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Some six months ago one of the authors of this book was invited to come present its ideas to top 

managers from a major multinational. They had read some brief articles and blogposts circulating on 

the internet, and thought that the idea of an 'ethical economy' was interesting. Thinking that he had to 

do with some hard-line capitalists- the economics professors he had encountered at university came to 

mind- he prepared a long presentation of some 40 slides that outlined the argument in detail. He 

thought he really needed to convince them that capitalism-as-we-know-it was a challenged system (this 

was before the 2008 financial crisis). But there was no need to convince: After about three slides he was 

interrupted by a stern executive: ' Listen, we all know this. Our brands are so important to us that we need to 

make a positive impact; we cannot just think about profits. We know that we cannot keep operating as a capitalist 

company. Our problem is, how can we do that? Can you answer that question? ' He couldn't. But he had gotten 

something of a revelation: To hear a top executive of one of the world's greatest multinationals say that 

'we know that we cannot keep operating as a capitalist company' puts things into perspective. It makes you think 

differently about big companies and how they operate. You would have thought that they were so 

locked in to the over-all goal of ever increasing profit to perceive any alternatives. (And, indeed, the 

majority of them  are.) It also makes you wonder what a 'non-capitalist company' would look like. 

 

It is true that companies have begun to come across in new ways. Many now claim to be socially 

responsible; and a growing number publicly list their 'values' - although these often tend to be more or 

less identical versions of the standard mantra of ' Integrity', 'Commitment', 'Trust', 'Honesty', 

'Innovativeness' and, lately, 'Environmental Responsibility'- and claim that such values are what really 

motivates their actions, above and beyond the profit motive. Products increasingly provide 

'experiences' and brands reach out, touch and resonate with the deep emotions of consumers, like their 

desire for social acceptance or their fears of personal inadequacy. (Unilever's recent True Beauty 

campaign for Dove is widely acclaimed for it success in this field. Using photos of 'real people' and 

presenting them as 'beautiful' the campaign obviously resonated with widespread fears of physical 
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inadequacy and lack of self-esteem. This triggered a lot of spontaneous consumer activity across blogs 

and other media, providing the sort of viral push that marketers dream of. ) There are many more 

examples- like RED, an association of brands that contribute a share of revenue to finance a global 

fund for fighting HIV- but the point is that capitalism is increasingly coming across as concerned with 

values, emotions and social relations, and not just profitability.  

 
To some extent this is of course rhetoric and pure marketing. (In 2001 the tobacco company Philip 

Morris spent $ 75 million in what they define as 'good deeds', they then spent $ 100 million telling the 

public about those good deeds. Experts claim that the supposedly 'true' pictures in Dove's campaign 

were just as retouched as those of ordinary models.1). In part such rhetoric is a shrewd response to the 

combined effect of a more aware consumer audience with a more advanced value-set, and the 

stupendous growth and influence of communication, PR, marketing and other consultants that has 

marked the corporate world since the early 1980s. 2 But we, along with the executive quoted above, 

believe that there is also a new and significant reality behind this rhetoric. But what is that 'new reality' 

and how is this potentially not 'capitalist'? In order to answer to that we probably need to begin by 

defining what we mean by 'capitalist'.  

 
Capitalism? 

Like so many other familiar terms, 'capitalism' is very difficult to define. We are simply so used to it that 

we take it for granted. Defining 'capitalism' is a bit like defining 'life' or 'love': it becomes either very 

superficial or very complicated. One way to approach this question is to try to imagine what our 

executive might have meant. How is her company Ônot capitalistÕ? What defines capitalism?  Markets? 

Yes and no, it is true that markets are a central institution in capitalism and that production for the 

market is the most important economic incentive. On the other hand, markets do predate capitalist 

societies (there were plenty of markets in the feudal Middle Ages) and we can very well imagine markets 

that are non capitalist. (Arguably present blended value markets, like ethical consumption- a larger 
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market than alcohol and tobacco together in the UK- involve motivations, like guaranteeing fair 

conditions for poor coffee growers, which are difficult to define as 'capitalist'.) The link between 

'capitalism' and 'markets' becomes particularly misleading if by markets we mean 'free markets': Markets 

where  participants have roughly equal powers and where they can compete freely. While our 

neighborhood farmer's market might be reasonably free, very few important markets are free markets, 

they are usually distorted, by legal forms (you need an expensive license to sell beer, you can't just do it 

in your kitchen), technological constructs (like the sophisticated mathematics that underpin financial 

markets) or political force (as in the case of the WTO) that tilt outcomes in one way or another. 

Indeed, the great economic historian Ferdinad Braudel argued that capitalism should rather be taken as 

the opposite of 'free markets': the advance of global capitalism has proceeded through he imposition of 

various monopolies and the suppression of free competition, from the Spanish and the Portugese 

monopolizing the trade with South America in the 16th century, to the US trying to impose its 

conceptions of intellectual property on China  today.  

 
At any rate, our executive probably did not perceive a problem with markets, after all she works for a 

highly successful consumer-goods oriented company with excellent market channels. What about 

profit?   Capitalism is an economic system where the production of goods and services is systematically 

motivated by the accumulation of private (that is personal or corporate) profits. This is probably the 

difference that a visitor form the past would notice most clearly. It was also what Adam Smith, in many 

ways the 'discoverer' or capitalism as a social system was most fascinated about: the fact that the market 

and the ensuing division of labour makes sure that an unprecedented wealth can follow from the 

coordination of individual profit seeking (see page x below). It is true that profits, like markets had have 

existed before capitalism. But in pre-capitalist society individual profit-seeking was mostly a marginal 

activity: the business of pirates and,  often despised merchants and traders. The aristocracy sought land 

and glory, not profits. And the overwhelming share of the production of basic necessities took place in 

a peasant economy where tradition, not profits, dictated both production and distribution. And if we 
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read classical anthropological accounts of what they called 'primitive societies', that is the indigenous 

societies of, mostly Northern America, Australia, Melanesia and Polinesia that still remained in a 

relatively uncorrupted form in the early twentieth century, we get the impression that their economies 

were dominated by the over-reaching goal of accumulating social prestige and standing, not private 

profits.3 

 
However the company our executive worked for made healthy profits, and she was not in favour of 

ceasing to do so. The problem was rather how those profits were made. Her problem with ÕcapitalismÕ 

was a problem with a particular way of doing things, a particular logic of action that might stand in the 

way of future business success. What is this capitalist logic?  Within capitalism the private private profit 

motive gives rise to and is sustained by a system of rules and regulations; it is institutionalized in such a 

way that a company has to maximize profits at the expense of other concerns whether it wants to or 

not: in the discussion in last Chapter we called this an 'iron cage'. That iron cage works does not so 

much work by telling people what to do, rather it works by structuring the playing field, by determining 

the criteria for value and success.  It contains what we have called a 'logic of value', a systematic way of 

determining the relative importance of different resources and efforts that enables a systematic and 

rational governance of the business process. In this capitalist logic of value, things acquire a social value 

according to their ability to contribute to the accumulation of private profits. And they can only acquire 

value this way if the results that they generate can stay private and excluded from the public realm. This 

way capitalism is governed by a logic of value where only private resources can be considered valuable. 

This is why, in today's accounting systems, a privately owned machine can be considered an asset, while 

the inspiration that one's company can receive from having offices in a cool neighborhood cannot. 

There are debates among economists as to what such private resources should count as valuable and 

what should not. Orthodox Marxists argue that  labour power (the productive time of workers, 

purchased on a labour market and, at least in theory, 'privately' controlled by management during the 

working day)  is the most important such resource and should hence count as the 'measure of al values'. 
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Neo-classical economists maintain that machinery, patents, labour, land and other resources should be 

placed on an equal footing. They all agree however that only private property counts: that only the 

resources that a firm owns or directly controls can be understood to make a direct contribution to the 

production process, and only the benefits that it can somehow appropriate and exclude others from 

enjoying can count as gains.4 The rest is considered positive or negative 'externalities' a 'free lunch 'or a 

cost passed on to someone else (like environmental pollution). At the most it is the business of the 

state to regulate  negative externalities (through pollution control, for example) or to provide positive 

ones, through education and infrastructure, for example.  

 
What is happening now, however is that companies and investors are becoming increasingly aware that 

a number of resources that companies cannot control, like the reputation of their brands, the creativity 

of their consumers or the ability to innovate and be flexible on the part of their knowledge workers do 

have a direct bearing on their business success. Companies increasingly depend on resources that come 

from processes that fall outside the logic of action of capitalism, and that consequently cannot be 

controlled, managed or even properly accounted for by that system. That was what our executive 

meant: her company could not go on to simply behave in a ÔcapitalistÕ way Ðthat is treating only its own 

private resources as valuable and worthy of concern- because the company now relied on a number of 

assets, like brand value, that came from productive processes that followed a different logic, and that 

could not be properly accounted for, managed, or, most importantly perhaps, motivated within the 

capitalist logic of action that she was used to. This growing dependency on ÔexternalÕ resources is a 

common feature across todayÕs advanced economies. On company balance sheets these resources tend 

to figure as ÔintangiblesÕ.  

 

Intangibles and the Ethical Economy.  

Intangibles are things like brand value, intellectual capital, reputation or even environmental 

sustainability that are reflected in stock prices and that have a notable impact on business performance, 
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but that are only sometimes taken up in official accounts, and when they are, they are valued in a 

haphazard way. Indeed, official accounting rules give companies a wide berth in valuing intangibles, or, 

as Nir Kossovski, executive secretary of the Intangible Assets Society, an advocacy group that is 

working to develop new standards and practices for monetizing intangible assets, laconically concludes: 

Ôthere is not the rigor and uniformity that governs the valuation of tangiblesÕ.5 Instead each company basically 

decides how to set the standards, and there is a proliferation of more or less realistic measurement-

systems around. Many of these simply take the difference between the market value of a company and 

its value on the books and calls that Ôbrand valueÕ Ôintellectual capitalÕ or some other kind of intangible. 

But that leaves no possibility of distinguishing what might be a rational market valuation of a genuinely 

productive intangible asset- like the value of a brand- and what might simply be the result of 

speculation or market exuberance.  So here is in essence the crisis of capitalist companies: A growing 

number of them increasingly rely on an asset that they cannot measure and account for in any rational way. And in 

todayÕs highly bureaucratic companies, where the ability to measure and document performance is 

central, such immeasurability means that these assets are not properly managed or even taken into 

account in the calculations that determine business decisions.  This is quite serious since intangible 

assets, although per definition impossible to precisely measure, do amount to a significant economic 

reality: Intangibles are estimated to account for some 7 per cent of US investments in 2000-2003, or a 

bit more than one trillion dollars. According to the US federal Reserve, intangibles explain 1.2 per cent 

of the US growth rate in the 1980s (and 0.3 per cent in the 1970s). Similarly, data on the one hundred 

most traded companies on the London Stock Exchange estimate the share of market price attributable 

to intangibles to have increased from about 20 per cent in 1950 to about 70 per cent in 2000. 6 In his 

study Baruch Lev concludes that overall, current levels of intangibles relative to book value are 

unprecedented, having risen from little over one per cent in the late 1970s to more than six per cent in 

the 1990s.7 Similarly, the table below, building on data from two economists at the US Federal Reserve, 

shows an almost explosive growth in the weight and importance of intangibles in the US economy.  
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Investments in Intangibles in the US economy.8 
 
period   $ billions 
1960-69  41.9 
1970-79  103.3 
1980-9   349.3 
1990-99  749.5 
2000-03  1226.5 
 
 
 
So a significant and growing share of the US economy (about 7 per cent of investments today)- and of 

other advanced knowledge economies (estimates from for example Finland show very similar results) is 

beyond measure, so to say. We know that these assets are there and that they contribute, but we cannot 

say exactly how and how much. Why is this the case? Why can intangibles not be measured within 

existing systems? It is not because they are immaterial or made of air, after all a lot of immaterial things, 

like business services or taxi rides find very precise values within the capitalist economy. Rather it is 

because they are produced in processes that are not reflected by the value logic within which the 

capitalist economy operates. Intangibles are difficult to measure because, to a large extent,  they are 

produced ÔoutsideÕ the capitalist economy, according to a different economic logic. In order to 

understand how that works we have to examine the nature of todayÕs most important intangibles. 

Brand (or reputation) and intellectual capital: how are they actually produced? 

 
Brands 

Brands are one of the most important intangibles in todayÕs economy. In a situation of generalized 

access to material production and a leveling of quality, the extra experience conveyed by a brand 

provides a crucial competitive tool. At the same time the development of brands and brand 

management provides an illustrative example of how the business community has evolved its 

perspective on, and approach to intangible assets in the post-War years. Brands have a long history 

beginning with the origins of modern consumer culture. However their emergence as a significant asset 

coincides with the development of mass production and mass consumption in the late 19th century. 
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Branding then provided a recognizable identity to the abundance of standardized and mass- produced 

goods that consumers faced, allowing them to make a meaningful choice (Lux soap or Persil?) and, 

importantly, to put their trust into a recognizable product with clear origins. Brands thus began as 

symbols of products that gave them a precise cultural identity which they otherwise lacked. Since then 

however brands have evolved to be less about products and more about processes. Brand management 

today is mainly about managing a process of consumption, ensuring that consumers reproduce an 

experience or a set of affective relations to a brand that reproduces its social value. Indeed the value of 

the brand lies precisely in this: that a multitude of consumer around the world, in diverse situation 

perceive that drinking Coca Cola makes a however minute difference in their lives. The nature of the 

ÔdifferenceÕ that a brand makes can vary significantly. The Coca Cola company testimonials website tells 

of  American soldiers in Iraq for whom drinking Coke is a sign of patriotism. In rural Turkey a boy 

who wants to alert a girl to his romantic intentions buys her Coke, and so on. The important thing is 

that the difference is there, and that the brand is perceived to add something extra: an extra experience, 

an extra emotion or even, in some cases, parts of an identity. (The site lovemarks, launched by the 

Saathci & Saatchi advertising agency is devoted to documenting people«s experiences of deep 

emotional commitments to brands- a lovemarks university is soon to follow).9  In order to build and 

reproduce that intangible difference, brand management operates with a wide variety of tools, 

advertising, media placements, events, sponsorship and so on, where the actual product is merely one 

channel among others. Indeed with the wave of brand extensions that began in the 1990s Ð with access 

to outsourcing and cheap material production in the new markets of , principally, Asia- brands generally 

come to encompass a wide variety of products. This way the original relationship, in which the brand 

was the symbol of the product is reversed; now the product becomes a medium, among many, for the 

brand.  

 

This way brand management has become ever more a matter of managing processes of consumption; to make 
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sure that consumers feel, experience or otherwise relate to the brand in one way or another. In the last 

decade or so this principle has evolved towards an even further involvement of consumers in such 

branded processes. Viral Marketing, Guerilla Marketing or ÔsocietingÕ are all  processes in which the 

spontaneously occurring sociality of consumers, the word of mouth that flows freely and rapidly in a 

networked communications environment is actively put to work to build up brand equity.  One tries to 

work with the social and affective ties that prevail and emerge among consumers and connect them to 

the brand, to the point that they form a more or less coherent Ôbrand communityÕ.  

 
This turn to an increasing reliance on customer co-production in brand management is part of an 

overall tendency towards an ever more interactive media culture. The proliferation of media channels 

and the explosive expansion of media culture that has resulted from the combined processes of media 

de-regulation and the arrival of new technologies, like cable, satellite and the internet means that 

consumers now face an unprecedented quantity and diversity of media messages. In the 1970s families 

still had one television set, on which they watched a handful of channels, usually together. Today each 

family member tends to have his or her own set where he or she zaps between hundreds of channels at 

the same time as she surfs the internet, talks on her cell phone and plays with her Ipod. This obviously 

means that the efficiency and commercial use-value of advertising, and in particular television 

advertising- the main medium of persuasion in the pre-information age- diminishes. Henry Jenkins of 

the MIT tells how, in the 1960s, Ôan advertiser could reach 80 per cent of U.S. women with a prime-

time spot on the three networks. Today it has been estimated that the same spot would have to run on 

one hundred TV channels to reach the same number of viewersÕ10 This of course means that 

advertising is no longer enough to retain consumers or make the message stick. Instead a way to stand 

out is to involve consumers in the co-creation of such affective ties that can offer meaning, emotional 

involvement or identification and thus create a deeper involvement with the brand. (For example in 

marketing their Libresse, É . Procter & Gamble have successfully relied on a web community where 

young women are invited to discuss issues related to growing up and acquiring a sexuality. This way the 
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company hopes that the brand will stick as part of adolescence  a significant and formative period in 

life.) Such strategies have been facilitated by two developments that have accompanied what media 

researchers call the ÔmediatizationÕ of consumption and society (that is, the prolific expansion of media 

technologies in a wide variety of social relations). First, the proliferation of media technologies  

facilitates convergence: one brand or media message can rely  on a variety of media platforms- 

television, internet, mobiles, computer games etc.- and thus acquire a presence in a wide variety of 

consumersÕ lives, forming in the end a sort of commercial ambience. Second, and this will be more 

extensively analyzed in next chapter, the mediatization of society has rendered consumers more 

productive and willing to interact, as indicated (among other things) by the proliferation of fan culture 

and Web 2.0 platforms (see below). This  empowerment of consumers has further shifted the gravity of 

the brand away from the processes that the firm can directly control, like advertising, packaging etc- 

and over to processes that unfold among consumers, like communication and the formation of 

reputation. As a result it becomes ever more important for brand managers to list, involve and work 

proactively in relation to consumer opinion by, for example promoting values like Fair Trade or 

sustainability.  

 
Web 2.0 and Customer Co-production 

In contemporary brand management value is no longer generated principally by controlling an internal 

production process, or by 'owning content', instead it is generated by attracting and organizing 

contributions from an external production process; by initiating and sustaining relations through which 

consumers and other external interests are involved. In the last couple of years, what is sometimes 

called the second, Web 2.0 phase of the information economy, this principle has been extended far 

beyond brand management. ÔWeb 1.0Õ, or the internet economy of the 1990s dotcom-bubble, was 

principally organized around ownership of content and eyeballs. This was excellently illustrated in what 

constituted the high-point of that 'boom', the TimeWarner-AOL merger in 2000, which built on the 

logic of combining the immense content-library of Time Warner, with the (at the time) enormous 
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number of users controlled by the walled garden of America Online. Contemporary Web 2.0 successes 

however rarely build principally on the ownership of content, but on the ability to initiate and activate 

users in the production of content in some form. (Even the Google search is essentially a reflection- if 

somewhat distorted- of the ways in which ordinary users have implicitly judged the utility of different 

sites.) They exploit what next chapter will discuss as the expanding potential of Ôsocial productionÕ, the 

ability of people to self-organize their own processes of production, with the help of new information 

and communication technologies. Such reliance on external networks of  social production can take 

different forms. In a seminal article, Michel Bauwens of the peer-to-peer foundation  lists a number of  

different structural principles. First, what he calls 'sharing economies' where people co-operate to 

produce wealth, which they then freely share among themselves: examples are MySpace, YouTube, 

Facebook, various dating sites and other social media. The valuable experience that these sites offer: a 

film to watch, the ability to extend or strengthen social networks or even to find a partner, is co-

produced by the users themselves. The business model then builds on controlling the platform on 

which this production unfolds. Such control can in turn be monetized either as valuable commercial 

real-estate (when NewsCorp bought MySpace for $ 580 million in 2005 they calculated an annual 

advertising revenue of $ 13 million); or as a source of valuable data on consumer behavior and 

preference (Google routinely data-mines searches, text in emails stored on Gmail and other content 

from Google Calender, Google Documents etc. The more users they have on their platform, and the 

greater share of their lives that those users locate to the Google platform, the richer the raw material 

that Google mines and the more valuable the targeting, profiling and other forms of organized 

information that the company can sell on to its paying clients.).A second model is what Bauwens calls 

'commons-oriented peer production'. In this case communities of peer producers arise without 

corporate intervention and organize their own production and sharing of wealth. Companies then 

extract value by creating an archipelago of businesses around such Ôfree commons'. A prime example of 

this logic is the number of businesses that have developed around Open Source software (IBM being 
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perhaps the largest and most significant), selling business services, implementations and proprietary 

platforms and specifications (like Apple's 'Leopard' and 'Tiger' operating systems, which are built 

around a Linux core). As next chapter will show, the booming sector of 'creative industries' also tends 

to operate in similar ways. Finally Bauwens lists 'crowd-sourcing', or forms of social production that are 

initiated and controlled by companies. These initiatives can range form the 'light', like viral marketing 

where small parts of the value chain are socialized, to more heavy reliance on social production as in 

the many user-led innovation or 'swarm-business' models described below. Crowd-sourcing can be 

initiated and controlled by a particular company, as in Heinz recruiting consumers to co-produce and 

advertisement (and , principally, buzz around that advertisement). Alternatively it can be organized by 

specialized intermediaries like Innocentive that announce and outsource the solution of particular 

engineering problems to the educated public.11  

 

The reliance on such 'free' inputs now tends to become an ever more important part of ordinary 

marketing practice, going beyond brand management to involve consumers more deeply in the 

production process. Consumers have played a productive role as sources of information and innovation 

ever since he early 1970s, when 'psychograpchic' market research or ' lifestyle research' first allowed a 

systematic real-time tracking of an evolving consumer culture. In the 1980s psychographics was 

supplanted by qualitative research, consumer ethnography and 'cool hunting',  in which the 

spontaneous innovation and creativity of consumers were systematically appropriated. Today a growing 

number of business rely on user-led innovation projects whereby consumer creativity is directly 

included in the corporate value chain. These initiatives range from the relatively disorganized, tapping 

in to studying the development of a fan culture or another user community, to the highly organized and 

systematic, like the Nokia beta lab where users are given a decisive role in finalizing software solutions 

for mobile phones (or the Google phone where large parts of the actual software development has 

been outsourced to interested members of the public). Indeed, many now speak of an overcoming of 
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the traditional roles of producer and consumer and a move towards new forms of 'produsage', where 

firms and consumers are involved in a process in which continuous changes and improvements to a 

product platform are generated collaboratively, and where the material objects are no longer so much 

final 'products', but more like temporary fixations of an ongoing process or collaborative evolution. In 

such contexts value does not primarily come from the ownership of patents or copyright (rather these 

are shared with the developer community in what is known as Open Production). Rather value comes 

from the ability to sustain a community of producers from which continuous improvements and 

developments can be harvested. Procter & Gamble involve some 3000 actors, among consumer 

groups, subcontractors, scientists and other external stakeholders in the Connect & Develop network. 

To date this initiative has increased the productivity of the R & D department with some 60 per cent 

and generated a number of lucrative products.12 

 

Increasingly such external productive communities tend to involve suppliers and other stakeholders as 

well. While it used to be the case that large companies either pressed costs by playing out one supplier 

against another, or alternatively, secured a steady flow of supplies by acquiring their sources of raw 

material- a 'vertically integratedÕ company like Ford would own a glass company, a tire company,  metal 

company as well as chains of dealerships- the key to value in more flexible, post-Fordist production 

systems lies with outsourcing and supply-chain management. The key to success here is to create 

enduring relationships with key supplier which involve a lot of cooperation in developing products and 

processes. As part of their just-in-time production system, Toyota would involve its suppliers in co-

developing and knowledge sharing around optimal product designs as well as solutions to guarantee 

maximum quality. Similar forms of cooperation and knowledge sharing were singled out as the secret to 

the success of small industrial districts in the 1980s (like silicon valley on the US or Prato in Italy). Such 

forms of inter-firm cooperation are also what underlies the success of what John Hagel calls 'the Third 

China':  (with reference to the idea of the ¬Third ItalyÕ of small industrial districts that fascinated 
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development scholars in the 1980s): small Chinese high-tech companies, mainly in electronics. 

outsource innovation to suppliers as far as possible. They establish huge networks of hundreds or even 

a thousand suppliers, and build on innovative business process solutions that manage to coordinate 

these ultra-complex production networks in ways that encourage cooperation and knowledge-sharing 

so that the Ôtacit Ô or hidden knowledge of each participant can contribute to the whole.13 

 

Looking at recent development in brand management, in the growing attention given to reputation and 

Corporate Social Responsibility, in new business models in the media and in the growing trend of  user-

involvement and customer co-production, we can deduce a common trend towards an increasing 

opening up of the business process. (Indeed, the term Open Business now begins to gain currency in 

management.) Common to such ÔOpenÕ business models is that they do not principally rely on the 

firm's own resources to create value. Instead, value is contingent on the ability to maintain positive and 

stable relations to external producers: it is not so much the core competences, as much as the 'edge 

competences' that count: a firms ability to utilize the universe of value that is located in its 

environment.  

 

Knowledge work 

Although this movement of value creation from the 'core' to the 'edge', from what the firm itself can 

produce to its ability to relate to and organize external production processes is perhaps most prevalent 

among Web 2.0 companies, this tendency is by no means isolated to the online or 'virtual' economy (if 

there were such a thing). Rather the cultivation of edge competence, or 'relational competence' is 

becoming an important feature of contemporary management practice over-all. Here it is a matter of 

utilizing a companyÕs  Ôinternal edgeÕ- the competences and qualities that its co-workers have developed, 

but that are, per definition difficult to command and include in a job description: their ability to relate, 

socialize and organize their own co-operation.  
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Within Human Relations it has long been known that the best way to stimulate the production of 

intangible values like innovation, creativity and flexibility is to empower the self-organization of 

workers. These ideas go back to the early 1960s and the emerging discussions of 'knowledge-work' that 

we will review in next Chapter, but they achieved their breakthrough in the late 1970 and early 1980s 

when automation, first of factory production and later of office work, combined with lower 

transportation costs- chiefly through the world wide implementation of container transport- produced 

higher demands on flexibility and just-in-time production. This challenge was resolved by the 

introduction of 'Toyotism' in factories whereby workers were given the responsibility to organize the 

production process themselves and ensure quality standards. This way, the informal sociality of workers 

was actively put to work in producing the kind of flexibility that gave the company a cutting edge. 

Something similar happened to managerial work in the Business Process Reingeneering movement that 

followed the massive introduction of PCs and other office IT in the 1980s. Here to, rigid bureaucratic 

hierarchies were supplemented by 'networked organizations' and self-organized mobility between 

(relatively) short-lived project-teams. The ability to extract (surplus) value from employees came to 

depend less on the traditional ability to directly command what they did during labour time, and more 

on the ability to motivate spontaneous cooperation and contributions. This way, the importance of 

corporate 'values', 'culture' and 'community' increased as managerial tools. It was by installing and 

maintaining a positive climate that facilitated and motivated such voluntary contributions, by generating 

and maintaining what we call  ethical capital around the firm, that such contributions could be 

motivated. It is no coincidence that the other side to toyotism and similar 'Japanese' management 

techniques, was a strong, integrated corporate cultures were values were inculcated into employees 

through everything from corporate welfare to slogans, design and the infamous morning singing of the 

corporate anthem'. 'Autonomy on the shop floor, and strong centralized values', to quote Tom Peters' core 

recommendation in his 1982 management bible In Search of Excellence.14 Since the 1980s these strategies 
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have developed even further. Knowledge intensive companies today deploy a variety of measures that 

serve to stimulate the self-organization and collective intelligence of their employees. It is their ability to 

organize their own forms of co-operation, to build successful project teams, to quickly move between 

different tasks and problems and to quickly find and identify the people that are most compatible with 

a particular task that really generates value. What is really put to work, is the spontaneous sociality, the 

gossip, of knowledge workers. The secret, and difficult challenge, is to make that resource work for the 

company, and not against it. 15 

 
All of the tendencies described above- from new forms of brand and reputation management, via new 

management practices to the growing socialization of innovation point at a single common trend: the 

movement of value creation from the ÔcoreÕ to the ÔedgeÕ: from the resources that a company can 

directly control (because it owns them) to resources that it cannot control (because it does not own 

them). The boundaries of the organization become more fluid and the production process comes to 

rely on a number of resources that are locate din its environment, either internally, as in the social 

capacity of employees or their affective attachments to the company or to each other, or externally, as 

in  the communication processes that unfold between consumers, or the knowledge sharing that takes 

place among suppliers. This way the role of the company is changing, from primarily relying on 

resources that it can command, to attracting value from resources that it cannot command. This means 

that the company increasingly ÔswimsÕ in a sea of ÔfreeÕ resource, of productive externalities, that it tries 

to translate into measurable value. But since these external resources are per definition beyond the 

reach of established accounting systems and most other numerical measurement and feedback systems 

that contemporary management relies on, beyond the reach of the industrial-capitalist 'iron cage' in 

general,   attempts to incorporate and account for such external resources are by definition difficult and 

risky. Instead these external resources tend to appear as ÔintangiblesÕ.  
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This leads to an important insight: The growing importance of intangible in the contemporary knowledge economy is 

a reflection of the growing importance of external resources in the production process. We have argued above that this 

is true for brand management, and that it is increasingly true also for the wide diversity of processes 

that underpin loosely defined values like ÔinnovationÕ or Ôintellectual capitalÕ (what is defined as Ônon-

scientific R&D in the table below). But it is fairly easy to show that it is increasingly true also for the 

kinds of intangibles that have more established, and sometimes legally sanctioned, definitions. As for 

scientific R & D it is well known that patents have always built on publicly financed research at 

universities and other research institutions. Even when such patents are developed by corporate 

scientists they belong to a scientific community where the principles of social production and 

knowledge sharing, rather than monetary motivations prevail. Lately the tendency to rely on externally 

produced 'free' knowledge is growing. Research-intensive companies like the big pharmaceutical giants 
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shift their budgets over form R&D to marketing. (In 2001, consumer activists argued that American 

Big Pharma spend more than twice as much on marketing and administration than on research.16) At 

the same time universities are behaving more like commercial research institutions, prioritizing applied 

over basic research and selling off faculty and student efforts- that are generally not fully compensated- 

to their commercial sponsors.17 In this light, the tendencies to extend and open up the innovation 

process described above only strengthen these developments.  

 

Even Ôsoftware developmentÕ which one would think the least obvious case testifies to this tendency 

towards a growing socialization of production. To a large extent software is still produced in a 

traditional, capitalist way: using paid coders slaving away at a project that is not theirs. But, as next 

chapter will show in more detail, Free (Libre) Open Source (FLOSS) is growing exponentially and more 

commercial software expenses actually consists in licensed additions or services around a FLOSS core. 

Apache (an Open Source product) remains the most popular server and it is only a matter of time 

before Linux will out-compete Microsoft Windows as the most popular operating system. 

 
 
 
I I I .  Complexity and Abundance: How Ethics Creates Value. 
 
So far we have been able to conclude two things. First, that value production in the information 

economy tends to be increasingly dislocated to social processes that unfold outside of the firm. This 

way, the capitalist economy comes to build ever more on its ability to include and subsume another 

economy of some kind that follows a different logic: the affective economy of brands and experiences, 

the social economy of diffuse innovation or the cooperative economy of knowledge work. The ever 

more important phenomenon of economic intangibles can be understood to partially reflect this 

presence of another economy within the capitalist value-creation process. But, as a second insight, we 

have also begun to hint at the common value logic of these other economies. As the diagram above 

shows, the the intangible asset with the singularly most rapid expansion is what we call ethical capital, 
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that is, essentially, the ability of a company to form affectively significant relations with consumers, 

employees or other stake-holders. This suggests that value in this other economy generally depends on 

the ability to construct affectively significant social relations, or, which is the same thing, on a practical 

ethics.  

 
Why is this so? They are basically three ways in which such a practical ethics can generate value. They 

are all inter-related and connected to the general condition of information economy: The combination 

of globalization,  improved transport and communication systems, the inclusion of new emerging 

ecnomies into the world economy, and the spread of new ICTs have generated an unprecedented 

socialization of the production process, and, as a consequence, unprecedented levels of economic 

complexity and an unprecedented abundance of labour and other productive factors. (Since the 1990s, 

the global labour force has virtually doubled with the entry of India and China in the world economy, 

as a consequence the costs of material labour have rapidly decreased.). The production process has 

moved out of the private space of the factory and been extended and socialized to an unprecedented 

extend, involving complex, and often global networks of cooperation.  

 

Although the process of socialization of production accelerates in the early 1980s, with the onset of 

globalization and information technology, it is in itself nothing new. Rather this dependency is but the 

latest manifestation of a long-term structural trend towards the growing socialization of capital, 

inherent in the very dynamics of the capitalist economy from its inception. Already Adam Smith 

observed this seemingly paradoxical duality: On the one hand, capitalism built on the systematic pursuit 

of private motives. Indeed, this was its miracle: Such motivations had previously been marginal, and 

even considered immoral and anti-social. Before capitalism most people were locked into a moral 

economy where public interest and community standing mattered much more than private gain. Now 

they could now be put to work to generate unprecedented levels of wealth. The miracle of the market 

was that we could now get our bread and bacon, not from the benevolence or moral obligations of 
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butchers and bakers, but from their informed pursuit of self-interest. However Smith also stressed that 

although the coordination of the capitalist economy depended on the wonders of the market that 

transformed the self-interested pursuit of individuals into a common social good, the enormous 

productive developments that capitalism brought on were due to the new and immensely more 

advanced and extended forms of social cooperation that it made possible. Indeed, SmithÕs other famous 

example, that of the pin factory, which opens ups his Enquiry into the Nature and Causes of the Wealth of 

Nations, is all about showing how the productivity of labour increases enormously through such new, 

rational forms of cooperation. Before the advent of industrial capitalism, pins- and other things like 

chairs, knives, cheese and sausages- were made by individual craftsmen who, generally finished the 

product by themselves, mastering every step in its production. In the pin factory on the other hand,  

one man draws out the wire, another straights it, a third cuts it, a fourth points it, a fifth grinds 
it at the top for receiving the head; to make the head requires two or three distinct operations; 
to put it on is a peculiar business, to whiten the pins is another; it is even a trade by itself to put 
them in paper; and the important business of making a pin is, in this manner, divided into about 
eighteen distinct operations, which in some manufactories, are all performed by distinct hands, 
though in others the same man will sometimes perform two or three of them. 18 

 

By thus involving more people who act in a more coordinated way, the capitalist production process is 

socialized, and the networks of relations that develop among its participants are rationalized. By thus 

rationalizing the forms of cooperation that prevailed between pin-makers, productivity can be 

increased: while a single craftsman would be lucky to make 100 pins in a day, ten workers in a pin 

factory could easily put out 50.000, or 5000 per worker, a fifty-fold rise in productivity. So we are 

beginning to see the point: there are two sides to the capitalist mode of production, private pursuit of 

self- interest on the one hand, and social cooperation on the other.  Social cooperation as the main 

productive force, and private property and interest as the main foundation for the social and juridical 

framework within which the fruits of such cooperation are valued and coordinated.  

 
At a first level, the value of ethics is a consequence of the expansion of cooperation and the growing 

complexity of contemporary economic processes that this entails. Think about today's global assembly 
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lines, or a company like IKEA producing and distributing tens of thousands of paper boxes containing 

identical components made in thousands of factories and sold in hundreds of stores across the globe. 

The emergence of a truly global world market leads to an unprecedented complexity of the production 

process, with global assembly lines, and a massive recourse to subcontracting. The more complex the 

production process, the higher the relative value of coordination and organization. This is reflected in 

the massive post-War growth of management and logistics as important sectors of the world economy. 

As value chains go global and begin to involve a wide variety of different actors, traditional media of 

coordination -markets and contracts are no longer enough. This is particularly true when these value 

chains involve external actors, like consumers, the contribution of which  can neither be paid for nor 

contractually enforced. So this way, the socialization of the capitalist production process, which has 

exploded in recent years with globalization and the massive arrival of new ICTs forces us to rethink the 

classical model of the firm. That model, first launched in Ronald Coase's classical article from 1938, 

'The Nature of the Firm' suggested that firms can deploy two forms of coordination, markets and 

contracts. Contracts, or administratively sanctioned agreements with some durability in time, are 

deployed where transaction costs are too high for markets to work. This way, instead of a company 

facing costs associated with risks  and imperfect information in shopping for supplies, they buy up a 

supplier, or enter into a long term contractual agreement with it, in order to reduce transaction costs. 

Now, it seems we are facing a third mechanism, trust, or ethics. The ability to instigate positive 

relations of affinity and affiliation becomes a way of guaranteeing stability and continuity in situations 

where neither markets nor contracts are sufficient. This is, again, particularly relevant for actors who 

can not, per definition be paid for or contractually obliged, such as consumers or members of the 

general public. Ethics thus creates value by further reducing transaction costs. 19 

 

A second way in which ethics creates value, or what is really just a different perspective on the first 

model described above, is by securing rent from external processes. It is often counterproductive to 
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give monetary rewards to consumers participating in external processes of innovation of co-production. 

(The Mozilla foundation is a good example of this. The foundation was constructed to manage the 

enormous funds generated by its open source Firefox browser. The money could not simply be 

distributed among the developing community, as this would severely disrupt the peer dynamics by 

means of which development had prospered. So it is not just the case that monetary rewards are 

irrelevant for most co-producing consumers, in some cases the introduction of monetary rewards 

threatens to severely disrupt the developing community.)  Consequently these contributions needs to 

be attracted by the construction of the kinds of positive affective relations that consumers perceive as 

valuable.  The same argument goes for knowledge workers, whose tacit, hidden knowledge needs to be 

motivated by increasingly immaterial means, what William E Halal has called a 'corporate community'. 

Indeed there is by now a long tradition of research that has established that beyond a certain point, 

values and an environment that encourages self-realization counts much more than money as a 

motivational force for knowledge workers, and that good relations in the workplace is the most 

important factor determining wether a company is able to retain its skilled personnel or not. 

Conversely, emotional intelligence, the ability construct good relations to one's peers has been 

identified as one of the most important factors behind the productivity of knowledge workers. And 

'cynicism' resulting form the inability of a company to mobilize the affective attachments of its 

employees has been identified as an important obstacle for  performance and organizational change.20 

This way practical ethics- the ability to construct meaningful and durable relations with and among co-

workers- has value because it allows to attract rent from productive processes that unfold beyond the 

direct control or the firm. This is related to the abundance of productive energies, made possible by to 

wide scale inclusion of consumers and other previously 'unproductive' actors within the the value 

circuits of brands and other commodities.  

 
Finally, the abundance of labour power and the rapid spread of product and process innovation, 

through mechanisms like outsourcing, creates an abundance of high quality products. The moment in 
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which Prada begins to outsource the production of their bags to small chinese factories- mostly located 

in Italy, around Prato and in Campania- these factories quickly learn how to make the bags, and can 

easily churn out identical bags at night. With exploding numbers of engineers and pharmacists and the 

heightened availability of scientific publications on the internet, it is now  possible for an Indian fly-by-

night entrepreneur to get access to the knowledge and skills necessary to produce Viagra in the garage. 

The ease with which products and processes can be copied, means that, at least for the mid- range 

market, product quality is becoming less relevant as a competitive advantage.  In these cases , 

competitive advantage must build on what cannot be copied, or, the web or affectively significant 

relations of trust and identification- of ethics- that can be maintained around a product or brands, what 

can become, in Kevin Kelly's words, 'better than free'. 21 Prada for example, combats counterfeits by 

organizing prestigious social events for its customers. You can copy the bag, but not the experience of 

being invited to a private art opening or an exclusive cocktail bar.  

 

How Ethics Creates Value. 
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But, why would (some) consumers desire such deep affective relations to brands; why is the experience 

economy a reality? The answers here are similar to those that regard the production process. They both 

have to do with the twin realities of complexity and abundance. First, the abundance of comparable 

quality goods on the market means that a product needs to come with a deeper experiences, with the 

ability to supply a basis for affiliation or identification to stand out. The danish Vipp trash can, for 

example sells for $ 400, high above production costs, on account of its ability to supply users with a 

sense of community, identification or aesthetic experience. And the same thing goes for both brands 

and the expanding design sector. On a second and more deeper level, the desire for ethical communion 

with or around brands is related to the complexity and fragmentation of contemporary life processes. 

This is particularly true for the middle class of knowledge workers. Because their life processes are so 

radically intertwined with the capitalist production process, they have very little in terms of stable and 

enduring significant social relations. Careers promote geographic and social mobility that fractures 

existing networks and  spontaneous sociality in the workplace is discouraged through imposed codes of 

conduct. (One of the reasons why internet dating sites are so popular in this category is that the office 

romance, which used to be the most common way of finding a partner, has become too risky in a time 

of comprehensive sexual harassment policies.) In addition, the boundaries between work and leisure are 

fluid and leisure activities (like networking) often become a kind of work. Richard Florida's description 

of how nobody drinks any more at office parties amongst the creative class is telling. The office party is 

no longer a site of relaxation, spontaneous sociality and a bit of carnival, it is a networking event where 

one needs to present a controlled and successful facade. This means that the very inclusion of the life 

processes of the contemporary knowledge working class, which is also the contemporary consumer 

class, has very little in terms of affectively significant social relations. They live what contemporary 

critical sociologists (exaggerating somewhat perhaps) call a 'life in fragments' with a 'corroded character' 

and brands and other affectively significant commodities tap into what is in effect an unfulfilled need.  

But it is not just a matter of substituting brands and corporate community for more genuine social 
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relations. Rather the process goes yet one step further: in building affective value the very ethical 

potential of consumers or employees is what is effectively put to work. Take the example of reality 

television, one of the most successful examples of what Henry Jenkins calls 'affective economics'. The 

format of reality television has evolved as a reaction to the abundance of media products and the 

proliferation of media channels. In such a situation the key to attracting attention is to enable an 

affective investment that makes the product stand out and that stimulates a continuous involvement. 

Reality programming does this by constantly activating its viewers ethical potential, their ability to make 

judgments about the conduct of others. This is done by feeding them with a steady stream of 

manageable ethical dilemmas (who is going to be voted out? Did one participant act in a good or bad 

way?). Reality television thus constructs a meaningful affective involvement on the part of its viewers 

by offering them a scenario where the complexity of ethical judgement that characterizes a 

contemporary 'life in fragments' is rendered manageable so that their ability to make mundane ethical 

judgment, or which is the same thing, their ability to gossip, can be activated. The principle is really not 

much different from that which governs the construction of a brand or a corporate culture.  

 
IV. 1929 again? 
 
So, to make the point again, contemporary capitalism depends on another economy, we can now begin 

to use its proper term, an ethical economy, which it cannot adequately measure, manage or control. 

This ethical economy is an important productive factor in the classical sense of that term, but it also 

reaches deep into the lifeworlds of ordinary people, in part because those lifeworlds have themselves 

become part of a productive process that works by mobilizing affect and putting to work the ability to 

gossip and produce a practical ethics. As we have described above, the massive socialization of the 

production process that has occurred in the post-War year has given rise to a new logic of capital. This 

logic is visible in the proliferation of business models that build on the ability to attract rent from 

external processes of social production. Such business live off productive practices that have been 

socialized to the point of coinciding with the ordinary processes of everyday life. Consumers who co-
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produce brand equity by using a brand or forming community around it do this as part of their 

everyday life, as a way to create and maintain friendships and other social relations, construct identity or 

differentiate themselves from others. They do not perceive such productive activities as in any way 

distinct or separated from the rest of their lives. Similarly, the users of YouTube do not experience their 

online activities as 'labour', but rather as an extension of their ordinary social lives, as a way of 

connecting and staying connected.  Neither is improving on your favorite product and sharing those 

improvements in a user-forum that is part of a user-driven innovation initiative subjectively felt to be 

'labour', nor is downloading and recomposing the image-material supplied by a major company into an 

advertising clip; blogging about  that new advertising campaign, or even filling up your own drinks at 

McDonald's. The fact that such activities that potentially produce value for capital are 

phenomenologically indistinguishable to life itself, testifies to the profound nature in which the 

capitalist production process has been socialized. There is in this sense no evident or tangible 

distinction between production and life, or between human nature and 'human capital' to use a 

management terminology.  

  

However, this profound socialization of capital has not only led to the emergence of new business 

models. It has also triggered a profound transformation in the very value logic of capitalism. Looking 

again at the post-War period, the most important parallel development to this socialization of 

production has been the massive financialization or value. Accelerating in the 1970s (like the 

socialization of production) the turnover of financial markets has increased from being roughly equal to 

that GDP in the 1950s to amounting to 53 times GDP in 2000 (in the US, admittedly one of the 

world's most financialized economies). At the same time financial gains have massively overtaken gains 

from manufacturing as the main source of corporate profits (see chart below) .  This means that today, 

the average company no longer primarily relies on the direct control of the production process- buying 

machines and hiring workers to operate them- as a primary source of value and profits. Instead, it 
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primarily lies on its ability to attract financial capital in favorable ways. This way, the main task of 

management and other forms of corporate governance is no longer guaranteeing the long-term 

profitability of production. This is still important, but secondary to the overarching aim of promoting 

the (often short-term) value of stocks: corporate governance becomes share-holder oriented 

governance. As capital is socialized, the traditional value logic of capitalism, relying on the generation of 

a private surplus by putting privately owned capital to work is displaced by a model in which the object 

of the game becomes securing a share of the global surplus, generated by a completely socialized public 

capital, as it is distributed on financial markets.  So at the same time as we have had a 'communism of 

capital' through the socialization of productive machinery, we have also had a socialization of profits 

and value and their redistribution on financial markets. (One could argue that the main thing that 

distinguishes this from 'communism as it actually existed' is the haphazard, irrational and casino-like 

way in which this surplus is distributed).  

  

 
  
This expansion of the financial level has proceeded through a massive securitization of a wide 

diversity of revenue streams. Everything from consumer dept and mortages, through infrastructure 

to water and energy, has been identified as a viable basis for one form of security or another that can 
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be traded on financial markets. Essentially, the expansion of finance depends on the 

commodification of a wide range of everyday life processes: 'an impulse to identify almost anything 

that might provide a stable source of income, on which more speculaton might be built [..]  up to and 

including the kitchen sink'.  From this point of view, intangibles can be understood as a securitzation 

of the revenue streams that can derive form social production. Ethical capital represents such 

securitizations in the absence of clearly recognized forms of property. Its increase then represents a 

growing diversity in the kinds of social cooperation that are securitized, beyond what is recognized 

by intellectual property law. In the absence of legal protection this securitization of social 

production must be founded on affective relations of affinity and affiliation. So ethical capital 

represents the ability of such affective relations- of branded experience, goodwill or reputation- to 

effectively sanction and legitimize the appropriation of rent form the social. Take brand equity for 

example. Like ethical capital in general the economic importance of brand equity has expanded 

continuously in the post-War years to accelerate in the 1980s. As a financial asset a brand 

represents a predictable future revenue stream that comes from a wide diversity of sources, the 

most important being the fact that consumer are prepared to pay extra- to pay a premium price- for 

the affective experience that the brand offers. (Other factors are market stregth, control over 

distribution channels etc.) While the logo is protected by trademark law, the right to a revenue from 

the brand can not be legally enforced (consumers cannot be taken to court for refusing to pay a 

premium price for branded goods). Instead this 'right to rent' must build on some form of legitimacy 

and consensus: it must in the end build on the fact that consumer (or other stakeholders) feel that 

the brand actually makes a positive difference in their lives: actually matters to them. Brand equity, 

like other ethical capital, must have an underlying foundation in an actual social impact. The 

problem is however, that to date there are no valid ways of measuring this underlying foundation, 
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this value of the brand. (And consequently brand values tend to be an extremely volatile asset: 

Indeed, when Marks & Spencer embarked on their Your M&S re-branding campaign in 2006, stocks 

soared by 60 per cent, although actual turn-over only increased by 10 per cent. The rest was due to 

the supposedly positive momentum initiated by the campaign, its ability to mobilize novel affective 

investments around what was in essence an old and tired brand. )  

 

That problem of value is even more acute for the kinds of securities that have underpinned the 

recent boom and bust of financial markets. The most important assets in today's financial crack 

- mortgage-backed securities, credit card debt and many intangibles, like brand values are 

essentially securitizations of what we could call ‘life conduct’. The value of a mortgage or of 

credit card debt depends on the life conduct of the borrower. The value of a brand depends 

on the life conduct of consumers (this is actually what is measured in brand valuation 

schemes) and of the ethical conduct of the company that owns the brand; the value of a 

real estate market depends on the life conduct of the inhabitants of a neighborhood or a 

city- after all this is what ‘creative city’ policies are all about. And to a large extent the 

productivity of a knowledge intensive company is about the life-conduct of its employees. 

These are ethical assets, properly speaking.  Indeed, it can be argued that the proliferation 

of such ethical assets is a direct response to the 'flight of value' away from productive 

processes directly controlled by the wage relation to forms of social production that where 

the direct extraction of surplus value is more difficult. For companies, value is increasingly 

generated outside of the wage relation, in diffuse practices of social production that cannot be easily 

managed or measured. Success and profit becomes increasingly contingent on the ability to capture 

such socially produced wealth, and depend less on the direct contribution of salaried labour. For 

workers, gainful employment tends to be configured less as a single wage relation to one employer, and 
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more as a multitude of income streams from very diverse forms of practices: regular salaried 

employment, short term work, consultancy, childrens work, unpaid forms of social production that can 

be monetized in different ways, entrepreneurship, engagements with the growing informal economy, 

financial or real estate speculation etc. This way, both the appropriation of value on the part of 

companies and the generation of income on the part of workers tend to move outside the once 

dominant wage relation. Since the wage relation looses its centrality as a way of distributing social 

wealth, it also looses it centrality as a way of appropriating surplus value and profits. This way the 

enormous expansion of personal debt as a the source of the new kinds of securitized value streams that 

underpin new financial instruments could simply be seen as the establishment of an alternative to 

salaried labour as an instrument for the capture of value.  In the fordist model the extraction of surplus 

value relied on the exploitation of salaried labour. This way the labour contract guaranteed both the 

worker a secure long term access to the means for the reproduction of life, and for the capitalist, a 

secure long term and predictable stream of surplus labour ( in the form of the productivity of the 

working day that exceeded the cost of labour). In the post-Fordist model the financial system 

anticipates necessities for the reproduction of life (a house, health insurance etc.) and receives in turn a 

long term and (relatively, or at least calculably) secure value stream in the form of interest payments. 

The interest payments become a direct extraction of surplus from the whole life practice, and not just 

from the working day.  This happens in a situation where the wage relation is becoming less 

representative of the real process of wealth creation. The sources of this surplus, just like the sources of 

the 'living wage' can , and increasingly do, drive form a multitude of diverse sources of income. What is 

more, the value of these activities is set outside of the wage relation controlled by capital. As a free 

lance worker, entrepreneur, or member of the 'precariat'  the value of my products is generally 

determined by my networks of friends, colleagues and clients. They are the ones who determine how 

much I work, when and what I get paid. Even i forms of regular employment- like many forms of 

knowledge work, productive agency engages a number of activities that lie outside of the wage relation 
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(free time, contacts, networks etc.)  

 
So in many ways the present crisis was preceded by a boom that built essentially on the securitization of 

life conduct, where the ethics of everyday life became a direct foundation of value. What turned this 

into a boom-bust cycle, indeed what all boom-bust cycles originate in, was the absence of a rational 

system for measuring the real value of these ethical assets. Such a system, and a new iron cage to 

support it, needs to be constructed, and what it might look like will be the subject of the following 

chapters.  

 
V. Conclusion: Two Economies. 
 
Contemporary management is faced with the problem of navigating the interface between two 

economies. On the one hand, there is the traditional capitalist economy, where value has a linear 

relation to investments of scarce productive resources- essentially labour and machine-time. On the 

other hand there is a new economy, what we call an ethical economy, where value is related to the 

ability to install positive relations of affinity and affiliation. In many sectors- like knowledge work, 

brands, marketing, the experience economy and even finance- the latter ethical economy is the most 

important one. Take a successful experiential product like the iPod. Only a faction of its market value is 

produced by deploying scarce productive resources like labour time and machinery. The greatest share 

of its value, what sets its apart from its competitors, builds on Apple's brand managers ability to 

construct an attractive relational complex around the product: to build relations between the design of 

the product and the design of other Apple products, between the iPod an other technical applications, 

like iTunes or the iPhone, and to establish durable relations with the music and film industry. It is this 

relational complex that confers value on the product. And even if these relations have been to a large 

extent constructed by Apples managers. The contribution of a singular relation, and even more so, of 

the ime spent in constructing that singular relation, to the value of the relatonal complex, is essentially 

immeasurable within the existing value system of capital. This is because the production of relations 
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follows a different value logic.  And it is the necessity to move with this different, value logic that our 

manager referred to when she claimed that her company could no longer be 'capitalist'. What would 

'moving with a different, ethical, value logic' entail? How would a 'non-capitalist' company operate?  

There are many suggestions in that direction within the management community today, and in 

particular after the financial crisis, and we will discuss them further in Chapter VI. Essentially most 

arguments push for a substitution of authentic long term value for short term profits building on the 

provison of more or less useless goods; a transformation of business from a mechanisms for securing 

private profit to an investment in broade community building. In a recent Harvard Business Online 

posting, Umair Hacque of Bubblegeneration imagines the consequences for a company like Starbuck's 

like this: 

Starbuck's tried to grow by selling us more junk we don't need- music, mugs, and mouse pads. 
That was orthodox, textbook, industrial-era strategy: grow by seizing share in adjectant markets. 
But it's also defunct in a world where we don't need more useless junk. What do we need in the 
21st century- not just as brain-dead consumers, but as global citizens? We need opportunities to 
grow and amplify our capabilities. For Starbucks, that might mean, instead of hawking mugs 
and chocolates, training baristas to teach classies in coffee-making, letting communities use 
Starbucks as a venue for local government, or , at the limit, training local suppliers from 
developing countries as baristas in developed ones. How cool would that be? Very. 22 

 

 While it is not difficult to imagine what such an 'ethical' value strategy might entail, the real problem is 

how to build a set of institutionalized incentives that drives the behavior of companies and managers in 

that direction: to construct and 'ethical iron cage'. In order to confront that problem, we need to 'descend 

into the depths of social production' and take a more detailed look at its actual dynamics.  
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