norm or goal regarding self-
managing input and participation.

We like to think advocates of consensus favor it precisely because if
there has to be only one method elevated above all others they are
seeking the method that will at least in modest-sized groups most
promote participation and permit the emergence of appropriate
influence. Our response to this is that there doesn’t have to be only
one approach, and there shouldn’t be.

So the bottom line for this chapter, however complex the diverse cases
and their specific logic can turn out to be, is simple. To facilitate and
organize worker and consumer decision-making in keeping with the
goal of self-management, parecon incorporates councils at diverse
levels, from the smallest work team or family to the largest industry or
state, and beyond. The actors involved need appropriate information
and need to be properly confident, empowered, and skilled. They
should utilize decision-making procedures and communication
methods in their councils as they see fit, adapting these as best they
can to the time and hassle involved and to the possibilities for error
and abuse, and seeking to attain appropriately informed decision-



making influence in pro- portion to the degree each person is affected
by decision-making outcomes.

6

Job Complexes

As it happens, there are no columns in standard double-entry book-keeping to keep
track of satisfaction and demoralization. There is no credit entry for feelings of self-
worth and confidence, no debit column for feelings of uselessness and worthlessness.
There are no monthly, quarterly, or even annual statements of pride and no closing
statement of bankruptcy when the worker finally comes to feel that after all he
couldn’t do anything else, and doesn’t deserve anything better.

— Barbara Garson

We have established that workplaces should be organized and run by
workers’ councils and that these councils will also be the vehicle
through which workers manifest their preferences regarding how long
they wish to work, what they wish to produce, what tools and methods
they wish to use, and so on. We have said that workers in their
councils at various levels from small teams to whole industries will
have appropriate say. But, there is a wrinkle to work out. What does it
mean to suggest that an assembly worker toiling at a repetitive task all
day, a financial executive overseeing workplace information and
budgeting, and a manager overseeing the activities of dozens of rote
workers, should have equal say in the activities of the company for
which they all work?

Not all tasks are equally desirable, and even in a formally democratic
council, if some workers do only rote tasks that numb their minds and
bodies, and other workers do engaging and empowering tasks that not
only brighten their spirits and attentiveness, but also provide them
with information critical to intelligent decision-making, saying that the
two should have equal impact on decisions denies reality. Democratic
councils help create conditions that enable participation and give
people appropriate impact over decisions, but something more is
needed to equalize daily work assignments vis-a-vis the impact
people’s work experience has on their capacity to participate and
render informed judgments. If some workers have consistently greater
information and responsibility in their jobs, they will dominate
workplace decisions and in that sense become a ruling “coordinator
class,” even though they operate in democratic councils and have no
special ownership of the workplace.



Parecon’s antidote to corporate divisions of labor imposing class
division is that if you work at a particularly unpleasant and
disempowering task for some time each day or week, then for some
other time you should work at more pleasant and empowering tasks.
Overall, people should not do either rote and unpleasant work or
conceptual and empowering work all the time. We should each instead
have a balanced mix of tasks.

This does not say that every person must perform every task in every
workplace. The same person need not work as a doctor, an engineer,
and a literary critic, much less work at every imaginable task
throughout an economy. Those who assemble cars today need not
assemble computers tomorrow, much less every imaginable product.
Nor should everyone who works in a hospital perform brain surgery as
well as every other hospital function. The aim is not to eliminate
divisions of labor, but to ensure that over some reasonable time frame
people should have responsibility for some sensible sequence of tasks
for which they are adequately trained and such that no one enjoys
consistent advantages in terms of the empowerment effects of their
work.

We do not mean that we have doctors who occasionally clean bed
pains, nor secretaries who every so often attend a seminar. Parading
through the ghetto does not yield scars and slinking through a country
club does not confer status. Short-term stints in alternative
circumstances—whether slumming or admiring—do not rectify long-
term inequities in basic responsibilities. We do mean, instead, that
everyone has a set of tasks that together compose his or her job such
that the overall implications of that whole set of tasks are on average
like the overall implications for empowerment of all other jobs.

Further, for those doing only elite work in one workplace to do only
rote work in another would not challenge the hierarchical organization
of work in either one. We need to balance job complexes for
desirability and empowerment in each and every workplace, as well as
guarantee that workers have a combination of tasks that balance
across workplaces. This and only this provides a division of labor that
gives all workers an equal chance of participating in and benefiting
from workplace decision-making. This and only this establishes a
division of labor which does not produce a class division between
permanent order-givers and order-takers.

Since disparate empowerment at work inexorably destroys
participatory potentials and creates class differences, while differences
in quality of life at work could be justly offset by appropriate
remuneration, we will focus more on empowerment for the rest of this



chapter. In practice, there probably is not much difference since
balancing empowerment likely takes us a long way toward balancing
quality of life, and in any event, broader issues will resurface as we
proceed in other chapters.

To start, almost everyone is aware that typical jobs in familiar
corporate contexts combine tasks with the same qualitative
characteristics so that each worker has a homogenous job complex
and most people do one level of task. In contrast, seeking appropriate
empowerment, a participatory economy offers balanced job complexes
where everyone typically does many levels of tasks. Each parecon
worker has a particular bundle of diverse responsibilities, and each
person’s bundle prepares him or her to participate as an equal to
everyone else in democratic workplace decision-making.

This might be a good time to point out that in part Ill of this book we
include considerable daily life detail, including describing hypothetical
workplaces and consumer units, to illustrate the nuts and bolts of
possible implementations of participatory economics. Even more
description is available online at www.parecon.org. In this chapter, it is
only the essential abstract character of the matter that we highlight.

At any rate, we hope the idea is starting to crystalize. With a typical
capitalist approach to defining jobs we can imagine someone listing all
possible tasks to be done in a workplace. We can then imagine
someone giving each task a rank of 1 to 20, with higher being more
empowering and lower being more deadening and stultifying. So in this
experiment we have hundreds or perhaps even thousands of stripped-
down tasks from which we create actual jobs. No single task is enough
to constitute a whole job. Some jobs may take only a few tasks, some
many. When the corporate approach is adopted, each defined job is a
bundle of tasks, but each task in that bundle has very nearly the same
rating as all the others. As a result, the corporate job bundle may come
up witha 1, a 7, a 15, or a 20 as its average empowerment rating. The
average could be any number on the scale, but the job itself will be
comprised of a fairly homogenized bundle of tasks all rated about the
same. In other words the job will be pegged to a position in a 1 to 20
hierarchy and all its component tasks will be at that rank or just a bit
above or below. Rose gets mostly 5s, some 4s and 6s. Robert gets
mostly 17s, some 16s and 18s.

Now suppose we switch to the participatory economic workplace.
There are quite a few differences in tasks due to the transition to a
new type of economy, for reasons to be discovered as we proceed, but
still it is a long list. The tasks are of course still differentiated in terms
of their empowerment effects, just as in the capitalist economy and we



again rank each one of them from 1 to 20 (though there are fewer at
the low end than before). However their combination into parecon jobs
changes dramatically. Instead of combing a bunch of 6s into a 6 job,
and a bunch of 18s into an 18 job, every job is now a combination of
tasks of varied levels such that each job in the workplace has the same
average grade. Maybe the workplace is a coal mine and the average is
4 or maybe it is a factory and the average is 7 or it is a school and the
average is 11 or it is a research center and the average is 14.
Whatever the average for the unit is, everyone who works there has a
job whose combination of tasks yields the same average. In the coal
mine, where the average is 4, jobs may have tasks that are all rated 4,
or maybe a job has some 7s, 4s and 2s but it averages to 4. In the
research plant someone may have all 14s, or maybe a 4 and 5, a
bunch of 13s, 14, and 15s, and a 19 or 20. The point is that every
worker has a job. Every job has many tasks. The tasks are suited to the
worker and vice versa, so the tasks combine into a sensible agenda of
responsibilities. The average empowerment impact of the sum of tasks
in any job in any workplace is the same as the average empowerment
for all other jobs in that workplace. When the workers come together in
their workers’ councils, whether for work-teams, units, divisions, or the
whole workplace, there is no subset of workers whose conditions have
prepared them better and left them more energetic or provided them
greater relevant information or skills relative to everyone else, such
that they will predictably dominate debate and outcomes. The
preparation for participation owing to involvement in the daily life of
the workplace is essentially equalized. Of course, in real circumstances
the procedures of job balancing are not precisely as we describe above
but involve a steady meshing and merging of tasks into jobs, with
workers grading the overall combinations and bringing these into
accord with each other by tweaking the combinations far more fluidly
than parceling out all tasks as if from some gigantic menu. But the
graphic image conveys the relevant reality.

Now, whether having balanced job complexes is efficient or not,
whether it can get economic functions completed with a high level of
competence or not, and whether it is compatible with the other
institutions of a participatory economy or not, are all matters that have
to wait until we have provided a more complete picture of the overall
system. But what should be clear already is if it turns out to be
preferred and desirable, there is no law of nature or of “job definitions”
that precludes doing as we have suggested to a reasonably high
degree of attainment of the end sought. Of course it cannot be perfect.
There is no perfect grading of tasks, no perfect meshing of graded
tasks into balanced jobs, and thus no perfect balancing. This is a social
dynamic enacted by human beings in complex circumstances. But
short of perfection, we can easily balance job complexes in each



workplace quite well, tweaking the results over time to get an ever
more just allocation. Still, even recognizing that we could achieve this,
and even assuming efficiency and compatibility with the rest of the
economy (to be addressed later), there is a problem.

We should add a clarification to avoid a possible confusion. Balancing
empowerment across jobs is not the same as balancing the amount or
type of intellect required for that job. That is, if you do some highly
abstract theoretical physics that only two other people on Earth can
understand, your activity is not necessarily immensely more
empowering than my helping decide how we can best build
automobiles or when the chef at a restaurant decides how to best cook
a meal. If it were simply a question of intellect, then arguably no
amount of balancing is going to get me and Hawking equalized.
Thinking about unified fields requires too much intellect to balance. But
when we are talking about empowerment, there are empowering tasks
in all kinds of workplaces, including those that involve figuring out how
to best do other jobs, how to best satisfy consumers, how to plan for
the future, etc., and thinking about elementary particles or cosmic
black holes actually is not all that socially empowering.

In balancing job complexes within each workplace for equal
empowerment, the goal was to prevent the organization and
assignment of tasks from preparing some workers better than others
to participate in decision-making at that workplace. But balancing job
complexes within workplaces does not guarantee that work life will be
equally empowering across workplaces. One workplace could average
out at 7, another at 14, to use the hypothetical example from earlier,
or at 3 and 18, for that matter. In such cases, those in the more
empowering industries would be far better able to manifest their
preferences throughout the broader economy. Indeed, over time, they
could further polarize workplaces in the economy, with a subset of
workplaces housing all the most empowering jobs and with the least
empowering work ghettoized off into (huge) disempowering and menial
workplaces—with the former of course overseeing and ruling the latter.
Since this is obviously not our aim, we deduce that establishing
conditions for a truly participatory and equitable economy requires
cross workplace balancing in addition to balancing within each
workplace.

The only way to balance for desirability and empowerment (or even for
either alone) across workplaces is to have people spend time outside
their primary workplace offsetting advantages or disad- vantages that
its average may have compared to the overall societal average. If you
work in a coal mine that is a 4, and society is a 7, you get to work
considerable time outside the mines in another venue, raising your



average to 7. If you work in a research facility that is a 13 in a society
whose average is a 7, you would have to work outside that facility a
considerable chunk of each week at rather onerous tasks to get down
to the overall average of 7. How does a participatory economy
calibrate these balances? For that matter, how do people wind up
working in a particular workplace in the first place?

Though the full answer requires a full picture of a participatory
economy, including its means of allocation, we cannot reasonably go
any further regarding job complexes without providing at least some
clarification. In a participatory economy, everyone will naturally have
the right to apply for work wherever they choose, and every workers’
council will have the right to add any members they wish (using
appropriate decision-making methods, of course). We have no choice
but to wait until after describing participatory allocation to analyze
when and why workers’ councils would wish to add or release
members, but for now it is sufficient to know that once the economy
has a work agenda for the coming period, each workers’ council may
have a list of openings for which anyone can freely apply. So any
worker could apply for any opening and move to a new workers’
council that wants them should they prefer it to their present council.

In this respect, parecon job changing is superficially like changing jobs
in a typical capitalist economy. But while the situation /looks a bit like a
traditional labor market, it is ultimately quite different. First, in a
traditional labor market, people generally change employment to win
higher pay or to enjoy working conditions generally considered more
desirable, not solely conditions they themselves prefer. But since a
parecon balances job complexes across as well as within workplaces,
and since it remunerates effort and sacrifice (as we will soon describe),
people will be unable to attain these traditional goals by changing
workplaces. Instead, everyone already will have average job quality
and income conditions, and thus also an instance of the best available
income and job conditions. On the other hand, if a person would prefer
a different group of workmates, or working at a different combination
of tasks due to his or her personal priorities and interests, of course
she or he might have a very good reason to apply for a new job,
perhaps even at a new workplace. However, to the extent that job
complexes are balanced and pay is for effort and sacrifice only,
personal reasons will be the only motives to move. Conversely,
people’s freedom to move to other workplaces will provide a check on
the effectiveness of balancing job complexes across workplaces.
Higher pay will not be available by changing jobs, nor will objectively
better work conditions, since pay and conditions will be balanced.



Just as workers must balance jobs internally in each workplace through
a flexible rating process (whose exact character would vary from
workplace to workplace), so will delegates of workers from different
councils and industries develop a flexible rating process to balance
across workplaces. As one plausible solution, there could be “job
complex committees” both within each workplace and for the economy
as a whole. The internal committees would be responsible for
proposing ways to combine tasks and assign work times to achieve
balanced work complexes within workplaces. The economy-wide
committees arrange positions for workers in less desirable and less
empowering primary workplaces some time in more desirable and
more empowering environments, and vice versa. Within a workplace, it
would become clear that more fine-tuning of job assignments was
required when more and more or fewer and fewer members of a
workers’ council apply for one job or another. Similarly, the need for
better balancing of conditions and job complexes across workplaces
becomes evident the same way; that is, through excessive (or
minimal) applications to switch to one workplace or another.

It should be clear that creating perfectly balanced job complexes is
theoretically possible. But can it be done in real life situations? Of
course not. We are not talking about pure geometry nor even the
engineering of plastics. We are talking about people and social
arrangements. But the point is, it can be done quite well, with
deviations and errors being only deviations and errors, not systematic
biases. Over time errors will not multiply or snowball, but will instead
be corrected. And most important, the entire process is democratic.
There is no elite that bends everyone else to their will and each person
winds up in circumstances collectively agreed upon by procedures
respecting their appropriate input. If we combine our best effort at
creating balanced job complexes with well-designed democratic
councils, we attain a venue favorable to non-hierarchical production
relations that will promote equity and participation and will facilitate
appropriate voting patterns. Still, you may reasonably wonder, in
practical real world situations, could workers really rate and combine
tasks to define balanced job complexes within and across workplaces
even reasonably well, much less very well as we suggest?

Provided we understand that we are talking about a social process that
never attains perfection, but that does fulfill workers’ own sense of
balance, the answer is surely yes.

The idea is that workers within each workplace would engage in a
collective evaluation of their own circumstances. As a participatory
economy emerged from a capitalist or a market or centrally planned
socialist past, naturally there would be a lengthy discussion and debate



about the characteristics of different tasks. But once the first
approximation of balanced complexes within a workplace had been
established, regular adjustments would be relatively simple. For
example, if the introduction of a new technology changed the human
impact of some tasks, thereby throwing old complexes out of balance,
workers would simply move some responsibilities within and across
affected complexes to re-establish desirable balance, or they might
change the time spent at different tasks in affected complexes, to
attain that new balance.

The new balance need not and could not be perfect, just as the old one
wasn’t, nor would the adjustments be instantaneous, nor would
everyone be likely to agree completely with every result of a
democratic determination of combinations. And of course individual
preferences that deviate from one’s workmates preferences would
determine who would choose to apply for which balanced job complex.
If | am less bothered by noise but more bothered by dust, | will prefer a
complex whose rote component is attending noisy machinery rather
than a complex with a sweeping detail. You may have opposite
inclinations.

In practice, balancing between workplaces would be a bit more
complicated. How would arrangements be made for workers to have
responsibilities in more than one workplace? Over time, balancing
across workplaces would be determined partly through a growing
familiarity with the social relations of production, partly as a result of
evaluations by specific committees whose job includes rating
complexes in different plants and industries, and partly as a result of
the pattern of movement of workers. That all this is possible within
some acceptable range of error and of dissent ought to be obvious.
Those wanting to see a more detailed description of the specific
division of tasks into jobs in and across some hypothetical workplaces
will have that chance in part Il of this book, and can do so at the
parecon website (www.parecon.org), as well.

Basically, participatory economic job complexes would be organized so
that every individual would be regularly involved in both conception
and execution tasks, with comparable empowerment and quality of life
circumstances for all. The precision of the balance would depend on
many factors, and would improve over time. At any rate, no individual
would ever permanently occupy positions that would present him or
her unusual opportunities to accumulate influence or knowledge. Every
individual would be welcomed to occupy positions that guaranteed him
or her an appropriate amount of empowering tasks. In essence, the
human costs and benefits of work would be equitably distributed.
Corporate organization would be relegated to the dustbin of history,



with council organization and balanced job complexes taking its place.
The question that remains, of course, is whether—in concert with other
essential innovations of a participatory economy—employing balanced
job complexes would have as much positive impact for solidarity,
equity, diversity, and self-management as we seek, whether this would
permit effective utilization of talents and resources to produce desired
outputs, and also whether it would have other undesirable effects that
mitigated these virtues. We address these questions in upcoming
chapters.

Chapter 7

Remuneration

In a society of an hundred thousand families, there will perhaps be one hundred who
don’t labour at all, and who yet, either by violence, or by the more orderly oppression
of law, employ a greater part of the labour of society than any other ten thousand in
it. The division of what remains, too ... is by no means made in proportion to the
labour of each individual. On the contrary those who labour most get least. The
opulent merchant, who spends a great part of his time in luxury ... enjoys a much
greater proportion of the profits ... than all the Clerks and Accountants who do the
business. These last, again, enjoying a great deal of leisure, and suffering scarce any
other hardship besides the confinement of attendance, enjoy a much greater share of
the produce, than three times an equal number of artisans, who, under their
direction, labour much more severely ..... The artisan again, tho’ he works generally
under cover, protected from the injuries of the weather ... and assisted by the
convenience of innumerable machines, enjoys a much greater share than the poor
labourer who has the soil and the seasons to struggle with, and, who while he affords
the materials for supplying the luxury of all the other members of the common
wealth, and bears, as it were, upon his shoulders the whole fabric of human society,
seems himself to be buried out of sight in the lowest foundations of the building.

— Adam Smith

How can a rational being be ennobled by
anything that is not obtained by its own exertion?
— Mary Wollstonecraft

What claim should each worker have on consumption goods, based on
their involvement in the economy? Earlier we discussed the logic and
morality of different approaches to defining and pursuing equity, and
arrived at the conclusion that if people are able to work they should be
remunerated for the effort or sacrifice they expend in contributing to
the social product, and if they are not able to work they should be
remunerated at some appropriate level based on social averages and



special needs. Everyone might also enjoy certain basic guaranteed
provisions—health care and education, for example—depending on
what the society democratically deter- mines it can afford.

This orientation establishes that no one should have claims on output
on the basis of owning some means of production. No one should have
claims on output on the basis of bargaining power. No one should have
claims on output on the basis that they put a larger sum into the social
product than others by using some special genetic endowment or
talent or size, or due to having some highly productive learned skill,
better tools, or more productive work- mates, or because they happen
to produce things that are more highly valued. Rather, each worker
should have a claim on output in proportion to the relative magnitude
of the effort or sacrifice that they expend in their socially useful work.

There is another angle from which we can see this. Why, if we believe
in equality, don’t we give everybody one car, one tennis racquet,
seven plums, thirteen books (one by Jacqueline Suzanne, one by
Chomsky, etc.), and two green shirts? The answer, of course, is that
being equally deserving does not mean that people have the same
preferences. We want people to have the freedom to follow diverse
preferences, but equality does imply that people shouldn’t draw more
from the public supply than anyone else. Okay, so what if | prefer
leisure time to an extra shirt? Shouldn’t | be allowed to take my
“benefits” partly in extra time? Of course. Therefore, rewarding
according to effort is another way of saying that we are all rewarded
equally, but that some will choose shirts, some movies, some leisure or
less stressful or onerous time at work, and some saving for next year.

But are we sure what all this means? And, once sure, do we have any
idea how it can occur? Though we did address the meaning of the aim
when we highlighted our new values earlier, given how controversial
the approach is, it will not hurt to recapitulate its logic here. We will
then move on to the issue of implementation.

The Logic of Remunerative Justice

Private enterprise market (capitalist) economies distribute
consumption opportunities according to personal contribution to social
output plus the contribution of property owned, with large allowance,
in practice, for the impact of bargaining power. Public enterprise
market economies (market socialist or what we call “market
coordinatorist” economies) distribute consumption opportunities
according to personal contribution only, having removed ownership of



productive property from the equation, but with allowance, again, for
the impact of bargaining power.

We claim these approaches are inequitable in that they reward people
for what does not deserve reward (such as a deed in one’s pocket,
advantageous circumstances, or special genetic endowment); mis-
reward people for things that do deserve reward if they are onerous
(such as training and education); and do not properly reward people
for what they have control over, are responsible for, and do merit
compensation for—that is, the pain and loss they undergo while
contributing to the social product. Contrary to these familiar norms of
remuneration, we propose that desirable economies ought to distribute
consumption opportunities only according to effort or sacrifice.

Whereas differences in contribution to output will derive from
differences in talent, training, job assignment, tools, luck, and effort, if
we define effort as personal sacrifice for the sake of the social
endeavor, only effort merits compensation. Of course effort can take
many forms. It may be longer work hours, less pleasant work, or more
intense, dangerous, or unhealthy work. It may consist of training that is
less gratifying than the training experiences others undergo or than
the work others do during the same period.

The implications of rewarding property a