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Social Cost & Benefit in Parecon 
By After the Oligarchy 6/4/2022 for members of ParticipatoryEconomy.org forum  

 

What is this document? These are notes I’ve made trying to investigate and clarify some issues in 

Parecon for myself. It focuses on the calculation of social benefits and costs and the consequences of 

that. 

This document is divided into two main sections, each focusing on a single question. 

The first question is about the viability of the SB/SC ratio as a metric of ‘socially responsible’ 

production plans. 

The second question is about the consequences of the separation of the opportunity cost of labour 

from the wages paid to workers themselves. 

Prof. Hahnel and I began a discussion about these topics in this After the Oligarchy interview (first 20 

mins): https://www.youtube.com/watch?v=bPw7qtsjdcA. (Transcript: 

https://aftertheoligarchy.com/2022/03/17/robin-hahnel-interview-on-participatory-economics-part-

3-worker-councils-social-benefit-labour-cost-automation) 

And in another interview yet to be released.  

 

Question 1 – SB/SC Ratio Issues 

 

Default Situation in Parecon 
 

First I’m going to describe the default situation, the way Parecon is presented now. 

I’m going to use the following notation as shorthand (social Ratio R and social Difference D): 

𝑅 =
𝑆𝐵

𝑆𝐶
 

𝐷 = 𝑆𝐵 − 𝑆𝐶 

 

Average Wage Cap and Total Wage Bill 
 

At present, in a worker council the average income per worker wcap (i.e. the avg. effort cap) equals 

the base WC income per worker wbase times the social ratio: 

𝑤𝑐𝑎𝑝 = 𝑤𝑏𝑎𝑠𝑒𝑅 

So if 

𝑤𝑏𝑎𝑠𝑒 = 50,000
€

𝑤𝑜𝑟𝑘𝑒𝑟
 

https://www.youtube.com/watch?v=bPw7qtsjdcA
https://aftertheoligarchy.com/2022/03/17/robin-hahnel-interview-on-participatory-economics-part-3-worker-councils-social-benefit-labour-cost-automation
https://aftertheoligarchy.com/2022/03/17/robin-hahnel-interview-on-participatory-economics-part-3-worker-councils-social-benefit-labour-cost-automation
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𝑅 = 1.1 

Then 

𝑤𝑐𝑎𝑝 = (50,000
€

𝑤𝑜𝑟𝑘𝑒𝑟
) (1.1) = 55,000

€

𝑤𝑜𝑟𝑘𝑒𝑟
 

Then the total wages paid to the enterprise are the average wage per worker times the number of 

workers: 

𝑊𝑡𝑜𝑡 =  𝑙𝑤𝑐𝑎𝑝 

With 𝑙 = 100 𝑤𝑜𝑟𝑘𝑒𝑟𝑠, 

𝑊𝑡𝑜𝑡 = (100 𝑤𝑜𝑟𝑘𝑒𝑟𝑠) (55,000
€

𝑤𝑜𝑟𝑘𝑒𝑟
) 

= 550,000 € 

Social Ratio R 

 
I’m going to talk about SB – SC as ‘profit’ for concision and clarity, but I’m aware it is not the same as 

capitalist profit. 

The SB/SC ratio R is a function of the profit margin, where 

𝑝𝑟𝑜𝑓𝑖𝑡 𝑚𝑎𝑟𝑔𝑖𝑛 = 𝑚 =
𝑆𝐵 − 𝑆𝐶

𝑆𝐵
 

Profit margin m relates to social ratio R like this: 

𝑅 =
1

1 − 𝑚
 

=
1

1 −
𝑆𝐵 − 𝑆𝐶

𝑆𝐵

=
𝑆𝐵

𝑆𝐶
 

 

So using R as a metric is basically using profit margin as the target. The only difference is that m is a 

linear function of profit margin, R is a non-linear function (one of many possible functions). Profit 

margin ranges from 0 to 1 (or 0% to 100%). 

This is not the same as, for example, using D as a metric. D is profit, i.e. profit in absolute terms. 

Profit ranges from €0 to €infinity. (Just out of interest, profit D can be written in terms of profit 

margin as D = SB x m). 

I presume the motivation to use R was basically as a normalised version of D.  

So even for an absurdly large D, meaning an absurdly large profit margin of, say, 90% 

𝑚 = 0.9 

𝑅 =
𝑆𝐵

𝑆𝐶
=

1

1 − 𝑚
 

=
1

1 − 0.9
= 10 
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R does not go stratospheric (even if revenue SB is in the millions). 

And for a more reasonable profit margin of, say, 20% 

𝑚 = 0.2 

𝑅 =
𝑆𝐵

𝑆𝐶
=

1

1 − 𝑚
 

=
1

1 − 0.2
= 1.25 

R stays quite close to 1. In fact it only gets to 2 when profit reaches 50%.  

 

 

Figure 0.1 - R as a function of profit margin m. Stays close to 1 for typical profit margins. Reaches 2 at 50%. Heads to infinity 
at asymptote at 100%. 
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Problems with R and Initial Attempts at using D 
 

The problem is that profit margin m doesn’t include information about profit D in absolute terms. So 

a couple of children selling muffins could have a profit margin m of 50% but only make a profit of 

€10 (silly example but the point is made). Whereas an enterprise producing medical imaging 

equipment might only make a profit margin of 5% but make a total profit of €10,000,000. 

There are three problems here: 

• Firstly, that the workers in an enterprise could receive a full income when the enterprise 

produces much less than they will claim in consumption (e.g. the muffins example above). 

• Secondly, that those workers could actually get a higher income than workers in another 

enterprise which produces a much higher net benefit albeit with a lower profit margin. 

• Thirdly, if the aim is to maximise net social benefit in production, this is maximising D, not R. 

I’m not clear on the extent to which these metrics coincide but I can think of some obvious 

cases where they don’t. 

I did some thinking about how to address that. In short, I tried defining a new function f(D) which 

includes information about profit D.  

The idea is to introduce a new function f(𝐷𝑠) such that: 

𝑤𝑐𝑎𝑝 = 𝑤𝑏𝑎𝑠𝑒𝑓(𝐷) 

With upper and lower bounds on f: 

𝑓𝑚𝑖𝑛 ≤ 𝑓(𝐷) ≤ 𝑓𝑚𝑎𝑥  

Assuming proposals with D < 0 are rejected (this is equivalent to rejecting proposals with SB/SC < 1). 

𝐷 ≥ 0 

If you want to include information on the profit margin also, you can do that through some function 

g(m): 

𝑤𝑐𝑎𝑝 = 𝑤𝑏𝑎𝑠𝑒𝑓(𝐷)𝑔(𝑚) 

But I’m not going to do that here. 

This function f has an upper and lower bound. The upper bound is some value fmax which defines the 

maximum wage per worker, i.e. the maximum income inequality society is willing to allow. So if fmax 

= 3, and the base wage per worker is €50k/worker, then the maximum wage per worker is 

€150k/worker. Of course, the real maximum wage could be higher due to sacrifice ratings but let’s 

not get into that here! 

Then there is the question of fmin. Basically, should it equal 1 or equal 0? 

If the lower bound is zero, that means that the minimum wage per worker is zero. The pro is that 

this effectively closes the loophole on very unproductive worker councils but which have profit 

margin ≥ 0. The con is that there are now some issues about minimum wage per worker, rather than 

there being an concrete floor below which no worker council fell. 

If the lower bound is one, this doesn’t close the loophole, but the concrete floor is maintained. That 

is, no worker council will receive an average wage per worker lower than the base rate wbase. 
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Though there are complications about the exact level at which wbase is set, and the slope of the 

function f. 

Example Functions for f 
 

This part is only for people who want to see what functions one might use for f. 

For a lower bound of 1: 

𝐷 → ∞, 𝑓 → 𝑓𝑚𝑎𝑥 

𝐷 = 0, 𝑓 = 1 

One example is 

1 ≤ 𝑓(𝐷) ≤ 𝑓𝑚𝑎𝑥  

𝑓 = 𝑓𝑚𝑎𝑥 − 𝑒(ln(𝑓𝑚𝑎𝑥−1)−𝐷𝑠) 

 

 

 

Another possible function would be a sigmoid, such as:  
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For a lower bound of zero 

0 ≤ 𝑓(𝐷) ≤ 𝑓𝑚𝑎𝑥  

 

So: 

𝐷 → ∞, 𝑓 → 𝑓𝑚𝑎𝑥 

𝐷 = 0, 𝑓 = 0 

An example function would be 

𝑓 = 𝑓𝑚𝑎𝑥(1 − 𝑒−𝐷) 

 

 

Three Income Rules 

 
Finally let’s consider three different income rules for an enterprise. 

1. Profit Margin Rule: R 

2. Profit Rule: D (fmax = 1) 

3. Profit Rule: D (fmax = 0) 

 

1 – Profit Margin Rule 

 
Determining worker council income by the profit margin alone: 

𝑤𝑐𝑎𝑝 = 𝑤𝑏𝑎𝑠𝑒𝑅 
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Case A 

A small enterprise producing extremely small profit (~0) at a profit margin of 10% would have: 

𝑤𝑐𝑎𝑝 = 𝑤𝑏𝑎𝑠𝑒𝑅 

= (50𝑘 €/𝑤𝑜𝑟𝑘𝑒𝑟)(1.11) = 55.5𝑘 €/𝑤𝑜𝑟𝑘𝑒𝑟 

Case B 

An enterprise with a very large output producing extremely large profit at a profit margin of 3% 

would have: 

𝑤𝑐𝑎𝑝 = 𝑤𝑏𝑎𝑠𝑒𝑅 

(50𝑘 €/𝑤𝑜𝑟𝑘𝑒𝑟)(1.03) = 51.5𝑘 €/𝑤𝑜𝑟𝑘𝑒𝑟 

The result is that the workers in an enterprise breaking even makes ~equal income to that of an 

enterprise producing great net benefit.  

2 - Profit Rule (lower bound = 1) 
 

Determining WC income by profit alone: 

𝑤𝑐𝑎𝑝 = 𝑤𝑏𝑎𝑠𝑒𝑓(𝐷) 

 

Case A 

A small enterprise producing extremely small profit at a profit margin of 10% would have: 

𝑤𝑐𝑎𝑝 = 𝑤𝑏𝑎𝑠𝑒𝑓(𝐷) 

= 𝑤𝑏𝑎𝑠𝑒𝑓(0) 

= 𝑤𝑏𝑎𝑠𝑒𝑓𝑚𝑖𝑛  

= (50𝑘 €/𝑤𝑜𝑟𝑘𝑒𝑟)(1) = 50𝑘 €/𝑤𝑜𝑟𝑘𝑒𝑟 

Case B 

An enterprise with a very large output producing extremely large profit at a profit margin of 3% 

would have: 

𝑤𝑐𝑎𝑝 = 𝑤𝑏𝑎𝑠𝑒𝑓(∞) 

= 𝑤𝑏𝑎𝑠𝑒𝑓𝑚𝑎𝑥   

(50𝑘 €/𝑤𝑜𝑟𝑘𝑒𝑟)(3) = 150𝑘 €/𝑤𝑜𝑟𝑘𝑒𝑟 

The result is that while the breakeven WC still achieves base income, the WC with huge net benefit 

achieves a higher income. 

 

3 – Profit Rule (lower bound = 0) 
 

Again, determining WC income by profit alone: 
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𝑤𝑐𝑎𝑝 = 𝑤𝑏𝑎𝑠𝑒𝑓(𝐷) 

 

Case A 

A small enterprise producing extremely small profit (~0) at a profit margin of 10% would have: 

𝑤𝑐𝑎𝑝 = 𝑤𝑏𝑎𝑠𝑒𝑓(𝐷) 

= 𝑤𝑏𝑎𝑠𝑒𝑓(0) 

= 𝑤𝑏𝑎𝑠𝑒𝑓𝑚𝑖𝑛  

= (50𝑘 €/𝑤𝑜𝑟𝑘𝑒𝑟)(0) = 0 €/𝑤𝑜𝑟𝑘𝑒𝑟 

Meaning, in effect, the WC would be unviable. 

Case B 

An enterprise with a very large output producing extremely large profit at a low profit margin of 3% 

would have: 

𝑤𝑐𝑎𝑝 = 𝑤𝑏𝑎𝑠𝑒𝑓(∞) 

= 𝑤𝑏𝑎𝑠𝑒𝑓𝑚𝑎𝑥  

(50𝑘 €/𝑤𝑜𝑟𝑘𝑒𝑟)(3) = 150𝑘 €/𝑤𝑜𝑟𝑘𝑒𝑟 

 

This has the desirable effect of closing the loophole which the WC in Case A was, arguably, 

exploiting. However, it has the undesirable effect of setting the minimum WC average income at 

zero. Though, with a sufficiently steep initial slope, the parameters could be set so that any firm 

producing ‘reasonable’ baseline profit (net benefit) would achieve nominal income. 

 

Conclusion on Section 1 
 

I’ve outlined what are in my view the advantages and disadvantages of using R as a metric. I 

proposed some tentative solutions or pointed towards the direction of some solutions by 

introducing new metrics which are a function of D. 
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2 – Another Metric: Net Benefit per Worker 
 

Motivation – The Problem / Question 
 

In Parecon the income a worker receives for their labour is separated from the opportunity cost of 

that labour to society. So if a worker has rare and highly demanded skills (e.g. neuro-surgeon) and 

thus their labour has a very high opportunity cost (e.g. €200,000), their income will not equal to or 

be primarily determined by this opportunity cost.  

Equally, if a worker has common skills (e.g. putting a leaflet through the letter box) and thus their 

labour has low opportunity cost (e.g. €20,000), their income will not equal to or be primarily 

determined by this opportunity cost. 

Rather, their income will be determined by the average income per worker allocated to the 

enterprise via the plan, modified by internal distributions according to ‘sacrifice rating’. 

Basically it sets (i) a wage floor: you will receive a socially inclusive wage as long as you are 

performing socially useful labour, and it sets (ii) a wage ceiling: your wage will not exceed some 

threshold even if the opportunity cost of your labour does. 

That helps control income inequality and dampen the power of the coordinator class. So far so good. 

I’m just trying to work out what the precise contours of that are. Because that means, by design, 

that within a given enterprise there will be workers receiving a wage that exceeds the opportunity 

cost of their labour (measured as a user fee). And surely, also, there will be enterprises where the 

total wage bill exceeds the total opportunity cost of labour (user fees).  

And if I’m not mistaken, if the system of calculating the opportunity cost of labour in Parecon is 

functioning properly, it is supposed to be on the basis of the productivity of labour (i.e. the Social 

Benefit generated by employing 1 unit of that type of labour). The opportunity cost of labour is 

calculated through an auction for a finite supply of categories of labour, and worker councils are 

making demands presumably on the basis of producing Social Benefit with that labour.  

So that means that in total workers in that enterprise will be claiming more in consumption than the 

productivity of their labour (?).  

That might be fine and how the system is supposed to function, but I’d like a way to quantify that so 

that the incentives can be clarified to ensure there aren’t any perverse snags. In a nutshell, how 

balanced do you want enterprises to be in this regard? Do you want half the enterprises to be a net 

drain on consumption and the other half to be a net contributor? Or do you want to limit the former 

to 20% or 5%?  

So that is what I’m trying to do here. I don’t think I’ve succeeded, but I’ve at least partly clarified 

things for myself. 
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Background 
 

The conclusion I came to is that even D is an incomplete metric because it only measures the net 

benefit of the enterprise on the production side. It doesn’t weigh that against the claim the workers 

in that enterprise will make on consumption through wages. Profit D only includes information on 

the opportunity cost of labour, not the claim of labour on final goods/services. 

D is the net contribution of the enterprise’s production (i.e. outputs minus inputs) to the social 

product. 

However, there is also 𝑊𝑡𝑜𝑡𝑎𝑙 the total claim of the enterprise on the social product via wages 

received which are spent on final consumption. 

Net Contribution Z 
 

Z is the net contribution to the social product of a particular enterprise, including both production 

and final consumption: 

𝛧 = 𝐷 − 𝑊𝑡𝑜𝑡𝑎𝑙 

𝐷 = 𝑛𝑒𝑡 𝑏𝑒𝑛𝑒𝑓𝑖𝑡 𝑝𝑟𝑜𝑑𝑢𝑐𝑒𝑑 𝑏𝑦 𝑒𝑛𝑡𝑒𝑟𝑝𝑟𝑖𝑠𝑒 (€) 

𝑊𝑡𝑜𝑡𝑎𝑙 = 𝑡𝑜𝑡𝑎𝑙 𝑤𝑎𝑔𝑒𝑠 𝑟𝑒𝑐𝑒𝑖𝑣𝑒𝑑 𝑏𝑦 𝑤𝑜𝑟𝑘𝑒𝑟𝑠 𝑖𝑛 𝑒𝑛𝑡𝑒𝑟𝑝𝑟𝑖𝑠𝑒 (€) 

𝑍 = 𝑛𝑒𝑡 𝑐𝑜𝑛𝑡𝑟𝑖𝑏𝑢𝑡𝑖𝑜𝑛 𝑏𝑦 𝑒𝑛𝑡𝑒𝑟𝑝𝑟𝑖𝑠𝑒 (€) 

There are three cases: 

{

𝑍 > 0, 𝑛𝑒𝑡 𝑏𝑒𝑛𝑒𝑓𝑖𝑡 𝑔𝑟𝑒𝑎𝑡𝑒𝑟 𝑡ℎ𝑎𝑛 𝑐𝑙𝑎𝑖𝑚 𝑜𝑛 𝑐𝑜𝑛𝑠𝑢𝑚𝑝𝑡𝑖𝑜𝑛

𝑍 = 0,    𝑛𝑒𝑡 𝑏𝑒𝑛𝑒𝑓𝑖𝑡 𝑒𝑞𝑢𝑎𝑙 𝑡𝑜 𝑐𝑙𝑎𝑖𝑚 𝑜𝑛 𝑐𝑜𝑛𝑠𝑢𝑚𝑝𝑡𝑖𝑜𝑛
𝑍 < 0,    𝑛𝑒𝑡 𝑏𝑒𝑛𝑒𝑓𝑖𝑡 𝑙𝑒𝑠𝑠 𝑡ℎ𝑎𝑛 𝑐𝑙𝑎𝑖𝑚 𝑜𝑛 𝑐𝑜𝑛𝑠𝑢𝑚𝑝𝑡𝑖𝑜𝑛

 

(Assuming zero savings so wages = consumption). 

If you want, this can also be cast in per worker terms: 

𝑑 = 𝑛𝑒𝑡 𝑏𝑒𝑛𝑒𝑓𝑖𝑡 𝑝𝑟𝑜𝑑𝑢𝑐𝑒𝑑 𝑝𝑒𝑟 𝑤𝑜𝑟𝑘𝑒𝑟 (
€

𝑤𝑜𝑟𝑘𝑒𝑟
) 

𝑙 = 𝑛𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑤𝑜𝑟𝑘𝑒𝑟𝑠 (𝑤𝑜𝑟𝑘𝑒𝑟𝑠) 

𝑧 = 𝑛𝑒𝑡 𝑐𝑜𝑛𝑡𝑟𝑖𝑏𝑢𝑡𝑖𝑜𝑛 𝑡𝑜 𝑐𝑜𝑛𝑠𝑢𝑚𝑝𝑡𝑖𝑜𝑛 𝑝𝑒𝑟 𝑤𝑜𝑟𝑘𝑒𝑟 (
€

𝑤𝑜𝑟𝑘𝑒𝑟
) 

𝑑 =
𝐷

𝑙
 

𝑤𝑐𝑎𝑝 =
𝑊𝑡𝑜𝑡𝑎𝑙

𝑙
 

𝑧 =
𝑍

𝑙
 

𝑧 = 𝑑 − 𝑤𝑐𝑎𝑝 

 

Now compare d with the average wage per worker 𝑤𝑐𝑎𝑝 for the enterprise: 
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Again, are three cases: 

{

𝑧 > 0, 𝑛𝑒𝑡 𝑏𝑒𝑛𝑒𝑓𝑖𝑡 𝑝𝑒𝑟 𝑤𝑜𝑟𝑘𝑒𝑟 𝑔𝑟𝑒𝑎𝑡𝑒𝑟 𝑡ℎ𝑎𝑛 𝑐𝑙𝑎𝑖𝑚 𝑜𝑛 𝑐𝑜𝑛𝑠𝑢𝑚𝑝𝑡𝑖𝑜𝑛 𝑝𝑒𝑟 𝑤𝑜𝑟𝑘𝑒𝑟

𝑧 = 0, 𝑛𝑒𝑡 𝑏𝑒𝑛𝑒𝑓𝑖𝑡 𝑝𝑒𝑟 𝑤𝑜𝑟𝑘𝑒𝑟 𝑒𝑞𝑢𝑎𝑙 𝑡𝑜 𝑐𝑙𝑎𝑖𝑚 𝑜𝑛 𝑐𝑜𝑛𝑠𝑢𝑚𝑝𝑡𝑖𝑜𝑛 𝑝𝑒𝑟 𝑤𝑜𝑟𝑘𝑒𝑟
𝑧 < 0, 𝑛𝑒𝑡 𝑏𝑒𝑛𝑒𝑓𝑖𝑡 𝑝𝑒𝑟 𝑤𝑜𝑟𝑘𝑒𝑟 𝑙𝑒𝑠𝑠 𝑡ℎ𝑎𝑛 𝑐𝑙𝑎𝑖𝑚 𝑜𝑛 𝑐𝑜𝑛𝑠𝑢𝑚𝑝𝑡𝑖𝑜𝑛 𝑝𝑒𝑟 𝑤𝑜𝑟𝑘𝑒𝑟

 

 

Concrete Examples 
 

Now let’s consider some concrete examples. Assume that for each enterprise that the allocated 

average income per worker 𝑤𝑐𝑎𝑝 is some function of m, R, or D like we had in Section 1; the 

important part being that it isn’t a function of z or Z. 

Example - Enterprise A 
 

Taking a concrete example, in Enterprise A: 

𝑙 = 100 𝑤𝑜𝑟𝑘𝑒𝑟𝑠 

𝐷 = 1,000,000 € 

𝑤𝑐𝑎𝑝 = 50,000
€

𝑤𝑜𝑟𝑘𝑒𝑟
 

 

Therefore total income received by workers in Enterprise A is: 

𝑊𝑡𝑜𝑡 = (𝑙)(𝑤𝑐𝑎𝑝) = (100 𝑤𝑜𝑟𝑘𝑒𝑟𝑠) (50,000
€

𝑤𝑜𝑟𝑘𝑒𝑟
) 

= 5,000,000 € 

Representing the total claim of the workers in Enterprise A on consumption (on the social product of 

the whole economy). 

The net benefit D represents the net product of Enterprise A, i.e. the total contribution to the social 

product minus that part of the social product used during production. 

In this case 

𝑍 = 𝐷 − 𝑊𝑡𝑜𝑡 = 1,000,000 − 5,000,000 € 

= −4,000,000 € 

This means that workers in Enterprise A will claim €4 mil more of the social product than they have 

produced, representing a net drain on total consumption. 

Example – Enterprise B 
 

Taking a different concrete example, in Enterprise B: 

𝑙 = 100 𝑤𝑜𝑟𝑘𝑒𝑟𝑠 

𝐷 = 7,000,000 € 

𝑤𝑐𝑎𝑝 = 50,000
€

𝑤𝑜𝑟𝑘𝑒𝑟
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Therefore total income received by workers in Enterprise B is: 

𝑊𝑡𝑜𝑡 = (𝑙)(𝑤𝑐𝑎𝑝) = (100 𝑤𝑜𝑟𝑘𝑒𝑟𝑠) (50,000
€

𝑤𝑜𝑟𝑘𝑒𝑟
) 

= 5,000,000 € 

In this case 

𝑍 = 𝐷 − 𝑊𝑡𝑜𝑡 = 7,000,000 − 5,000,000 € 

= 2,000,000 € 

This means that workers in Enterprise A will be contributing €2 mil more to social product than they 

are claiming on final consumption, representing a net contribution to total consumption. 

 

The Aggregate Case 
 

I wanted to investigate this further by exploring the aggregate case. For example, what would 

happen macroeconomically if every worker council tried to achieve a negative Z? That is, if every WC 

tried to produce such that their profit D was smaller than their total wage bill Wtotal. 

Wages and Consumption 
 

Total wages for economy equals sum of wage bill for every enterprise: 

𝑊𝑒𝑐𝑜𝑛𝑜𝑚𝑦 = ∑ 𝑊𝑡𝑜𝑡,𝑖

𝑎𝑙𝑙

= ∑ 𝑙𝑖𝑤𝑐𝑎𝑝,𝑖

𝑎𝑙𝑙

 

Consumption equals the total final goods in the economy: 

𝐶 =  (𝐹𝑖𝑛𝑎𝑙 𝐺𝑜𝑜𝑑𝑠)𝑒𝑐𝑜𝑛𝑜𝑚𝑦 

Assume zero saving, so all wages spent on consumption C of final goods/services: 

𝑊𝑒𝑐𝑜𝑛𝑜𝑚𝑦 = 𝐶 

𝑊𝑒𝑐𝑜𝑛𝑜𝑚𝑦 =  (𝐹𝑖𝑛𝑎𝑙 𝐺𝑜𝑜𝑑𝑠)𝑒𝑐𝑜𝑛𝑜𝑚𝑦  

Profit 
 

For enterprise i: 

𝐷𝑖 = 𝑆𝐵𝑖 − 𝑆𝐶𝑖  

𝑆𝐵𝑖 = (𝑓𝑖𝑛𝑎𝑙 𝑔𝑜𝑜𝑑𝑠 𝑜𝑢𝑡𝑝𝑢𝑡)𝑖 + (𝑖𝑛𝑡𝑒𝑟𝑚𝑒𝑑𝑖𝑎𝑡𝑒 𝑔𝑜𝑜𝑑𝑠 𝑜𝑢𝑡𝑝𝑢𝑡)𝑖 

𝑆𝐶𝑖 = (𝑢𝑠𝑒𝑟 𝑓𝑒𝑒𝑠)𝑖 + (𝑖𝑛𝑡𝑒𝑟𝑚𝑒𝑑𝑖𝑎𝑡𝑒 𝑔𝑜𝑜𝑑𝑠 𝑖𝑛𝑝𝑢𝑡)𝑖 

Assuming for simplicity no support unit costs, no depreciation, no change in inventory value, no 

pollution. 
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So for all enterprises: 

𝐷𝑒𝑐𝑜𝑛𝑜𝑚𝑦 = ∑ 𝐷𝑖

𝑎𝑙𝑙

= ∑(𝑆𝐵𝑖 − 𝑆𝐶𝑖)

𝑎𝑙𝑙

 

= ∑[(𝑓𝑖𝑛𝑎𝑙 𝑔𝑜𝑜𝑑𝑠 𝑜𝑢𝑡𝑝𝑢𝑡)𝑖 + (𝑖𝑛𝑡𝑒𝑟𝑚𝑒𝑑𝑖𝑎𝑡𝑒 𝑔𝑜𝑜𝑑𝑠 𝑜𝑢𝑡𝑝𝑢𝑡)𝑖 − (𝑢𝑠𝑒𝑟 𝑓𝑒𝑒𝑠)𝑖

𝑎𝑙𝑙

− (𝑖𝑛𝑡𝑒𝑟𝑚𝑒𝑑𝑖𝑎𝑡𝑒 𝑔𝑜𝑜𝑑𝑠 𝑖𝑛𝑝𝑢𝑡)𝑖] 

For economy as a whole, intermediate goods output = intermediate goods input. Therefore they 

cancel: 

= ∑[(𝑓𝑖𝑛𝑎𝑙 𝑔𝑜𝑜𝑑𝑠 𝑜𝑢𝑡𝑝𝑢𝑡)𝑖 − (𝑢𝑠𝑒𝑟 𝑓𝑒𝑒𝑠)𝑖]

𝑎𝑙𝑙

 

𝐷𝑒𝑐𝑜𝑛𝑜𝑚𝑦 = (𝐹𝑖𝑛𝑎𝑙 𝐺𝑜𝑜𝑑𝑠)𝑒𝑐𝑜𝑛𝑜𝑚𝑦 − (𝑈𝑠𝑒𝑟 𝐹𝑒𝑒𝑠)𝑒𝑐𝑜𝑛𝑜𝑚𝑦 

 
So for the whole economy, the sum of all enterprise ‘profits’ equals the total final goods produced in 

the economy minus the total user fees in the economy for capital, natural resources, and labour. 

Net Contribution Z 
 

𝑍𝑒𝑐𝑜𝑛𝑜𝑚𝑦 = 𝐷𝑒𝑐𝑜𝑛𝑜𝑚𝑦 − 𝑊𝑒𝑐𝑜𝑛𝑜𝑚𝑦 

Recalling that: 

𝐷𝑒𝑐𝑜𝑛𝑜𝑚𝑦 = (𝐹𝑖𝑛𝑎𝑙 𝐺𝑜𝑜𝑑𝑠)𝑒𝑐𝑜𝑛𝑜𝑚𝑦 − (𝑈𝑠𝑒𝑟 𝐹𝑒𝑒𝑠)𝑒𝑐𝑜𝑛𝑜𝑚𝑦 

𝑊𝑒𝑐𝑜𝑛𝑜𝑚𝑦 =  (𝐹𝑖𝑛𝑎𝑙 𝐺𝑜𝑜𝑑𝑠)𝑒𝑐𝑜𝑛𝑜𝑚𝑦 

Therefore: 

𝑍𝑒𝑐𝑜𝑛𝑜𝑚𝑦 = [(𝐹𝑖𝑛𝑎𝑙 𝐺𝑜𝑜𝑑𝑠)𝑒𝑐𝑜𝑛𝑜𝑚𝑦 − (𝑈𝑠𝑒𝑟 𝐹𝑒𝑒𝑠)𝑒𝑐𝑜𝑛𝑜𝑚𝑦] − (𝐹𝑖𝑛𝑎𝑙 𝐺𝑜𝑜𝑑𝑠)𝑒𝑐𝑜𝑛𝑜𝑚𝑦 

𝑍𝑒𝑐𝑜𝑛𝑜𝑚𝑦 = −(𝑈𝑠𝑒𝑟 𝐹𝑒𝑒𝑠)𝑒𝑐𝑜𝑛𝑜𝑚𝑦 

 

This makes sense in a way because the user fees are paid to society as a whole - to the Society 

Account - and are therefore essentially a form of taxation. These fees ‘disappear’. Unlike the case of, 

say, intermediate goods where Enterprise 1 records the cost of intermediate goods they bought 

from Enterprise 2, but they also record the benefit they got from using them to produce and sell 

goods themselves. 

However, this leaves me confused about using Z to measure whether a particular enterprise is 

‘pulling its weight’ in terms of what it produces versus what its workers consume in final goods. 

Comparing user fees on the one hand with intermediate/final goods on the other hand doesn’t feel 

like comparing equivalent things. 

I’ve basically run out of steam here, and if anybody could shed some light on this matter I would 

appreciate it. 

Conclusion 
 

I outlined the way that Parecon handles opportunity cost of labour and wages paid to actual 

workers, proposing some advantages and possible disadvantages. I raised a question about 
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enterprises ‘pulling their weight’ in terms of net benefit produced versus total claims on final 

consumption. I discussed that in the case of a single enterprise and in the aggregate case of the 

whole economy. 

Lastly I wanted to briefly mention: yes the worker federations issue licenses to legally form worker 

councils and participate in annual planning. So they could (a) not issue a license, or (b) revoke a 

license, if an enterprise is producing a very small D (net benefit, profit) or very small SB. Fine but 

then the question is ‘what is the minimum required level of profit?’ or ‘what is the minimum 

required level of revenue?’. So there are more questions. 


