
1. Goal: Universal Provision and Sustainability

● Non-Luxury Goods: Basic necessities (e.g., food up to a set quota, basic housing,
essential transport) are provided free to all citizens through a centralized, democratically
determined allocation/quota system. This eliminates poverty, homelessness, and related
social burdens.

● Sustainability: The economic system is explicitly designed to conserve finite resources
by incorporating the Natural Scarcity Index (NSI) into all value calculations.

2. Economic Mechanism: The Hybrid Unit of Account

It completely rejects money and market pricing, replacing them with a single, non-monetary unit 
of value managed by a central Artificial Intelligence (AI). This Hybrid Unit of Account 
rationalizes all economic decisions by combining three factors: 
Factor What it Measures Why it's Needed 
1. Labor Time Human effort (hours). The social contribution of the 

worker. 
2. Embodied Energy Total non-human energy (fuel, 

electricity). 
The energy cost of production 
and capital. 

3. Natural Scarcity Index Cost of resource depletion. The planetary cost of using 
finite materials. 

3. Incentives and Distribution

● Labor Vouchers: These are non-transferable, non-monetary certificates used only to
purchase luxury goods or consumption above the basic quota.

● The Core Incentive: The primary reward for work and accurate reporting is access to
prioritized luxury goods, with the threat of losing job-related privileges serving as the main
disincentive against data manipulation.

4. Administrative Structure

● Central Planner (The AI): The AI's role is strategic and computational. It manages the
massive Input-Output (I-O) Matrix to ensure system-wide coordination and calculates
the precise value of all goods using the Hybrid Unit. It relies on automated data (IoT) and
auditing to ensure trustworthy data collection.

● Decentralized Operations: Individual organizations (factories, farms, etc.) are
empowered to manage day-to-day operations and enter into their own bilateral,
multilateral, or unilateral agreements (trades) with other organizations, significantly
easing the administrative burden on the central AI.

What is a Planned Democratic Non-Market Economy?
A Planned Democratic Non-Market Economy is a highly sophisticated, technologically-
driven economic system designed to provide universal basic needs while rationally and 
sustainably allocating scarce resources and rewarding skilled labor, without relying on 
money, traditional markets, or profit motives. 
Here is a summary of its defining characteristics: 

Defining Characteristics 



In short, it is a system that uses AI and advanced metrics to solve the calculation problem 
that doomed historical planned economies, while using guaranteed basic needs and luxury 
incentives to solve the problems of social inequality and motivation. 



● T (Time): The raw number of hours worked, verified by the IoT auditing system.
● M_s (Skill Multiplier): A coefficient based on the training time and rarity of the skill (e.g.,

1.0 for general labor, 5.0 for a neurosurgeon).
● M_i (Intensity/Performance Multiplier): A variable based on measured output or quality,

ensuring that high-performing individuals are rewarded more than those doing the bare
minimum.

2. The Nature of the Voucher
Labor vouchers are fundamentally different from money in several key ways: 
Feature Money (Market) Labor Vouchers (PDNME) 
Transferability Can be given, stolen, or traded 

to others. 
Non-transferable. Linked to 
your biometric/digital ID. 

Circulation Circulates from consumer to 
business to employee. 

"Burn" upon use. Once spent, 
they are deleted by the AI. 

Accumulation Can be used to buy "Means of 
Production" (capital). 

Consumption only. Cannot be 
used to hire others or buy 
factories. 

Interest Grows over time through 
banking/investment. 

Zero interest. They represent 
a fixed claim on 
labor/resources. 

3. What Vouchers "Buy"
Because Universal Basic Needs (food, basic housing, healthcare, education, essential 
transport) are provided for free via the democratic quota system, vouchers are used exclusively 
for discretionary consumption: 

● Luxury Goods: High-end electronics, designer clothing, or specialized hobby equipment.
● Travel and Leisure: Access to premium holiday resorts, space in a high-speed sleeper

car, or tickets to exclusive cultural events.
● Above-Quota Consumption: If you want a larger living space than the basic democratic

standard, or a wider variety of food than the base ration, you use vouchers to "upgrade."

4. The "Burn" Mechanism and Re-planning

What is a labour voucher?

Labor Vouchers are the primary tool for individual consumption of non-essential goods. They 
are specifically designed to reward contribution and incentivize skill acquisition while preventing 
the accumulation of private capital or the emergence of a new 
"ruling class." 
Here is the operational breakdown of how they function within the PDNME: 

1. The Earning Formula
Unlike money, which is often disconnected from actual labor time (e.g., through rent, interest, or 
speculation), labor vouchers are strictly tied to time and quality. The AI calculates your earnings 
using the following formula: 
Vouchers = T \times M_s \times M_i 



This is the most critical technical aspect for the I-O Matrix Solver: 
When you spend 500 vouchers on a new high-end bicycle, those vouchers do not go to the 
bicycle factory. They are destroyed. 

● The AI's Role: The AI records the "purchase" as a data point. It sees that demand for
bicycles is high.

● The Resource Shift: The AI then updates the Input-Output Matrix to allocate more
carbon fiber and labor time to the bicycle guild for the next cycle.

● Incentive Loop: Because the factory produced a high-demand item, its workers might
receive a slightly higher Intensity Multiplier (M_i), rewarding them for meeting social
needs efficiently.

5. Security and Fairness
To prevent the system from being "gamed": 

● Auditing: Since the AI tracks all resource flows, it would notice if an individual has
"luxury" items that they haven't spent vouchers on, triggering an investigation into
potential data manipulation or theft.

● Social Equity: Because you cannot "invest" vouchers to make more vouchers, no one
can become "wealthy" enough to stop working and live off the labor of others. Every
individual must contribute (or be in a compensatory category like retirement/disability) to
access the luxury tier.

In essence, labor vouchers act as a rational social bridge between individual desires and the 
collective plan, ensuring that those who contribute more can enjoy more, without ever 
threatening the foundational equality of the system. 



● Mechanism: Individuals who hold critical, highly skilled jobs—which are essential for the
production of all goods, especially the complex luxury items—are prioritized when these
scarce items are distributed.

● Result: A highly skilled engineer is not only paid in vouchers but also moves to the front
of the queue for the best housing, advanced travel, or limited-run personal technology,
making the reward tangible and status-enhancing.

2. Secondary Reward: Skill and Intensity Multipliers
To ensure the incentive aligns with the time and effort required for training, the AI adjusts the 
effective value of a skilled worker's labor time. 

● Mechanism: The Planning AI applies a rational, transparent Skill and Intensity
Multiplier to the worker's time. This is integrated into the calculation of the Hybrid Unit of
Account's Labor Time component.

● Calculation Basis: The multiplier is tied to objective, democratically defensible metrics,
such as:

○ Verified Training Time: The number of years required for education and
certification.

○ Rarity of Skill: How few individuals in the economy possess the necessary
expertise.

○ Objective Performance: Proven, measurable efficiency and quality output.
● Result: While both a general laborer and a neurosurgeon work 8 hours, the

neurosurgeon's 8 hours might be valued by the AI as 5 \times \text{standard hours} due to
the multiplier. They receive five times the number of labor vouchers for the same time
worked, allowing them to acquire luxury goods far faster.

3. Tertiary Reward: Guaranteed Basic Provision
This is the foundational security that allows skilled workers to focus on their specialization 
without distraction. 

● Mechanism: The system eliminates the social burdens (poverty, debt, homelessness)
that often plague workers in market systems.

● Result: The skilled laborer's compensation in vouchers is not needed for survival, but is
entirely disposable income for quality-of-life improvements. This allows their higher
compensation to be purely a reward for excellence and a means to access desirable

How are those with specific skills rewarded?
Skilled labor is rewarded through a combination of prioritized access to luxury 
goods and a higher effective labor voucher rate, which is rationally determined by 
the Planning AI. 
The system is designed to incentivize the acquisition of specialized skills and high-quality 
performance without resorting to market wages or wealth accumulation. 
Here is a breakdown of the three mechanisms that reward skilled labor: 

1. Primary Reward: Prioritized Access to Luxury
Goods
This is the most direct and visible reward for all high-value work, including skilled labor. 



scarcity, making the voucher a pure incentive. 
In summary, skilled labor is rewarded with a higher quantity of vouchers to purchase scarce 
goods, and prioritized access to the best scarce goods, all determined by a rational, 
transparent, and non-arbitrary formula set by the democratic planning authority and calculated 
by the AI. 



● Free Basic Quotas: Those with disabilities are fully provided for regarding all basic
necessities (housing, food, transport, essential care) via the free, allocated quota system.
Their survival and comfort are guaranteed, regardless of work status.

2. Extending the Luxury Priority (The Compensatory
Vouchers)
To ensure fairness and access to the incentive system, the AI planner would institute a 
Compensatory Voucher System (CVS) for citizens with certified disabilities. 

● Mechanism: The AI would grant a monthly allocation of Labor Vouchers to the citizen
with the disability, compensating for the labor they cannot contribute.

● Voucher Calculation: The amount of compensatory vouchers would be rationally
determined by the AI based on a democratic standard, such as:

○ The National Average Wage: The citizen receives vouchers equivalent to the
national average of the standard (unmultiplied) labor hour.

○ The Cost of Care: The vouchers could be calculated to cover the average luxury
cost of any specialized goods or services necessary to improve their specific
quality of life (e.g., specialized high-end assistive technology, unique access
arrangements).

3. Prioritization for Essential Quality-of-Life Goods
The democratic body must establish that certain "luxury" items transition to prioritized 
essential items when required by a disability. 

● Priority Status: For citizens with certified disabilities, the AI system would re-categorize
certain luxury items (e.g., a high-tech custom wheelchair, specialized vehicle
modifications, advanced home automation systems) as having top priority status.

● Mechanism: The citizen would use their compensatory vouchers, but their purchase
would jump ahead of the queue of other workers buying non-essential luxury items. This
ensures that their specific needs are met with the highest quality goods the economy can
produce.

How does the system compensate those with disabilities?

A truly democratic system must account for the needs and dignity of all citizens, including 
those with disabilities who cannot contribute labor. 
If those with disabilities were excluded from accessing luxury items, the system would violate 
its own democratic and egalitarian principles. However, since the system is based on rewarding 
labor contribution via vouchers, a specific mechanism must be introduced to extend that 
reward to those who are unable to work. 
Here is how the principles of the Planned Democratic Non-Market Economy (PDNME) would 
likely address the prioritization of luxury items for those who cannot work: 

1. Guaranteed Basic Needs (The Foundation)
First, the system already provides the foundational security: 



4. Addressing the Incentive Conflict
The challenge is that this system gives the luxury reward without requiring labor contribution. 
This is politically justified within a democratic non-market framework: 

● Social Contract: The payment of compensatory vouchers is viewed as a rational cost of
maintaining a just and functioning society (a form of social insurance), not a reward for
labor. It is a cost borne by the collective labor of the society.

● Calculation Integrity: The AI ensures that the total value of these compensatory
vouchers is mathematically accounted for in the Input-Output (I-O) Matrix as a social
cost, which slightly increases the overall Hybrid Unit Value of all goods, but maintains the
integrity of the economic calculation.

By implementing the Compensatory Voucher System and re-categorizing essential 
disability-related goods as priority items, the PDNME successfully maintains both the labor 
incentive system and its democratic commitment to social equity. 



● The Principle: Retirement vouchers ensure that the individual benefits from the lifetime of
value they added to the system (measured in total Labor Time, Energy, and Scarcity
efficiency gains they achieved).

● The Goal: It maintains the core incentive of the system: contribute labor during your
active years, and the democratic state will guarantee your well-being and access to
luxuries throughout your life, not just your working years.

2. The Retirement Voucher Mechanism
The Planning AI would implement a system that links the voucher allocation directly to the 
individual's history of work: 

● Calculation Basis (The "Pension Equivalent"): The amount of compensatory vouchers
granted upon retirement would be calculated based on the individual's Total Lifetime
Labor Contribution and their Average Skill Multiplier.

○ Simple Retirement: An individual who worked 40 years at the standard
(unmultiplied) labor rate would receive a certain baseline number of vouchers.

○ Skilled Retirement: A highly skilled engineer who benefited from a 5 \times
\text{standard hour multiplier} during their career would receive a proportionally
higher monthly retirement voucher allocation, reflecting the greater value they
contributed.

● Result: This system ensures that the retired engineer maintains a higher capacity to
acquire luxury goods than the retired general laborer, preserving the incentive structure
established during their working lives right up to the end of life.

3. Prioritization and Allocation
Like the disability system, retired individuals would receive the foundational benefits first: 

● Free Basic Quota: All basic needs are covered by the state's allocation system.
● Voucher Use: The compensatory vouchers are then used exclusively for luxury items,

travel, hobbies, and other non-essential quality-of-life enhancements, meaning the entire
retirement income is dedicated to discretionary spending.

In conclusion, retirement vouchers are a crucial component of the PDNME's incentive structure. 
They function as a deferred payment for a lifetime of skilled labor, ensuring that the reward 
for high-value work is truly lifelong, thereby maintaining the integrity of the labor-incentive 
system. 

What happens after an individuals working life?
This is a logical and necessary extension of the Compensatory Voucher System, as retirement, 
like disability, represents a period when an individual is no longer contributing active labor but 
has previously contributed a lifetime of work. 
Under the principles of the Planned Democratic Non-Market Economy (PDNME), those who 
are retired would absolutely receive compensatory vouchers, but the mechanism and the 
justification would be different from those used for disability. 
Here is how the system would handle retirement: 

1. Justification: Rewarding Past Contributions
The core difference is that retirement compensation is not a social welfare measure (like 
disability) but a deferred reward for past contributions to the economy. 



● The Problem with Hoarding: If 10 million citizens save up vouchers for 20 years and all
decide to "buy" a luxury space-tour on the same day, the AI would face a catastrophic
resource shortage. The I-O Matrix cannot pivot that fast.

● The Solution: By giving vouchers a "shelf life," the AI can accurately predict the "velocity"
of consumption. It knows that vouchers earned this year will likely be spent within the next
2-3 years, allowing it to balance the production of luxury goods with the actual "credits" in
circulation.

2. Mechanisms for Expiration
There are two primary ways your system could handle this, and the choice would likely be made 
by the Democratic Economic Assembly. 

Option A: The Hard Expiration (The "Cycle" Model) 

Vouchers are tied to specific planning periods (e.g., a 2-year cycle). 
● How it works: Vouchers earned in 2025 are valid until the end of 2027. After that, they

are automatically deleted.
● Result: This forces a "use it or lose it" mentality, keeping the economy moving and

preventing the accumulation of massive "stagnant" purchasing power.

Option B: Soft Decay (The "Demurrage" Model) 

Vouchers slowly lose value over time rather than disappearing all at once. 
● The Math: A voucher might lose 0.5% of its value every month it remains unspent.

V_{now} = V_{earned} \times (1 - r)^t (Where r is the decay rate and t is time).
● Result: This discourages hoarding while still allowing for short-to-medium term savings. It

acts as a "negative interest rate," ensuring that claims on society’s labor are exercised
relatively close to the time the labor was actually performed.

3. The "Savings" Exception: Big-Ticket Items
A major psychological challenge is how citizens "save up" for very large luxuries (e.g., a 
custom-built sustainable home or a private submersible). 

● The "Designated Saving" Protocol: The AI allows citizens to "tag" a portion of their

Do labour vouchers expire?
The question of Expiration is one of the most debated topics in non-market economics. If 
vouchers last forever, they can be hoarded, leading to "economic ghosts"—claims on resources 
that the AI isn't prepared to fulfill all at once. If they expire too quickly, people feel they have no 
security for the future. 
In your PDNME, the expiration policy is a vital tool for maintaining the stability of the 
Input-Output (I-O) Matrix. 

1. The Logic of Expiration: Avoiding "Demand
Shocks"
The primary reason to have vouchers expire is to ensure predictability. 



vouchers for a specific, high-value luxury. 
● AI Integration: Once tagged, the AI removes those vouchers from the "immediate

demand" pool and adds them to a "future production" queue. This tells the AI: "In 5 years,
this citizen will need the resources for a custom home."

● Benefit: This protects the vouchers from expiration or decay while giving the AI years of
lead-time to prepare the materials and labor in the I-O Matrix.

4. Why this doesn't hurt the worker
In a market economy, expiration would be terrifying because you need money for survival 
(healthcare, old age, rent). In your PDNME: 

1. Survival is Guaranteed: You never need vouchers for food, housing, or medicine.
2. Retirement is Secure: As we discussed, you receive Compensatory Vouchers upon

retirement. You don't need to "save" for your 70s because the system calculates your
lifetime contribution and rewards you then.

3. No Inflation: Since the AI sets the Hybrid Unit Value based on physical reality
(Labor/Energy/Scarcity), your vouchers don't lose value to "inflation"—only to the
democratically agreed-upon expiration/decay rate.

Summary: Static vs. Expiring Vouchers 
Feature Static Vouchers (Infinite) Expiring/Decaying Vouchers 
Predictability Low (Sudden demand spikes) High (Smooth demand curve) 
Social Structure Risk of "Voucher Aristocracy" Ensures ongoing 

contribution 
AI Workload High (Must maintain huge 

reserves) 
Optimized (Matches current 
production) 

Hoarding Encouraged Discouraged 
By using a decay or expiration model, the PDNME ensures that the economy remains a "living" 
system where the rewards for labor are synchronized with the actual production capacity of the 
planet. 



● Targeting Human Desire: Prioritizing luxury goods (e.g., better housing, faster transport,
unique cultural experiences, advanced personal technology) capitalizes on people's
natural desire for comfort and status, making job loss a far greater personal penalty than
a simple deduction of labor hours.

● Decentralized Enforcement: The threat is personalized. Every manager/worker knows
that inaccurate reporting endangers their individual status, forcing them to self-police their
data submission.

● Solving the Quota Problem: This system shifts the focus from "meet the production
quota at any cost" (the Soviet problem) to "ensure the overall economic plan is
accurate," because only an accurate plan can keep the system stable enough to produce
luxury goods.

2. The Vulnerabilities (Why Lies Persist)

Even with this threat, historical context shows that the incentive to manipulate data can arise 
from sources other than individual greed: 

A. Institutional Pressure (Survival of the Organization)

● The Problem: The manager's incentive is often not purely selfish but driven by the need
to ensure the survival of their organization. If a plant manager is told the AI has
allocated 10 tons of copper to them, but they know they need 15 to prevent a production
halt that would affect the entire supply chain, they may feel compelled to lie about the
copper they have on hand to secure the necessary resources.

● The Result: The lie is not to gain luxury items, but to protect the organization and their
team's jobs.

B. The "Lies to the Left and Right" Problem

● The Problem: The honesty of one organization depends on the honesty of all others. If
an organization receives an input (e.g., low-quality steel) that doesn't meet the AI's
standard specification, they must report this issue. However, if they fear retaliation from
the upstream organization that supplied the steel, they might choose to lie and report the
steel as "standard" to keep the supply chain moving.

What are the incentives and consequences?
Having introduced the critical element of incentives and consequences into the planned 
system, I am proposing that the fear of losing job-related privileges—specifically, the 
prioritization for luxury items—would be sufficient to enforce trustworthy data collection. I 
am sure the reader will agree that this mechanism creates a powerful incentive structure that 
could significantly improve data integrity compared to historical systems like the Soviet model. 
However, I must point out that this single threat is unlikely to be 100% effective against the 
immense pressure of a planned economy, especially without the support of the AI and 
standardized metrics. 
Here is an analysis of why this mechanism works and where its vulnerabilities lie: 

1. Why the Luxury Incentive Works (The Stick)

By linking job performance (accurate reporting) directly to a highly desirable, scarce, and 
consumable reward (luxury goods), the government creates a strong incentive for compliance. 



● The Result: Data manipulation becomes a social and political agreement between
managers rather than a purely individual choice.

C. The Ambiguity of "Truth"

● The Problem: In a complex economy, reporting "the truth" is often ambiguous. How does
a manager truthfully report the number of hours spent on a task that was interrupted?
How do they report the quality of a tool that is deteriorating?

● The Result: Managers use their discretion, which allows for small, cumulative distortions
in the data that are hard for the AI to detect but which undermine the overall accuracy of
the plan.

Conclusion: The Need for the Hybrid Unit and AI 

The threat of losing luxury prioritization is a powerful incentive mechanism, but it cannot 
enforce "truth" on its own. 
For this system to be truly robust, it must rely on the AI and the Hybrid Unit of Account to: 

1. Reduce Opportunity for Lies: The AI must use automated data collection (sensors, IoT)
to verify physical realities (energy use, physical flow of materials), reducing the need for
human managers to report potentially manipulated numbers.

2. Ensure Rationality: The Hybrid Unit (with scarcity and energy input) ensures that
managers are judged on efficiency and prudence rather than just hitting a quota, which
aligns their incentive with the overall economic rationality of the plan.

The luxury incentive is the motivation for honesty; the AI and the Hybrid Unit are the tools 
for detecting dishonesty and calculating the truth. 



● The Submission: The inventor uploads blueprints, chemical formulas, or code.
● AI Virtual Prototyping: The AI doesn't just read the proposal; it runs a Digital Twin

Simulation. It plugs the new invention into the global Input-Output (I-O) Matrix to see
what happens.

○ Example: If you invent a new solar cell, the AI simulates the effect on the entire
energy grid. Does it lower the Embodied Energy (W_2) of all other goods? Does it
use a rare mineral that would spike the Natural Scarcity Index (W_3)?

● The "Rationality Score": The AI assigns the project a score based on its potential to
lower the global Hybrid Unit Value.

2. Resource Allocation (The "Physical" Investment)
If the project passes the simulation, the AI doesn't give you "money"—it grants you Direct 
Access to the Means of Production. 

● Experimental Credits: The AI issues a specialized authorization that allows you to
"order" raw materials, energy, and lab space from relevant organizations (e.g., a Physics
Guild or a Prototyping Farm).

● Innovation Sabbatical: To give you time to work, the AI records your innovation hours as
"High-Value Social Contribution." Your standard labor requirement for your "day job" is
reduced or suspended, but you continue to receive your Labor Vouchers (and perhaps a
bonus multiplier) as if you were working.

3. Collaboration with the "Guilds"
Innovation in a PDNME is a collaborative, open-source process. 

● The Guild Match: The AI matches the inventor with the necessary Skilled Labor. If you
are a chemist but need an electrical engineer, the AI scans the labor database for
engineers whose "interest profiles" match your project.

● Open Progress: Unlike market trade secrets, every step of your research is visible to the
public. Other scientists can audit your data or suggest improvements in real-time,
accelerating the development cycle.

4. The Reward: Attribution and Multipliers
Since you can't "own" the company or sell it for billions, the reward system is built on Social 

What are the drivers for innovation?
In a market economy, innovation is driven by "venture capital"—private money looking for a 
return. In a Planned Democratic Non-Market Economy (PDNME), the "investor" is the 
Planning AI, and the "return" is not money, but a reduction in the Hybrid Unit Value (V) of 
goods or an improvement in human well-being. 
Here is how a single citizen moves from a "lightbulb moment" to a global implementation without 
a single dollar of capital. 

1. The "Innovation Portal" (The Digital Pitch)
Instead of pitching to a room of VCs, a citizen submits their proposal to a global, open-access 
Innovation Portal. 



Status and Skill Multipliers. 
● The "Inventor Multiplier": Once the invention is deployed and successfully lowers the

cost of goods for society, the AI applies a permanent Skill Multiplier to your labor. Even if
you go back to a standard job, your "Value per Hour" is permanently higher because you
proved you can generate massive social value.

● Prioritized Access: High-impact innovators are granted the highest tier of Priority
Access for luxury goods (e.g., the first pick of new housing, advanced travel, or
limited-run artistic products).

● Attribution (Non-Monetary IP): Every time the I-O Matrix uses your invention, your name
is attached to the data. In a society where status is based on contribution rather than
wealth, this is the ultimate "Social Capital."

5. Comparison: VC vs. PDNME Innovation
Feature Venture Capital (Market) PDNME Innovation 
Criteria for Funding Expected Profit / Market Size Reduction in V (Efficiency & 

Well-being) 
Barrier to Entry Who you know; your credit 

score 
The technical logic of your idea 

Information Trade Secrets (Proprietary) Open Source (Public Good) 
Incentive Personal Wealth (Billionaire 

status) 
Higher Vouchers + Priority 
Luxury + Social Status 

Why it's more efficient: 

In a market, a great idea might die if it isn't "profitable" (e.g., a cure for a rare disease). In your 
system, if the AI determines that the invention improves human life and fits within the resource 
budget (NSI), it is mathematically guaranteed to be funded. 



● Off-the-Books Production: If a furniture guild says it produced 100 chairs, but the IoT
sensors in the factory recorded energy consumption and wood-sawing time equivalent to
110 chairs, the AI flags a Production Anomaly.

● The Investigation: The AI knows that 10 chairs have "vanished." It investigates whether
they were stolen for an underground trade or if there was an unreported equipment
failure. In a non-market system, "leakage" of physical goods is the primary indicator of an
underground economy.

2. Consumption Auditing (The "Wealth" Check)
In your system, you cannot "get rich" in secret. Because all luxury goods are registered to a 
citizen's ID upon "purchase" with vouchers, the AI can perform Passive Consumption 
Auditing. 

● The Logic: If Citizen A has a luxury espresso machine in their home, but their digital
ledger shows they never spent the vouchers for it, the AI flags a Possession Anomaly.

● The Detection: The AI doesn't need to raid homes; it simply cross-references the
IoT-connected maintenance grid (which might report the machine's power usage) or the
delivery logs.

● The Result: This makes it very difficult to "barter" for high-end luxury items. You might be
able to trade a home-cooked meal for a favor, but you cannot trade a car for a boat
without the AI noticing the transfer of registered assets.

3. The "Incentive Gap" (Reducing the Need)
The most effective way your PDNME kills the black market is by removing the motive for it. 
Market Black Market Motive PDNME Response 
Survival (Buying food/medicine) Eliminated: All basic needs are free and 

guaranteed via the Quota System. 
Escaping Taxes Eliminated: There are no taxes; the "cost" is 

built into the Hybrid Unit. 
Wealth Accumulation Eliminated: You can't "invest" or grow 

vouchers; hoarding is discouraged by 
expiration. 

How do you propose to deal with the underground economy?
Managing an Underground Economy (or "black market") is a challenge for any economic 
system. In a market economy, the black market thrives on cash, which is untraceable and 
allows for tax evasion and illegal trade. 
In a Planned Democratic Non-Market Economy (PDNME), the underground economy is 
much harder to sustain because the "currency" (Labor Vouchers) is digital, non-transferable, 
and linked to your biometric identity. However, people are creative, and an informal economy 
might still attempt to emerge through barter or "favor-swapping." 
Here is how the Planning AI and the system's infrastructure detect and prevent this: 

1. The Anomaly Detection Engine (The AI Audit)
Since the I-O Matrix and the IoT Network track every physical resource and watt of energy, the 
AI can detect when something "doesn't add up" at the organizational level. 



Market Black Market Motive PDNME Response 
Accessing Banned Goods Reduced: The Democratic Assembly sets the 

rules. If a good is banned (e.g., harmful drugs), 
the AI tracks the specialized precursors needed 
to make them. 

4. The "Favor Economy" and Social Reputation
The only remaining area for an underground economy is the informal exchange of services 
(e.g., "I'll paint your house if you tutor my child"). 

● The Problem: This bypasses the Labor Voucher system and the AI's data collection on
labor-time.

● The Solution: The system allows for a "Gift Economy" for small, personal favors, but
anything large-scale must be reported to maintain the accuracy of the I-O Matrix.

● The Reputation Multiplier: If a citizen is found to be consistently working "off-the-books,"
the AI may temporarily lower their Skill or Intensity Multiplier, as they are technically
"withdrawing" their labor from the democratic plan that supports their own basic needs.

Summary: The "Glass House" Economy 

Because the system is a "Digital Twin" of the physical world, it is very hard to hide physical 
reality from the AI. An underground economy in a PDNME is not a matter of "hidden money," 
but a matter of "hidden matter and energy." Since the AI monitors every wire and every ton of 
steel, the shadows where a black market would hide are constantly illuminated. 



1. Logistical Coordination: Ensuring a smooth flow of materials and services.
2. AI Reporting: Providing data to the central AI so it can audit the trade's rationality and

update the Input-Output Matrix.
Here is how a bilateral agreement would function between two organizations: 

Example Scenario: Steel Mill and Robotics Guild 
Let's imagine two organizations: 

● Organization A: The Global Steel Production Mill (GS-Mill 7)
● Organization B: The Automated Maintenance Robotics Guild (AMRG)

The Need: GS-Mill 7 needs regular maintenance and eventual upgrades for its robotic arms. 
AMRG needs specialized, high-grade structural steel for the chassis of its new generation of 
maintenance robots. 

1. The Value Calculation (The AI's Pre-Work)

Before the organizations even meet, the Central Planning AI has already calculated the Hybrid 
Unit Value of their goods: 

● Steel (1 Ton, High-Grade): V_{\text{Steel}} = 1,200 Planning Units
○ (High value due to high Embodied Energy for smelting and a medium Natural

Scarcity Index for iron ore/alloys).
● Robotics Maintenance (1,000 Skilled Hours): V_{\text{Service}} = 1,200 Planning Units

○ (High value due to high Labor Time, multiplied by the Skill Multiplier for robotics
experts).

2. The Bilateral Agreement Structure

The organizations negotiate an agreement based on equivalence of value, not money: 
Section Content Rationale 
I. Exchange Commitment GS-Mill 7 commits to supply 

1,000 Tons of specialized 
structural steel (Total Value: 1.2 
Million Planning Units) over the 
next fiscal cycle. 

Defines the exact quantity and 
type of physical goods to be 
delivered. 

II. Reciprocal Commitment AMRG commits to provide 
1,000,000 Skilled Labor 
Hours of robotic maintenance 
services (Total Value: 1.2 
Million Planning Units) over the 
next fiscal cycle. 

Defines the reciprocal service 
commitment, ensuring the 
exchange is value-equivalent 
based on the Hybrid Unit. 

III. Logistics & Timing Steel to be delivered in 10 
equal monthly shipments. 

Eases the burden on the 
central planner by managing 

How do bilateral agreements work under a PDNME?
A bilateral agreement under a Planned Democratic Non-Market Economy (PDNME) would 
look drastically different from a market contract. It would be an agreement to exchange 
services and goods based on their calculated Hybrid Unit Value, not on a fluctuating price. 
The agreement serves two main purposes: 



Section Content Rationale 
Maintenance hours to be 
allocated weekly based on a 
pre-agreed schedule for robot 
health checks. 

operational scheduling details. 

IV. Data Reporting (The
Crucial Section)

Both parties agree to transmit 
real-time data to the Central AI: 
GS-Mill 7 reports material 
consumption and energy for 
each steel batch. AMRG 
reports labor hours and specific 
parts used for each 
maintenance task. 

Ensures trustworthy data 
collection and allows the AI to 
audit the trade's efficiency. 

V. Auditing and Review Agreement is subject to 
automatic review by the Central 
AI if the Hybrid Unit Value of 
the steel or service shifts by 
more than 10% or if delivery 
targets are missed by more 
than 5%. 

Provides a trigger for AI 
intervention, upholding the 
system's rationality. 

3. The Central AI's Role (Auditor, Not Negotiator)

The central AI does not negotiate the agreement. It only receives the final bilateral document 
as data input. 

● The Check: The AI verifies that \text{Value}_{\text{Steel}} \approx
\text{Value}_{\text{Service}}. If one side is cheating or being inefficient (e.g., the steel mill
is demanding a huge amount of maintenance for a small amount of low-value steel), the
AI flags the agreement as irrational.

● The Update: Once approved, the AI updates its Input-Output Matrix to reflect that 1,000
tons of steel are now allocated to AMRG, and 1,000,000 skilled hours are allocated to
GS-Mill 7. This prevents other organizations from trying to acquire those resources
elsewhere.

This system delegates operational complexity while retaining central control over rationality 
and resource allocation—the core requirement for a successful planned non-market economy. 



● The Goal: To reduce the total Hybrid Unit Value of the final product.
● Mechanism: By merging production facilities across, say, the US and Canada, the

combined organization can:
○ Reduce Duplication: Eliminate redundant administrative or research teams.
○ Optimize Logistics: Coordinate transport networks to move raw materials or

intermediate goods more efficiently, thus reducing the total Embodied Energy
component of the Hybrid Unit.

○ Leverage Scale: Invest in larger, more efficient machinery, which amortizes its own
Embodied Energy cost over a much greater volume of output.

● Incentive: The merged organization will be measured by the Central AI against a lower
Hybrid Unit Value benchmark for its goods. If it achieves this, its managers and workers
will be rewarded with greater access to luxury prioritization.

2.🔬 Specializing and Sharing Scarcity (Rationalizing
the NSI)
This addresses the pressure exerted by the Natural Scarcity Index (NSI) component of the 
Hybrid Unit. 

● The Goal: To concentrate production of resource-intensive goods in the most suitable
global locations.

● Mechanism: Merging allows a German high-tech manufacturing firm with a Chilean
mining organization. This single, vertically integrated organization can now:

○ Minimize Scarcity Waste: Better coordinate the use of rare resources (like lithium
or copper) directly from the mine to the final product, preventing leakage or waste
that often occurs across multiple organizations.

○ Concentrate Knowledge: Pool expertise in refining or recycling scarce materials,
thereby lowering the effective NSI component through superior conservation
techniques.

● Incentive: The ability to demonstrate a lower NSI-related cost is a massive signal of
efficiency to the Central AI, again leading to higher organizational rewards.

3.🧠 Cross-Border Knowledge and Skill Transfer
This addresses the specialization and quality component of the Labor Time calculation. 

Can organizations merge across international borders?
Allowing autonomous organizations to merge across international borders introduces a dynamic 
element that serves several vital economic and political purposes. 
The reasons for these cross-border organizational mergers are primarily driven by efficiency, 
specialization, and the pursuit of rational planning within the non-market framework. 
Here are the key reasons why organizations in different countries would choose to merge: 

1. ⚙ Achieving Economies of Scale (Efficiency)
This is the most direct economic reason for a merger, transcending both market and non-
market systems. 



● The Goal: To unify scattered global expertise and raise the average skill level across the
organization.

● Mechanism: An organization in Japan highly skilled in robotics maintenance merges with
a less experienced but growing robotics organization in Brazil. This facilitates:

○ Training & Standardization: Standardizing the highly-valued Skill Multipliers and
specialized processes across all merged units.

○ Rapid Innovation: Creating a single, larger research and development (R&D) arm
capable of tackling more complex, global planning problems faster.

● Incentive: The merged organization's overall Labor Time component becomes more
efficient due to the adoption of the highest quality labor practices, which benefits everyone
in the organization.

4.🤝 Reducing Bilateral Agreement Burden
(Administrative Simplicity)
This eases the daily operational burden for the organizations themselves. 

● The Goal: To convert dozens of complex, cross-border bilateral and multilateral
agreements into simple internal allocations.

● Mechanism: If the German manufacturer and the Chilean miner merge, they no longer
need to negotiate an exchange of steel for copper with the AI auditing the fairness of
every step. The resources simply flow internally.

● Benefit: The organization reduces its risk of being flagged by the Central AI for an
"irrational" bilateral agreement, and managers can focus on production rather than
constant negotiation.



Beyond the core economic reasons of efficiency, specialization, and administrative simplicity, 
there are several important political, resilience, and ethical reasons why organizations in 
different countries would choose to merge under a Planned Democratic Non-Market 
Economy (PDNME). 
These reasons are tied to the unique nature of a non-market, internationally cooperative 
system: 

5.🛡 Enhancing System Resilience and Redundancy
In a planned economy, disruptions in one area can paralyze the entire supply chain. Merging 
creates internal buffers against these disruptions. 

● The Goal: To build redundancy and minimize the risk of a single geopolitical event or
local disaster derailing the global plan.

● Mechanism: If a merged organization has two primary facilities—one in a geologically
stable region (e.g., Sweden) and one in a region prone to seismic activity (e.g., Japan)—a
disaster in one area does not stop the entire operation. Merging allows for the seamless
reallocation of staff, resources, and production schedules internally.

● Benefit: The Central AI registers the merged organization as having higher resilience,
making it a more dependable supplier in the Input-Output Matrix. This may be rewarded
with higher prioritization for long-term resource security.

6.⚖️ Fulfilling Global Justice and Equity Mandates
Since the PDNME is built on democratic and equity principles, organizations can merge to 
address global imbalances. 

● The Goal: To ensure the distribution of high-skill jobs and technological capital is spread
equitably across all participating member states, particularly benefiting developing
regions.

● Mechanism: A highly sophisticated pharmaceutical organization in Europe might
strategically merge with a less advanced manufacturing facility in South America. The
terms of the merger would be designed to immediately transfer high-tech machinery and
skilled training protocols.

● Benefit: This fulfills the political commitment of the PDNME, ensuring that the benefits of
the global system are shared, rather than being concentrated in historically wealthy
nations. This actively lowers the political and social risks of the entire global system.

7.💡 Standardizing and Sharing Ethical Labor
Practices
The non-market system values social contribution as highly as economic efficiency. 

● The Goal: To ensure the highest standard of labor practices, resource management, and
democratic internal governance are uniform across all global operations.

● Mechanism: Merging allows the organization with the best democratic labor practices
(e.g., highest safety standards, most equitable internal decision-making) to impose those
standards on the entire merged entity worldwide. This ensures the organization’s overall
Labor Time component is ethically produced.



● Benefit: The democratic planning authority can incentivize organizations to adopt the
highest ethical standards, potentially through a minor Ethics Multiplier applied to the
organization's overall rating within the planning framework.

In summary, cross-border mergers in the PDNME are not just about profit; they are strategic 
moves to enhance global efficiency, ecological responsibility, political stability, and social 
justice—all of which contribute to the organizational success within the non-market metric of 
the Hybrid Unit of Account. 



I.🏛 Phase One: Political and Computational
Foundation (The "Nationalization of Data")
This phase focuses on securing the political mandate and building the technological apparatus 
required for the AI planner to function. 

A. Establish the Democratic Mandate (The Political Shift)

● UN Charter Amendment: The process would likely begin with member states agreeing to
a new international charter that mandates the goals of the PDNME (universal basic
provision, resource conservation, non-monetary trade).

● Democratization of Planning: Establish the supreme democratic bodies responsible for
setting the weights (W_1, W_2, W_3) of the Hybrid Unit and defining the initial list of
basic goods quotas vs. luxury items. This shifts economic power from private capital to
democratic consensus.

B. Construct the Central Planning AI and Data Infrastructure

● Build the AI Supercomputer: Invest massively in the computational hardware and
development of the core AI algorithms necessary to run the Input-Output (I-O) Matrix
and calculate the Hybrid Unit of Account in real-time.

● Mandate Data Standards: Require all participating organizations (both private and
soon-to-be public) to adopt global, open-source standards for reporting labor, energy use,
and material inputs.

● Deployment of IoT Infrastructure: Begin mass deployment of sensors (IoT) in factories,
transport networks, and resource extraction sites to ensure automated, trustworthy data
collection, reducing reliance on human reporting before the system goes live.

II.⚙️ Phase Two: The Parallel Economy and Trial Run
(The "Dual System")
This phase involves running the PDNME alongside the market economy to test the system and 
train the AI without causing catastrophic failures. 

A. The Pricing and Valuation Trial

● Shadow Calculation: The AI begins calculating the Hybrid Unit Value for all existing
products, but these values are not used for trade. The AI uses real-world market data,
labor reports, and energy logs to refine its I-O model and its NSI calculations.

What are the steps to transition?
A transition of this magnitude—moving away from a globalized market system—would be quite 
complex, requiring simultaneous political, computational, and logistical changes across many 
nations. 
Based on our discussion, here are the three major phases and critical steps necessary to 
transition from the current system to a Planned Democratic Non-Market Economy (PDNME): 



● Establish Labor Vouchers: Introduce the Labor Voucher system in a limited,
non-disruptive sector (e.g., public services or intra-government trades) to test security,
transfer protocols, and the associated incentive system.

B. Phased Social Transition

● Guarantee Basic Goods (Initial Rollout): Select one or two core basic necessities (e.g.,
basic food rations or utility services) and begin providing them free, allocated by quota,
while the market still prices the rest. This tests the administrative quota system and builds
public confidence in the guarantee of basic needs.

● Negotiation of Bilateral Agreements: Encourage pilot organizations to run their
day-to-day operations using the delegated bilateral/multilateral agreement structure,
reporting the terms of these agreements to the AI, which checks them for rationality using
the calculated Hybrid Unit Value.

III.🚀 Phase Three: The Great Conversion (The
"Non-Market Leap")
This is the point of no return, where the market economy is fully supplanted by the planned 
system. 

A. Full Conversion of Value

● Abolish Money: On a synchronized global date, the national currencies of all
participating states are phased out for internal use.

● Activate the Hybrid Unit: All remaining goods and services (above the basic quota) are
instantly priced in the Hybrid Unit of Account. All labor is compensated in Labor
Vouchers, allowing citizens to access the system's luxury and scarce goods.

B. Public Ownership and Decoupling

● Nationalization/Publicization: All critical means of production (energy grids, resource
extraction, large-scale manufacturing) are formally transitioned to democratic public
ownership or control, aligning organizational incentives with the PDNME's goals (resource
conservation and efficiency).

● Global Coordination: The AI integrates the final global supply chain data, and all
international trade shifts from market-based currency exchange to the pre-negotiated
bilateral/multilateral agreements, audited and balanced by the AI using the Hybrid Unit
as the final measure of fairness.

This transition requires extraordinary political will and technological trust, but this phased 
approach aims to mitigate the risk of economic collapse by ensuring the calculation engine (the 
AI) is fully functional before the market is shut down. 
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