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Socialist Calculation and Environmental
Valuation: Money, Markets and Ecology

JOHN O’NEILL

THE HISTORIES OF ECOLOGICAL AND SOCIALIST
thought over the last century have been more intertwined
than is often supposed. In particular the socialist calculation

debates had an environmental dimension that is often overlooked.
The objections that Mises, Hayek and other Austrian economists
raised against socialism were directed also against the tradition of
thought that issued in modern ecological economics (see Martinez-
Alier, 1987). The precursors of ecological economics Ð  Popper-
Lynkeus, Ballod-Atlanticus, Neurath, Ostwald, Geddes, Soddy and
Solvay Ð  were all included among their targets. In particular two
central assumptions of ecological economics were subject to criticism:
1) that social choices have to recognize that economic institutions
and relations are embedded within the physical world and subject to
resource and ecological constraints; and hence 2) that economic
choices cannot be founded upon purely monetary valuations. Thus,
if, as many assume, the arguments of Mises and Hayek were conclu-
sive against socialism, then they have more general implications. They
raise problems with the perspectives on ecologically rational choices
that emerged in the tradition of ecological economics. Indeed, while
their assumptions are very different from those of the neoclassical
economists, and in the case of Hayek more powerful, the conclusions
drawn by the Austrian tradition parallel neoclassical approaches to
environmental problems. For both, the existence of environmental
problems is the result of the absence of markets in environmental
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goods; their solution, the extension of markets directly or indirectly
to include currently unpriced environmental goods.

The common ground between the ecological and socialist tradi-
tions lies in their common resistance to this market-based approach
to social choice. Mises and Hayek were right to see a common oppo-
nent. At the same time, the weaknesses that exist in the arguments of
Mises and Hayek against the ecological tradition are of more gen-
eral relevance to socialists. It is not just the histories of ecological and
socialist thought that are intertwined; so also is their future. This is
not just because any defensible form of socialism will have to be one
that is ecologically sustainable. It is also that both require rethinking
of alternatives to market mechanisms for solving environmental and
social problems. Recent work within the ecological tradition on the
use of non-monetary decision tools, the integration of these with
deliberative institutions and the defense of institutional and cultural
pluralism, address problems central to future models of socialism.
In this paper I consider the significance of these institutional claims
for the future of socialism in the light of the environmental themes
in the history of the socialist calculation debates.

The received story about socialist calculation presents the debate
in terms of a conflict between Mises and then Hayek on the one side
and Lange and Taylor on the other. This story is unsatisfactory for
three related reasons. First, some of the main characters in the de-
bate are missing Ð  most notably, in the context of the ecological
themes in the debate, Otto Neurath, one of the central figures in the
Vienna Circle. Second, there are more discontinuities in the debates
than is often assumed. There were at least two debates that concerned
two independent objections to the possibility of socialism. The first
debate, to which Mises contributed, was an argument about rational
choice and commensurability Ð  specifically the possibility of ratio-
nal economic action in the absence of a single unit of comparison
among alternative economic activities. Neurath’s public contribution
to the socialist calculation debates was to this earlier phase. His argu-
ments form a convincing response to Mises’ objections to socialism.
The second debate, instigated by Hayek’s epistemic objection to
socialism, concerned the possibility of planning given the dispersal
of knowledge among different actors in an economy. While Hayek
presents his epistemic argument as a continuation of the first debate,
it in fact forms a departure from it: indeed Hayek’s own position on
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the nature of rational choice is closer to Neurath’s than to that of
Mises (see O’Neill, 1996a, 431± 442). The common ground in their
positions was forcibly highlighted by Neurath in his correspondence
with Hayek (Neurath, 1945). Third, there is an ecological dimension
to the debate that has been subsequently missed. The possibility of
economic choices that reflect the resource and environmental con-
ditions of economic activity was central to the debates.

1. Incommensurability, Money and Rational
Choice under Socialism

Mises’ arguments against the possibility of rational choice in so-
cialism were targeted against two opponents: first, theorists who advo-
cated replacing money as a unit of economic calculation with another
unit such as labor-time units (advocated in some of the Marxian lit-
erature), and energy units (advocated by ecological economists such
as Popper-Lynkeus and Ballod-Atlanticus); second, Neurath, who
denied that rational economic choice required the existence of a
single unit of calculation and advocated economic decisions founded
on in natura calculation in kind.1 Mises’  arguments against both turn
on assumptions about the nature of practical rationality and its de-
pendence on commensurability: rational economic decision making,
beyond the most simple individual decisions, requires a single mea-
sure on the basis of which the worth of alternative states of affairs
could be calculated and compared. Given the choice ªwhether we
shall use a waterfall to produce electricity or extend coal and better
utilize the energy contained in coalº (Mises, 1981, 98), we need some
way of calculating relative costs and benefits. Monetary values form
the only adequate unit of comparison (ibid., 99).

Neurath’s position is founded upon a rejection of this account of
rational choice. Rational choice does not require value-commensura-
bility. No single measure can capture the multidimensional nature of
values employed in social choice (Neurath, 1937, 146). The algorithmic
view of practical reason that Mises employs exhibits ªpseudorational-
ismº (Neurath, 1983). Our knowledge that informs decision making
is uncertain and the norms of rationality rarely determine a unique

1 His specific criticism was of Neurath’s 1919 report to the Munich Workers’ Council, ªChar-
acter and Course of Socialization,º in Neurath, 1973.
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answer, given what is known. A proper rationalist recognizes the bound-
aries of the power of reason in arriving at decisions: ªRationalism sees
its chief triumph in the clear recognition of the limits of actual insightº
(ibid., 8). It is a mark of the pseudorationalist to believe that there exist
technical rules of choice that determine optimal answers to all deci-
sions. Thus, given a choice between alternative sources of energy Ð
say coal and hydraulic power or solar energy Ð  a variety of ethical and
political judgements, for example about inter-generational equity and
the distribution of risks, comes into play. One cannot make such choices
through a purely technical procedure employing some single unit,
either monetary or non-monetary (Neurath, 1973, 263).

The strengths in Neurath’s position are apparent in problems
that Mises raises with his own position. Mises recognizes that, even
in a market economy, there exist ªnon-economic goods . . . that are
not the subject of exchange valueº (Mises, 1981, 99). Environmental
goods are exemplars: the unpriced ªbeauty of the waterfallsº enters
into consideration of hydraulic power (ibid., 99). Mises’ response to
this problem has become standard in later literature. We cannot avoid
making hard choices between ªnon-economicº goods and economic
goods, and in doing so we are implicitly making monetary valuations
of the non-economic. The economist is merely making this explicit.
ªIf we know precisely how much we have to pay for beauty, health,
honor, pride, and the like, nothing need hinder us from giving them
due considerationº (ibid., 100). Rational decisions require monetary
valuations. Mises’  response is implausible. He accepts that even in a
market economy there are economic decisions involving non-economic
goods that are made without the explicit use of monetary units. His
response begs the question. He offers a redescription of the decisions,
and this has plausibility only if it assumes what it is supposed to prove
Ð  that all rational choices involve monetary units of comparison to
which rules of calculation can be applied. Only if one is already in
the grip of an algorithmic picture of practical reason does this have
any plausibility. As Neurath notes, comparability need not entail
commensurability. There is no need for a rule over some single unit
of value which can be mechanically applied to produce a determi-
nate decision as to which plan to adopt.2

2 For a defense of the possibility of rational choice without commensurability see O’Neill,
1993, ch. 7; 1996a.
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The issues in the argument between Mises and Neurath have
resurfaced in recent debates in environmental economics. Mises’
assumption that rational choice requires a single unit to compare
options is shared by neoclassical economics. On the neoclassical
position, the source of environmental damage is that preferences for
environmental goods are not revealed in market prices. The solution
is to ensure that they are, either through the extension of tradable
property rights to environmental goods or through the construction
of shadow prices for environmental goods for a cost± benefit analy-
sis. The extension of prices to environmental goods so that the ªtrueº
value of preferences for them can be discovered is the road to resolv-
ing environmental problems. Recent work in ecological economics
critical of this neoclassical view has reiterated some of Neurath’s
objections. There are no monetary measures through which all the
different dimensions of social choices can be captured. There are no
algorithmic rules for the aggregation of such measures through which
social choices can be made (Martinez-Alier, et al., 1998, 277± 268). At
the same time, at both an institutional level and at the level of deci-
sion-making tools, there have been attempts to develop alternatives
to the attempt to reduce choice to algorithms over monetary mea-
sures: institutionally, through experiments in deliberative fora; at the
level of decision tools, through the development of multi-criteria
decision aids. The adequacy of these responses I discuss below.

2. Hayek, Epistemology and Ecology

Hayek’s epistemic criticisms of planning, like Mises’ criticisms, were
directed not just at socialists but also at attempts in the ecological tra-
dition to understand the ways in which economic institutions are em-
bedded within the physical world and to develop non-monetary meth-
ods for economic choices that recognize those physical preconditions.
Hayek denies the possibility of such non-monetary units for planning
economic production. For Hayek the ecological tradition exemplifies
a ªscientistic objectivismº expressed in ªthe characteristic and ever-
recurrent demand for the substitution of in natura calculation for the
`artificial’  calculation in terms of price or value, that is, of a calcula-
tion which takes explicit account of the objective properties of thingsº
(Hayek, 1979, 170). Neurath becomes a primary target, since his work
most clearly combines socialism and in natura calculation.
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The belief in objectivism and in natura calculation for Hayek
expresses an illusion about the scope of knowledge that is typified by
the social engineer’s belief in some purely technical optimal solution
to social choices (ibid.). In holding to the possibility of such an opti-
mum the social engineer is a victim of the illusion of complete knowl-
edge that underpins the project of socialist planning (173). It exhib-
its ªCartesian rationalism,º the belief in the omnipotence of reason
and the corresponding failure of ªhuman reason rationally to com-
prehend its own limitationsº (162). Cartesian rationalism in the social
domain fails to acknowledge the division of knowledge in society, the
dispersal of practical knowledge embodied in skills and knowhow,
particular to local time and place. Such knowledge cannot be articu-
lated in propositional form and hence cannot in principle be passed
on to a central planning body. The market in contrast resolves prob-
lems of ignorance by acting as a coordinating procedure which,
through the price mechanism, distributes to different actors the infor-
mation that is relevant for the coordination of their plans.3 Given this
view of the price system, to give up prices for calculation in kind is to
give up a solution to the problem of ignorance for the illusion of the
possibility of complete knowledge based in planning. There is no in
natura alternative to the monetary measures.

How convincing are Hayek’s epistemic criticisms of the under-
pinning of ecological economics? As a criticism of the doctrine that
writers like Neurath held it misses its target. The doctrine that Hayek
criticizes Ð  that there are some purely physical units, like units of
energy, independent of human use or belief, that could be employed
for planning Ð  was rejected by Neurath and with it the technocratic
idea that there is any ªoptimumº solution to social problems. Neurath
opposes ªwhat is called the ̀ technocratic’  movement,º which assumes
that there exists ªone best solution with its ̀ optimum happiness,’º and
which ªasks for a particular authority which should be exercised by
technicians and other experts in selecting `big plans’ º (Neurath,
1942, 426± 7). Neurath’ s criticism of technocratic planning starts
from epistemic assumptions shared with Hayek. Neurath’s criticisms
of pseudorationalism parallel those of Hayek against rationalism. Both
reject the illusion of complete knowledge on which technocratic plan-
ning is based (Neurath, 1945).

3 See ªThe Uses of Knowledge in Societyº and ªEconomics and Knowledge,º in Hayek, 1949.
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Neurath is of course not alone in sharing this perspective on the
socialist side of the debate. Hayek has been taken seriously by many
socialists not only because there is power in his epistemic criticisms of
central planning but also because they share common ground with
epistemic arguments offered within the socialist tradition. Hayek’s
epistemic criticism of centrally planned economies have their coun-
terpart within the history of debates about socialist planning as an ar-
gument for democratic and decentralized decision making and for a
proper appreciation of the limits of abstract technical expertise. There
exists a long tradition of associational socialism that has argued against
the possibility of an economy centralized on Fabian or Bolshevik lines
(see Schechter, 1994; Wainwright, 1994). Similar epistemic themes
concerning the importance of local ecological knowledge embodied
in particular human practices, the inescapability of social choice in
conditions of radical ignorance and the limits of scientific predictabil-
ity are central to the ecological tradition. These concerns underpin
the need for cultural and institutional pluralism, the precautionary
principle and the importance of deliberative institutions which counter
the necessary role of the scientific expert. The central question that
divides Hayek’s position from his socialist and ecological opponents
is: how far are specifically market institutions either necessary or suffi-
cient to coordinate practical knowledge? Are there alternatives to
market solutions to the coordination of knowledge?

3. Deliberation, Pluralism and the Institutions of Socialism

The shared assumption of both Austrian and neoclassical eco-
nomics, that rational choice requires the use of market mechanisms
and monetary measures, remains at the core of current debates in
environmental economics. The standard critical response to market
solutions has been the shift from the market to the forum, to experi-
ments in deliberative institutional frameworks for social choice. De-
liberative models of democracy have recently enjoyed a justifiable
revival. Against the market picture of democracy as a procedure for
aggregating and effectively meeting the given preferences of individu-
als, they offer an approach to democracy as a forum through which
judgments and preferences are formed and altered through reasoned
dialog (Benhabib, 1996; Cohen, 1989; Dryzek, 1990; Elster, 1986;
Elster, ed., 1998; Miller, 1992). In the context of public environmen-
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tal choice they have had particular power in criticism of market-based
approaches to environmental choice. Market-based approaches to the
resolution of value conflicts about the environment are reason blind.
The strength and weakness of the intensity of a preference as mea-
sured by a person’s willingness to pay at the margin for its satisfac-
tion do count in a decision; the strength and weakness of the reasons
for a preference do not. Preferences are treated as expressions of
mere taste, to be priced and weighed one with the other. Market
approaches offer conflict resolution without rational assessment and
debate. However, since environmental conflicts are open to reasoned
debate which aims to change preferences rather than simply record-
ing them, it follows that different institutional forms are required for
their resolution. Where conflict is open to reasoned adjudication,
discursive institutions are the appropriate form for resolution. In
practice the revival of deliberative democracy has been expressed in
the development of a variety of ªnewº formal deliberative institutions
which are often presented as experiments in deliberative democracy.
These include citizens’  juries, citizens’  panels, in-depth discussion
groups, consensus conferences, round tables, and, more problem-
atically, focus groups (see Jacobs, 1997; O’Connor, 156± 282; Ropper
and Schaber, 1999). At the same time at the level of decision-making
tools there have been attempts to develop multi-criteria decision aids
that recognize the irreducibility of different dimensions of value in-
volved in social choices. Where such multi-criteria decision aids have
in the past tended to be technocratic and expert based, the recent
move has been to find ways of integrating them into deliberative in-
stitutional contexts (see De Marchi et al., 2000).

How far can such experiments inform a model of a future social-
ist society? To the extent these experiments in deliberation are pre-
sented as purely political solutions in the absence of changes to eco-
nomic institutions, there are two grounds for scepticism on the part
of socialists. The first appeals to well-worked socialist arguments
against the purely formal equality involved in liberal institutions.
While ªnewº deliberative institutions are often presented as ªfacili-
tatingº ªinclusiveº ªdialogº among equals, dialog actually takes place
against the background of large asymmetries of social, institutional
and economic power. This has implications for the ways in which
deliberative fora themselves can operate. Within formal deliberative
fora the capacity and confidence to speak differs across class, gender
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and ethnicity. Just as ªwillingness to payº is unevenly distributed, pick-
ing up inequalities of income, so also is ªwillingness to say.º More-
over, deliberative institutions are open to being used strategically.
Some of the new ªdeliberativeº institutions, in particular focus groups,
are often employed in political practice to gather information on
likely responses to different policies, not in order to foster public
deliberation but rather to anticipate and forestall it. The origin of
the focus group technique lies after all in market research. Where
deliberation is public, power is exercised in the framing of issues prior
to discussion and in the choice of the constituency for debate. If ef-
fectively captured by powerful institutions, deliberative institutions
provide strong legitimation tools. The purely formal equality of lib-
eral institutions is not sufficient for the proper working of delibera-
tive institutions. A rough equality in economic and social power is a
necessary condition, and such equality requires shifts away from cur-
rent patterns of ownership and control. This argument from delib-
erative ideals to the need for economic and social equality strikes me
as entirely right. In the context of social and economic equality the
development of a more Athenian model of democracy, in which
deliberative institutions are chosen by lot, such as the citizen’s jury,
could play a wider role in economic and political life. It offers the
possibility of a social order of equals in which each takes a turn in
positions of power; where, in Aristotle’s phrase, ªthey rule and are
ruled in turnº (Aristotle, 1998).

A purely political model of deliberation is also open to a second
objection concerning the split between citizen and market actor it
assumes. One version of this can be found in Marx’s On the Jewish
Question. In the perfected democratic constitution the individual lives
in two worlds and two roles Ð  as a citizen in the communal world of
democracy and as a self-interested agent in the world of the market.
Social emancipation requires the transformation of the economic
realm, bringing the communal citizen down to earth in his everyday
life ªwhen the real, individual man re-absorbs in himself the abstract
citizen.º The division that Marx criticizes Ð  between ªcitizenº and
ªmarket agentº Ð  is assumed by many who advocate a deliberative
response to environmental problems. Consider for example the dis-
tinction between the preferences an individual has in the role of
consumer and those that she has as a citizen, drawn by Sagoff in his
influential The Economy of the Earth. As a consumer an individual ex-
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presses ªpersonal or self-regarding wants and interests,º as a citizen
she expresses her ªjudgements about what is right or good.º For
Sagoff it is in the role of citizen that the individual deliberates about
environmental goods. The mistake of market approaches to envi-
ronmental problems is that they transform an issue that requires
public deliberation by citizens into one to be resolved by consumer
preferences. Sagoff’s use of the distinction between citizen and con-
sumer takes for granted the institutional contexts of different pref-
erence orders. That split is problematic. It is unclear just where and
what the boundary of the political and the market is supposed to be:
there are very few economic decisions that do not have environmen-
tal consequences. Within the economic sphere itself to leave the allo-
cation of most resources to the market is incompatible with the real-
ization of environmental goods. The market responds only to those
preferences that can be articulated through acts of buying and sell-
ing. Hence the interests of the commercially inarticulate, both those
who are contingently so Ð  the poor Ð  and those who are necessar-
ily so Ð  future generations and non-humans Ð  cannot be adequately
represented. Moreover, a competitive market economy is necessar-
ily oriented towards the growth of capital, and hence is incompat-
ible with a sustainable economy. The idea that we can simply live in
two worlds with the kind of preference schizophrenia that Sagoff
assumes is untenable. Public deliberation needs to be taken into the
economy itself.

This case for bringing deliberative institutions into the economic
realm is, however, open to two major objections. The first is a ver-
sion of Hayek’s epistemological criticism of planned economies,
which has recently been deployed by Hodgson against the possibility
of a predominantly non-market economy coordinated by delibera-
tive institutions. If there are forms of tacit or practical knowledge that
cannot be passed on to a central planning system because they are
not open to articulation, then neither will they be open to articula-
tion in a deliberative setting. Hence, models of socialism that rely
purely on deliberative institutions to coordinate activities will be open
to some of the same objections as are made in the epistemic case
against planning (Hodgson, 1999, 48± 9). The argument runs to the
conclusion that any coordination of dispersed tacit knowledge re-
quires mechanisms that ªrely to some significant extent on the mar-
ket and the price mechanism.º
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These epistemological arguments do suggest limits to delibera-
tive institutions as processes of social coordination and choice. How-
ever, they are not conclusive as arguments for a market as against a
deliberative institutional framework within economic life. First,
social coordination does not require specifically market institutions.
Indeed the very examples that are normally employed to illustrate
the significance of practical knowledge highlight this point. When
Hodgson illustrates the role of practical knowledge, he turns, as did
Hayek, to Polanyi’s claim that ªall scientific advances and technologi-
cal innovations are bound up with tacit knowledgeº (Hodgson, ibid.).
Hodgson is right to do so (cf. O’Neill, 1998, 150ff.). The coordina-
tion of scientific knowledge, both tacit and articulated, is one of the
institutional achievements of the modern world. However, as support
for the necessity of markets and prices to coordinate tacit knowledge
the example fails. The public scientific community is one of the great
examples of a predominantly non-market social order within the mod-
ern world. The danger in the current introduction of market mecha-
nisms into public science is that it will slow rather than increase the
rate of innovation. Conflicts around the development of new intel-
lectual property regimes center on the control of knowledge crucial
to innovation. More generally, the coordination of knowledge, tacit
and articulated, is a ubiquitous problem that exists at all points in
the social and economic order. As knowledge has come to the center
of economic life in the modern world, the management of the distri-
bution of unarticulated knowledge throughout organizations of vari-
ous kinds without its loss has become an increasingly important task.
The market is not a requirement for coordination and as the case of
science shows, can become a hindrance. Coordination exists at a
variety of levels throughout the economy in different institutional
forms, our knowledge of which is itself often practical and unarticu-
lated. While it may be true that deliberative institutions alone cannot
realize coordination, deliberation clearly can have a coordinative role
within a wider context of practically and institutionally embodied
knowledge Ð  consider again the case of the scientific community.
Just as the market is not a requirement for coordination, neither is
there reason to assume that dialogical forms of coordination neces-
sarily reduce the use of local and tacit knowledge.

A second and more powerful objection to the position Marx
defends in On the Jewish Question is the institutional monism it involves,
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a monism that has been a feature of much socialist thinking over the
last century. Whatever the specific problems with market economies,
the assumption that the division between the private person and the
public citizen is one that should simply be overcome is problematic
(Keat, 1981). However, the criticism of institutional monism also cuts
in the opposite direction. Recognition of the need for institutional
pluralism has been point central to ecological criticism of the mar-
ket economy. Ecological knowledge is embodied in particular prac-
tices and traditions that cannot be articulated and which globalized
markets undermine (Martinez-Alier, 1996, 37± 54; O’Neill, 1998, ch.
10). The argument here is an appeal for pluralism within the social-
ist tradition, that recent resistance to globalization has brought back
to the fore. Thus, for example, central to Neurath’s work was a rejec-
tion of the monism of both free market liberalism and technocratic
models of socialism. Hence his defense of ªeconomic tolerance that can
support several non-capitalist forms of economy simultaneously . . .º4

There are good epistemological reasons for such tolerance Ð  differ-
ent forms of knowledge are embodied in different social practices
and institutions. There are also reasons to do with the nature of dif-
ferent goods. For example, health, love, and the recognition of the
worth of a scientific achievement, given their different natures, should
not be distributed by identical institutional principles: the first fol-
lows need, the second the fortunes of kinship and affection, the third
merit. For none can market mechanisms be adequate, but neither is
there a single socialist principle of distribution that applies to all
(Walzer, 1983).

The defense of institutional pluralism is one that does, however,
need stressing in current debates. There is a tendency among social-
ists to think in terms of some single model of social relations, and
this is as true of proposals for decentralized planning as it is for cen-
tralized planning. There is a pluralism of non-market forms of social
and economic relations Ð  gift, public networks of recognition, sci-
entific communities, kin relations, cooperatives, etc. It is a mistake
in considering the future of socialism after the failure of centralized

4 Neurath, 1920± 21, 44± 73. The necessity for institutional pluralism is also defended in the
form of an impurity principle by Hodgson. Where Neurath and Hodgson differ is on
whether pluralism requires a market order. My view is that Neurath is right to remain
sceptical about the claims made for the necessity of a market economy in the modern
world.
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state economies to look for the new model. Given the knowledge that
is embodied in human traditions and practices there are good epis-
temological grounds for scepticism about the attempt to reorganize
all human activities on the basis of some general set of rational prin-
ciples. As Hayek and Neurath both note, reason sees its maturity in
the recognition of its own limits.

Conversely, there is a need to recognize the significance of non-
market orders that exist within existing society, to defend these against
market encroachment while remaining critical of their own internal
forms of power. Globalization has seen the geographical spread of
commercial norms into communities that retain non-market eco-
nomic relations employing common property, mutual aid and gift,
for whom markets previously existed on the margins of their eco-
nomic life. At the same time in advanced market economies there
has been an expansion in the domains of goods and relations falling
under market norms. Domains that were previously outside market
norms, such as public science, access to information, control of agri-
cultural and natural biodiversity, and bodily integrity, are being re-
defined as potential spheres of market exchange that come under
new property rights regimes. Environmental goods are increasingly
coming under the norms of market exchange in both these senses
(see O’Neill, 1997). A link exists between current resistance to the
spread of market norms and property rights Ð  keeping knowledge
free, sustaining islands of cooperative activity, maintaining access to
environmental goods Ð  and the possibility of a socialist future. The
significance of the recent anti-capitalist movement against neoliberal
globalization has been the defense of non-market institutional and
cultural forms against the spread of market norms. Socialists need
not just recreate utopian visions, but should also build upon existing
non-market orders Ð  to remind ourselves of the existence of social
relations and networks, both local and global, that have developed
outside market norms. The future of socialism isn’t ultimately com-
promised by the possibility of feasible alternatives to the capitalist
economy, although the unattractiveness of the putative alternatives
in Eastern Europe and Asia that went under the title of socialism has
left its legacy. The problems come increasingly from a form of social
lock-in Ð  the capitalist market order survives because it becomes so
tied into all human relationships that construction of an alternative
becomes increasingly difficult to build or even imagine. In that con-



150 SCIENCE & SOCIETY

text the defense of existing non-market orders becomes part of the
project of maintaining the possibility of an alternative.
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COMMENT

The importance of the issue of the environment to the case for socialism
can hardly be overstated. This is so on two levels. On one level, the issue is
that the production of goods that impact heavily on the environment, or
the marketing of aspects of the environment itself, are particularly ill-suited
to being regulated by markets because of (among other problems) over-
whelming externalities (and ªinternalizing the externalitiesº is really a non-
market process). On another level, the vast environmental destruction that
is going on today is one of the main motivating factors for many young people
to consider alternatives to capitalism.

O’Neill divides his presentation into three parts. I would like to address
each of them, but space will not permit that. Since I largely agree with his
third point on the need for deliberative as opposed to liberal democracy
(though actually one needs the still broader concept of participatory democ-
racy), I will only address the two points I disagree with. I do, however, want to
stress that my disagreement on the rather ªabstractº points of the necessity of
comensurability and Hayek’s ªepistemological pointº concerning planning
should not be misconstrued as a disagreement with O’Neill’s vision of a healthy
alternative to capitalism. On that I find myself largely in agreement.

I have to note that O’Neill will certainly not agree with my positions.
There has been a long-standing debate on these issues, he is familiar with
the positions I will put forward, and he is not persuaded by them. He has
presented his views on these issues at greater length in a number of articles
and books.

1. O’Neill argues: ªRational choice does not require value-commensu-
rability. No single measure can capture the multidimensional nature of val-
ues employed in social choice.º I believe the first statement here is wrong,
while the second one is correct. In particular, I maintain the second does
not support, not to speak of demonstrate, the first, as O’Neill implies.

ªValues,º as used in a discussion concerning choice (which differs from
Marx’s concerns in his definition of value, something not related to the point
being addressed here), are nothing other than ªrevealed preferences.º
Through the act of choosing one alternative over another, one establishes
them as commensurate (ªhaving a common measureº); they both have the
characteristic of ªdesirability to the chooser,º and one has more desirabil-
ity. This means nothing more than that one would choose it if one could
have either, which the act of choosing establishes. Note that I have not intro-
duced the issue of ªrationality.º One might make nontransitive choices; but
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even then all the objects are still pairwise commensurate, again as established
by the pairwise choosing, the only choosing that actually occurs. Of course,
then three objects are not simultaneously commensurate, which just reflects
that one cannot simultaneously rank all three for desirability. They do,
however, remain pairwise commensurate.

On the other hand, I agree completely with O’Neill’s second sentence.
The single measure involved in their commensurability, their overall desir-
ability as reflected by which one would pick over the other, does not contain
all the information of the multi-dimensional values one uses to arrive at the
overall conclusion about which of the two one would prefer. Just as the one-
dimensional Euclidean norm of a vector contains less information than the
multi-dimensional vector itself, the one-dimensional ªrelative desirabilityº of
pairs of alternatives has less information than the multi-dimensional values
involved in determining the overall relative desirabilities.

All this goes for social choice as well as individual choice. The social
choice might not correspond to any clear ªaggregationº of individual choices,
as falsely portrayed in the standard neoclassical story, but the social choice
would establish a social commensurability.

O’Neill’ s important third point, which I will not be able to discuss, is
how that social choice should be made, and if it should represent some sort
of simple summing of a priori individual preferences. That is key, and on
that I agree with O’Neill. But I find his position on ªcommensurabilityº
contrary to the meaning of the word ªcommensurate,º and thereby unfor-
tunately an opening for a refusal by a reader to consider his important points.

2. ªBoth [Hayek and Neurath] reject the illusion of complete knowledge
on which technocratic planning is based.º O’Neill goes on, indicating what
he is concerned with: ªHayek has been taken seriously by many socialists not
only because there is power in his epistemic criticism of central planning.
. . . Hayek’s epistemic criticism of centrally planned economies have their
counterparts within the history of debates about socialist planning as an ar-
gument for democratic and decentralized decision making and for a proper
appreciation of the limits of abstract technical expertise.º And further: ªthe
inescapability of social choice in conditions of radical ignorance and the lim-
its of scientific predictability . . .º Several very different issues are conflated in
this thought. First, the issue of centralized versus decentralized is lumped
together with the issue of democratic versus non-democratic. As I and many
others have argued, these are not the same issues at all. I maintain that cen-
tralized planning is appropriate for things that need extensive planned coor-
dination (for example, in today’s world the total emission of CO2) while for
other things much more decentralized planning would be appropriate (to take
advantage of local knowledges, given an absence of problems from lack of
coordination). But all planning must be democratic. Further, O’Neill has
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conflated those issues with the issue of what humans ªcan know,º and in addi-
tion he has been unclear about the difference between what we do know at
today’s level of understanding of nature and society and what ªcan’t be known.º
If certain things ªcannot be known,º then clearly the centralized/decentral-
ized issue is irrelevant. If instead he claims something can be known but that
ªone person cannot know itº (the claim that decentralized units can know
more than a centralized unit that they pass information on to), he has to give
a theoretical justification for that claim. Clearly, one can envision all sorts of
problems in conveying information to a single center, but I cannot imagine
any theoretical reason why it could not be done. It then becomes just an or-
ganizational issue. Again, I am not arguing for complete centralized planning;
rather I argue for all planning to occur at the level most appropriate for the
trade-off of the loss of coordination with the loss of local knowledge and ini-
tiative (given existing systems). But one cannot rule out ªcentralized planningº
for epistemological reasons.

Al Campbell
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We take it as obvious that ªhard choicesº must be made between economic
and non-economic goods in any economy, and that in a desirable economy
this should be done as democratically, fairly, and intelligently as possible. We
also believe that when we make these ªhard choicesº we do implicitly ªcom-
pareº the values to us of things such as the beauty of a waterfall versus the elec-
tricity that results from damming the river, and that it serves no useful pur-
pose to pretend otherwise. But we agree with O’Neill that this does not mean
we necessarily believe goods we implicitly compare by choices we make between
them are ªcommensurableº in the sense that we either do, or should go about
evaluating them in the same terms or in the same way. The best way to esti-
mate the value of a waterfall to society Ð  a good that will be jointly consumed
by many people who are largely unsure how they value the waterfall but cer-
tainly disagree Ð  is probably quite different from the best way to estimate the
social benefit of a kilowatt hour of electricity Ð  a good that will be consumed
by only one person with well-formed opinions regarding the value to her.
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The concept of opportunity cost is useful as a means of estimating con-
sequences of possible choices as best we can. Debates over reducing every-
thing to a single measure Ð  be it labor time values, or energy values, or
monetary values, for that matter Ð  are red herrings. When humans make
choices what are inevitably being compared are the values humans attribute
to the consequences of those choices. There is nothing more complicated
or epistemologically profound about it than that. Rather than get side-
tracked into pointless debates about single measures of commensurability,
or whether decision making should be informed by opportunity costs at all,
instead we should focus on what benefits and costs we do and do not want
to take into account, who gets to estimate those benefits and costs, how they
go about estimating them, whether or not the answers to these questions
should depend on what the choice is, and who will be affected by the conse-
quences of the choice.

The Implications of Practical Knowledge : The most important implication
of practical knowledge is that people should have decision-making power
in proportion to the degree they are affected by a decision Ð  not only be-
cause anything else is undemocratic, unfair, and denies people’s humanity,
but also for the practical reason that knowledge is widely yet unevenly dis-
persed, implying that economic decision making by any elite will be plagued
by inefficiency along with its other drawbacks. But not only is this an argu-
ment against totalitarian planning, it is also an argument against central
planning no matter how democratic the procedure for defining the plan-
ning ªobjective function,º and it is an argument against private enterprise
and markets as well. If people’s decision-making input is confined to voting
for weights in the objective function given to planners, not only will work-
ers be denied self-management; their ªpractical knowledgeº will go un-
tapped. And Mises and Hayek notwithstanding, private enterprise and mar-
kets also fail to tap humanity’s vast reservoir of practical knowledge. Private
enterprise buys decision-making freedom for employers at the expense of
their employees’  self-management Ð  with the same loss of ªpractical knowl-
edgeº as in hierarchical state enterprises. And while competitive markets
permit individual consumers to vote with their pocketbooks, they provide
no practical means for formulating and expressing preferences for public
goods and no way of representing the interests of ªthird partiesº who are
ªexternalº to the deals struck between buyers and sellers.

Deliberative Democracy and Preference Formation: we have long argued that
individual preferences are quite malleable. Therefore we agree with O’Neill
that when information is poor and institutional context inappropriate, the
quality of preferences people develop will leave much to be desired. Fora,
dialogues, and citizens’ panels can all play a positive role in improving the
quality of information individuals have and the quality of their information
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exchange. But when people have nothing personally at stake, it is difficult
to elicit people’s serious sentiments. Opponents of contingent valuation sur-
veys for evaluating environmental services often point to the advantage of
deducing people’s preferences from a context where they have to ªput their
money where their mouth is.º We believe one advantage of our model of
participatory economics is that when workers’ and consumers’  councils and
federations participate in our planning procedure they know they will bear
the consequences of the preferences they express, which we believe lends
an extra degree of seriousness to their ªdemocratic deliberations.º

Market Presumptionism: we applaud O’Neill for pointing out that Mises,
Hayek and their followers equate markets with libertarianism by presumption
rather than argument. Mises and Hayek ignore rather than refute the claims
of libertarian socialists and social ecologists. We champion self-managed eco-
nomic decision making just as they claim to. But we point out how private
ownership disenfranchises employees, and markets fail to offer adequate
opportunities for communicating and expressing certain kinds of desires.
Austrians have never responded to these arguments. We go on to formu-
late alternatives that advance libertarian goals in ways that private enterprise
and markets do not. We propose institutions like workers’  and consumers’
councils and federations. We develop procedures for equitable cooperation
like participatory planning, or negotiated coordination, that are designed
to give full play to people’s desires and initiatives. Austrians do not refute
our claims except to assume their conclusion by asserting that only when
people interact through markets can there be an objective evaluation of
social costs and benefits.

Models of Economic Democracy: O’Neill warns that ªthere is a tendency
among socialists to think in terms of some single model of social relations,
and this is as true of proposals for decentralized planning as it is for central-
ized planning.º We believe critics of capitalism have had too little, rather
than too much, to say, about what a desirable alternative to capitalism might
look like. Figuring out how to cooperate equitably and efficiently in our
economic endeavors is neither trivial nor best left to the last minute. More-
over, some socialists got it very wrong once before, so sensible people have
every right to be skeptical. The key is not to become sectarian in the discus-
sion Ð  which is always a danger and a mistake. But as long as we remember
that we are only engaging in ªpre-thinkingº about what the people who or-
ganize an alternative to capitalism may choose to do, we say let a hundred
flowers bloom rather than restrict visionary economic thinking.

Robin Hahnel
Michael Albert
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REPLY

There is much in Robin Hahnel’s and Michael Albert’s commentary which
I would endorse and which clarifies where we agree. I focus here on disagree-
ments, particularly those concerning commensurability and opportunity
costs.

Opportunity costs in the minimal sense of that term have a proper role
in decision making. All choices involve foregoing opportunities for other
options. Correspondingly the efficient use of scarce resources matters be-
cause their inefficient use decreases the possibilities for realizing other
goods. For example, in employing or foregoing resources in pursuing some
environmental project we choose not just identifiable benefits and losses to
particular persons affected, but also the losses to others who might have
benefited if say education or health had been granted those resources. So
far there is no disagreement. The question is how those ªopportunity costsº
should be represented. And here questions of commensurability are neither
ªpointlessº nor ªred-herrings.º If irreducibly plural values cannot be captured
by any single measure, be it monetary or non-monetary, then the attempt
to capture opportunity costs in terms of such measures will be unsuccessful.
Certain valued options that might be foregone will be either misrepresented
or unrepresented.

How can the problem of lost opportunities be addressed once the as-
sumption of commensurability is given up? One partial response is the devel-
opment of multi-criteria decision-making aids which do not rely on the ex-
istence of a single measure. These can be more transparent in their statement
of lost opportunities than a representation in any single measure and need
not attempt what is ultimately a will-o-the-wisp of a complete statement of
such losses. But even given this response one needs some account of how
rational choice is possible when maximization employing some single mea-
sure is given up. Here I’d depart from the consequentialist account that
Albert and Hahnel offer: ªwhen humans make choices what are inevitably
being compared are the values humans attribute to the consequences of
those choices.º Choices in a socialist community need to be more sensitive
to both procedural and expressive aspects of rational choice than this conse-
quentialist framing suggests. Procedural rationality is required as a response
to both value plurality and unavoidable uncertainty concerning the conse-
quences of actions. Expressive rationality is required since choices are in
themselves ways of expressing attitudes to people and things and not just

REPLY 157



158 SCIENCE & SOCIETY

instrumental means to valued consequences. For example, acts of social
solidarity are not normally founded upon some consequentialist decision
procedure and from that point of view can look irrational. They are ratio-
nal as direct expressions of ties within a community.

Finally, a brief remark on pluralism and models of socialism: my point
is not just that a plurality of visions of socialism is required, but that any
particular model of socialism must itself allow for institutions that embody
a plurality of social relations and values.

Al Campbell also objects to my comments about commensurability.
While accepting that there is no measure that can capture the different
dimensions of value involved in choices, he rejects the existence of incom-
mensurability by appeal to ªrevealed preferencesº: ªThrough the act of
choosing one alternative over another, one establishes them as commensu-
rateº (ªhaving a common measureº) Ð  they both have the characteristic of
ªdesirability to the chooser,º and one has more desirability. I find this uncon-
vincing for two reasons. First, an act of choice does not in itself establish
the claim that the agent finds one alternative as more desirable than an-
other. One needs to know the reasons for the choice (cf. Sen, 1995). Sec-
ond, ªdesirability to the chooserº plays no role in deliberation, but comes
after deliberation is completed (cf. Wiggins, 1997, 53± 4). It is not a metric
of value in any substantive sense.

Campbell’ s other critical comments concern my criticisms of central-
ized planning. Some of his analytical points, for example concerning the
distinction between issues of centralization and democracy, I accept. How-
ever, I remain more skeptical than he does about the virtues of centralized
planning. There are not just organizational limits to the knowledge that
could be passed onto a centralized planning board, but epistemological lim-
its. Much practical or tacit knowledge is embodied in use and cannot in
principle be articulated in a propositional form that could be passed onto a
single body. Any mechanism of coordination must allow actors to effectively
use the particular practical knowledge that they possess. However, this is
consistent with the claim that there are coordinating decisions at non-local
levels that can and should be made in the absence of complete knowledge.
I would add that the standard division of centralized versus decentralized
decision making is itself not exhaustive. For example physical units such
as rivers, and functional units such as craft and profession require over-
lapping levels of authority that cut across the centralized/decentralized
divide. Acknowledgement of the centrality of such intermediate institutions
is one of the chief virtues of associational models of socialism.

John O’Neill


